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FINDINGS OF THE SABINE PASS INDEPENDENT
SCHOOL DISTRICT BOARD OF TRUSTEES UNDER THE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

PORT ARTHUR LNG HOLDINGS, LLC (#1117)

STATE OF TEXAS
COUNTY OF JEFFERSON )

On the 24" day of October, 2016, a public meeting of the Board of Trustees of the
Sabine Pass Independent School District (“District”) was held. The meeting was duly
posted in accordance with the provisions of the Texas Open Meetings Act, Chapter 551,
Texas Government Code. At the meeting, the Board of Trustees took up and considered
the application of Port Arthur LNG Holdings, LLC (“Applicant”) for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code. The
Board of Trustees solicited input into its deliberations on the Application from interested
parties within the District. The Board of Trustees has considered the economic impact
analysis and the project certification issued by the Texas Comptroller of Public Accounts.
After hearing presentations from the District’s administrative staff, and from consultants
retained by the District to advise the Board in this matter, and after considering the relevant
documentary evidence, the Board of Trustees makes the following findings with respect to
application from Applicant, and the economic impact of that application:

On December 14, 2015, the Superintendent of the District, acting as agent of the
Board of Trustees, and the Texas Comptroller of Public Accounts (“Comptroller”) received
an Application from Applicant for an Appraised Value Limitation on Qualified Property,
pursuant to Chapter 313 of the Texas Tax Code. A copy of the Application is attached as
Attachment A.

The Applicant, (Texas Taxpayer Id. 12012553108; 32037013102), is an entity
subject to Chapter 171, Texas Tax Code, and is certified to be an active franchise taxpayer
by the Comptroller. See Attachment B.

The Board of Trustees acknowledged receipt of the Application, along with the
requisite application fee, established pursuant to Texas Tax Code § 313.025(a)(1) and
Local District Policy.
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The Application was delivered to the Comptroller for review pursuant to Texas Tax
Code § 313.025(d). A copy of the Application was delivered to the Sabine Pass Appraisal
District for review pursuant to 34 Tex. Admin. Code § 9.1054. On February 16, 2016, the
Comptroller determined the Application to be complete.

The Application was reviewed by the Comptroller pursuant to Texas Tax Code
§313.026, and a Comptroller Certificate was issued on May 16, 2016 in which the
Comptroller has determined, inter alia, that: 1) Application is subject to the provisions of
Chapter 171, Texas Tax Code; 2) the property meets the requirements of Section 313.024
for eligibility for a limitation on appraised values; 3) the proposed project 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 25% anniversary of the beginning of the limitation period; and, 4) the limitation on
appraised value is a determining factor in the applicant’s decision to invest capital and
construct the project in this state. A copy of the Certificate is attached to the findings as
Attachment C. _

The Board of Trustees has previously directed that a specific financial analysis be
conducted concerning the impact of the proposed value limitation on the finances of
District. A copy of the report prepared by Moak, Casey & Associates, Inc. is attached to
these findings as Attachment D.

The Board of Trustees has confirmed that the taxable value of property in the
District for the preceding tax year, as determined under Subchapter M, Chapter 403,
Government Code, 1s as stated in Attachment E.

The Texas Education Agency has evaluated the impact of the project on the
District’s facilities. TEA’s determination is attached to these findings as Attachment F.

The Board has adopted the Texas Economic Development Agreement (Form 50-
826) as promulgated by the Comptroller’s Office. Form 50-826 has been altered only in
accordance only the provisions of the template that the Comptroller permitted. The
proposed Agreement is attached to these findings as Attachment G.

After review of the Comptroller’s Certificate and economic analysis, and in

consideration of its own studies the Board finds:
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Board Finding Number 1.
The Board finds that the property described in the Application meets
the requirements of Tex. Tax Code §313.024 for eligibility for a
limitation on appraised value.

In support of Finding 1, the Application indicates that:
Port Arthur LNG Holding is proposing to add a liquefaction project in Jefferson
County.

Property used for manufacturing is eligible for a limitation under §313.024(b)(1).

Board Finding Number 2.

The project proposed by the applicant is reasonably likely to generate,
before the 27th anniversary of the beginning of the limitation period,
tax revenue, including state tax revenue, school district maintenance
and operations ad valorem tax revenue attributable to the project, and
any other tax revenue attributable to the effect of the project on the
economy of the state, in an amount sufficient to offset the school district
maintenance and operations ad valorem tax revenue lost as a result of
the agreement.
In support of Finding 2, the Comptroller’s Economic Impact Evaluation and Certification,

Attachment C, states:

This represents the Comptroller’s determination that Port Arthur LNG, LLC and
affiliate Port Arthur LNG Holdings, LLC (project) is not reasonably likely to generate,
before the 27th 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&QO 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.
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Estimated ISD M&0 | Estiniated 15p Mg | Eoated ISDME&O | Estimated ISD M&0Q
Tax Levy Loss as Tax Levy Loss as
Tax Year| Tax Levy Generated | Tax Levy Generated
; Result of Agreement [Result of Agreement
(Annual) (Cumulative) .

{(Annual) {Cumulative)

2019 $106,285 $106,285 $0 $0

Limitation 2020 $4,447,193 $4,553,477 $0 $0

Pre-Years 2021 $16,535,757 $21,089,235 $0 $0

2022 $30,276,882 $51,366,117 $0 $0
2023 $312,000 $51,678,117 $50,195,441 $50,195,441
2024 $312,000 $51,990,117 $53,952,794 $104,148,235
2025 $312,000 $52,302,117 $50,544,246 $154,692,481
o 2026 $312,000 $52,614,117 $47,316,533 $202,009,015

Limitation
Beriod 2027 $312,000 $52,926,117 $44,260,493 $246,269,508
(10 Years) 2028 $312,000 $53,238,117 $41,367,390 $287,636,898
2029 $312,000 $53,550,117 $38,628,893 $326,265,792
2030 $312,000 $53,862,117 $36,037,151 $362,302,943
2031 $312,000 $54,174,117 $33,584,675 $395,887,618
2032 $312,000 $54,486,117 $31,264,352 $427,151,970
2033 $29,381,432 $83,867,549 $0 $427,151,970
Maintain 2034 $27,305,488 $111,173,037 $0 $427,151,970
Viable Presence| 2035 $25,342,457 $136,515,494 $0 $427,151,970
(5 Years) 2036 $23,486,556 $160,002,049 $0 $427,151,970
2037 $21,732,273 $181,734,323 $0 $427,151,970
2038 $20,074,409 $201,808,732 $0 $427,151,970
2039 $18,508,003 $220,316,735 $0 $427,151,970
J— 2040 $17,028,374 $237,345,110 $0 $427,151,970
Years as 2041 $15,631,041 $252,976,150 $0 $427,151,970
Reeqired by 2042 $14,311,769 $267,287,920 $0 $427,151,970
313.026(c)(1) 2043 $13,066,525 $280,354,445 $0 $427,151,970
(10 Years) 2044 $11,891,502 $292,245,948 $0 $427,151,970
2045 $11,317,138 $303,563,086 $0 $427,151,970
2046 $10,771,191 $314,334,277 $0 $427,151,970
2047 $10,252,255 $324,586,532 $0 $427,151,970
$324,586,532 is less than $427,151,970
Analysis Summary

Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the

M&O levy loss as a result of the limitation agreement? Ny

NOTE: The analysis above only takes into account this project’s estimated impact on the M&O portion of the school district property tax levy
directly related to this project.

Source: CPA, Port Arthur LNG, L1.C and affiliate Port Arthur LNG Holdings, 1.1.C
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Employment Indirect and Induced Tax Effects

Employment Personal Income Revenue & Expenditure
Indirect +
Year | Direct Induced Total Direct [Indirect + Induced| Total Revenue Expenditure Net Tax Effect
2018 231 1,218 | 1,449 [$15,407,700 $76,592,300| $92,000,000 10330200 -2662659 $12,992,859
2019 1385 7,129 8514/ $92,379,500 $472,620,500| $565,000,000 60096741 -14556885 $74,653,626
2020{ 1385 7,158 8543| $92,379,500 $532,620,500| $625,000,000 60218811 -8377075 $68,595,886
2021 1385 6,974 8359| $92,379,500 $569,620,500| $662,000,000 60035706 -2487183 $62,522,889
2022] 1385 6,670 8055[$92,379,500 $590,620,500 $683,000,000 59257507 2883911 $56,373,596
2023 331 1,690 2021($21,853,640 $250,146,360| $272,000,000 18783569 18585205 $198,364
2024 100 386 486| $6,445,940 $134,554,060| $141,000,000 9567261 20965576 -$11,398,315
2025 100 207 307| $6,445,940 $98,554,060( $105,000,000 8445740 19783020 -$11,337,280
2026 100 160 260| $6,445,940 $78,554,060( $85,000,000 7682800 18356323 -$10,673,523
2027 100 203 303 $6,445,940 $70,554,060] $77,000,000 7415771 16883850 -$9,468,079
2028 100 283 383| $6,445,940 $68,554,060( $75,000,000 7324219 15480042 -$8,155,823
2029 100 386 486/ $6,445,940 $73,554,060| $80,000,000 7308960 14190674 -$6,881,714
2030 100 488 588| $6,445,940 $80,554,060( $87,000,000 7293701 13015747 -$5,722,046
2031 100 588 688| $6,445,940 $91,554,060] $98,000,000 7453918 11940002 -$4,486,084
2032 100 681 781 $6,445,940 $102,554,060{ $109,000,000 7652283 11039734 -$3,387,451
2033 100 627 727| $6,445,940 $101,554,060| $108,000,000 6599426 10375977 -$3,776,551
2034 100 636 736| $6,445,940 $106,554,060| $113,000,000 6477356 9620667 -$3,143,311
2035 100 660 760| $6,445,940 $112,554,060| $119,000,000 6439209 8895874 -$2,456,665
2036 100 673 773| $6,445,940 $118,554,060| $125,000,000 6401062 8247375 -$1,846,313
2037 100 689 789| $6,445,940 $126,554,060| $133,000,000 6401062 7698059 -$1,296,997
2038 100 701 801| $6,445,940 $134,554,060| $141,000,000 6378174 7186890 -$808,716
2039 100 713 813| $6,445,940 $142,554,060| $149,000,000 6362915 6675720 -$312,805
2040 100 714 814| $6,445940 $150,554,060| $157,000,000 6347656 6286621 $61,035
2041 100 728 828| $6,445,940 $159,554,060| $166,000,000 6439209 5897522 $541,687
2042 100 742 842| $6,445,940 $170,554,060] $177,000,000 6591797 5569458 $1,022,339
2043 100 755 B55| $6,445,940 $183,554,060] $190,000,000 6790161 5325317 $1,464,844
2044 100 779 879| $6,445,940 $197,554,060( $204,000,000 6958008 5119324 $1,838,684
2045 100 804 904 | $6,445,940 $209,554,060{ $216,000,000 7080078 4905701 $2,174,377
2046 100 822 922| $6,445,940 $224,554,060( $231,000,000 7339478 4829407 $2,510,071
2047 100 851 951] $6,445,940 $241,554,060| $248,000,000 7522583 4745483 $2,777,100
Total $438,995,361 $236,419,677 $202,575,684
$527,162,216 isgreater than $427,151,970
Analysis Summary

Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the M&O levy loss as a result of
the limitation agreement?
Scurce: CPA, Port Arthur LNG, LLC and affiliate Port Artlur LNG Holdings, LLC

Board Finding Number 3.

The limitation on appraised value is a determining factor in the
applicant's decision to invest capital and construct the project in this

state.
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The Comptroller is able to determine that the limitation on appraised value is a
determining factor in the Port Arthur LNG, LLC and affiliate Port Arthur LNG Holdings,
LLC’s 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:

Per the applicant:

Without the Chapter 313 property tax valuation limit, Sempra (the parent company)
can turn its investment and project development efforts to another project in another state
and/or country where the economics better meet the company’s investment and economic
objectives. These include: Cameron Parish in Louisiana and Ensenada in Mexico.

Without the economic benefits of Chapter 313, the company’s ability to market the
project to third party off-takers and prospective equity investors becomes more
challenging.

e Cameron Parish LNG has been approved for the Louisiana’s Industrial Tax
Exemption for ten years with 100% property tax exemption. However, the
applicant has not made a final decision to invest in the proposed expansion.

e Chapter 313 value limitation is critical to the successful development of the
project in Texas.

e On March 23, 2015, the applicant issued a press release asserting that the
development of Port Arthur liquefaction project is contingent on completing
the required commercial agreements, securing all the necessary permits and
approvals, obtaining financing and incentive, reaching a final investment
decision and other factors associated with the investment.

e On June 3, 2015, the applicant issued a second press release indicating that
the company had executed a non-binding memorandum of understanding
with an affiliate Woodside Petroleum Limited with respect to the
preliminary diligence and discussions regarding a potential joint
development of the proposed project.

e  On June 4, 2015, The Sydney Morning Herald article reported that, Scott

Chrisman, Sempra Vice President of Commercial Development said that,
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the combination of Woodside and Sempra would create an extraordinary
complementary set of experiences and skills.

On February 25, 2016, the PRNewswire article reported that, the new
agreement expands on the memorandum of understanding previously
signed by the parties in June 2015 and provides a framework regarding how
Sempra LNG and Midstream and Woodside will contribute their experience

and share the costs related to the development, technical design, permitting

and commercial development of the liquefaction project.

Board Finding Number 4.

The Board finds that the Application Fee received was reasonable and
only in such an amount as was necessary to cover the District’s costs of
processing the Application under consideration.

In support of Finding 4, the Board reviewed the Application Fee payment included in the

Application at Attachment A, the contract with the District’s consultants and the internal

costs for processing the application, if any.

Board Finding Number 5.

Based upon the Application and in the Comptroller’s Economic Impact
Evaluation and Certification, Attachment B, the Board finds that that
the number of jobs to be created and the wages to be paid comply with
the requirements of statute; and, the Board further finds that the
Chapter 313 Tax Limitation Agreement (Attachment G) contains all
required provisions and information related to job creation
requirements, to wit: the provisions set forth in Subsections 9.1C&D of
such Agreement.

In its Application, Applicant has committed to creating eighty (80) new qualifying jobs.
The average salary level of qualifying jobs will be at least $66,830 per year, The review of
the application by the Comptroller’s indicated that this amount—based on Texas
Workforce Commission data—complies with current Tex. Tax Code §313.021(3)
requirement that qualifying jobs must pay 110 percent of the county average manufacturing

wage. As defined in Section 313.021 of the Tax Code, "Qualifying Job" means a permanent

full-time job that:
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(A) requires at least 1,600 hours of work a year;

(B) is not transferred from one area in this state to another area in this state;

(C) is not created to replace a previous employee;

(D) is covered by a group health benefit plan for which the business offers to pay
at least 80 percent of the premiums or other charges assessed for employee-
only coverage under the plan, regardless of whether an employee may
voluntarily waive the coverage; and

(E) pays at least 110 percent of the county average weekly wage for manufacturing

jobs in the county where the job is located.

Board Finding Number 6.
The Applicant intends to create twenty (20) non-qualifying jobs.

In its Application, Applicant has indicated that it intends to create twenty (20) non-
qualifying jobs. For all non-qualifying jobs the Applicant will be required to pay at least
the county average wage of $54,977 for all jobs in the county in accordance with the

provisions of Tex. Tax Code §313.024(d).

Board Finding Number 7.

The revenue gains that will be realized by the school district if the
Application is approved will be significant in the long-term, with
special reference to revenues used for supporting school district debt.

In support of this finding, the analysis prepared by Moak, Casey & Associates projects that
the project would initially add $5.2 billion to the tax base for debt service purposes at the
peak investment level for the 2024-25 school year. The project remains fully taxable for
debt services taxes, with the District currently levying a $0.1589 per $100 I&S rate. While
the value of the Project is expected to depreciate over the life of the agreement and beyond,
full access to the additional value is expected to increase the District’s projected 1&S
taxable value well above the level available through the state’s facility programs. As a
result, local taxpayers should benefit from the addition of the Project to the local 1&S tax

roll.
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Board Finding Number 8.

The effect of the applicant’s proposal, if approved, on the number or
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with current trends suggest little
underlying enrollment growth based on the impact of the project.

The summary of financial impact prepared by Moak, Casey & Associates, Inc., indicates
that there will be little to no impact on school facilities created by the new project. This
finding is confirmed by the TEA evaluation of this project’s impact on the number and size

of school facilities in the District as stated in Attachment F.

Board Finding Number 9.

The Board finds that with the adoption of District Policy CCG (Local),
implemented in conformance with both Comptroller and Texas
Education Agency Rules governing Chapter 313 Agreements, it has
developed a process to verify, either directly or through its consultants,
the accuracy and completeness of information in annual eligibility
reports and biennial progress reports regarding (1) the reported
number of jobs created and (2) the reported amount invested in the

property.

Board Finding Number 10.

The Board of Trustees hired consultants to review and verify the
information in the Application. Based upon the consultants’ review, the
Board has determined that the information provided by the Applicant
is true and correct.

The Board has developed a written policy CCG (Local) which requires, upon the filing of
an Application under Tax Code Chapter 313, the retention of consultants in order to verify:
(1) that Applicant’s information contained in the Application as to existing facts is true and
correct; (2) that Applicant’s information contained in the Application with respect to
projections of future events are commercially reasonable and within the ability of
Applicant to execute; (3) that information related to job creation is commercially
reasonable and within the ability of Applicant to execute; (4) that Applicant’s
representations concerning and economic incentives being offered, if any, and (5) the

proposed project meets eligibility requirements.
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As a part of its verification process the Board notes that the Chapter 313 Application for
which these Findings are being made has been submitted by the Applicant under oath.
Chapter 313 Applications are governmental records under Tex. Penal Code §37.01(2)(A);
as a result, all statements contained therein are representations of fact within the meaning
of Tex. Penal Code § 37.01(3). Since Board action upon the adoption of these Findings
and the approval of the Chapter 313 Tax Limitation Agreement (Attachment G) is an
“official proceeding,” a false statement on a Chapter 313 application constitutes perjury

under Tex. Penal Code § 37.03.

The Board finds that sworn statements are routinely used as an acceptable verification
method for reliance by fact finders in each of the three separate branches of government,

including trials,

The consultants have prepared signed statements that the consultants have reviewed and
verified the contents of the Application and have determined that the current statements of
fact contained in the Application are true and correct. (Attachment H) The Board finds
that reliance by the Board and its consultants upon verified statements of the Applicant,
especially as to Applicant’s future intentions which cannot be objectively verified is

reasonable and within the intent of Chapter 313, Texas Tax Code.

Board Finding Number 11.

The Board of Trustees has determined that the Tax Limitation Amount
requested by Applicant is currently Thirty Million Dollars, which is
consistent with the minimum values currently set out by Tax Code, §
313.054(a).
The Board finds that the Chapter 313 Tax Limitation Agreement (Attachment G), in
accordance with Comptroller’s Form 50-826, contains all required provisions and
information related to the required investment amount, to wit: the amount set forth in
Section 2.5 of said Agreement. According to the Texas Comptroller of Public Accounts’

School and Appraisal Districts’ Property Value Study 2015 Final Findings made under
Subchapter M, Chapter 403, Government Code for the preceding tax year, Attachment F.

Page 10



The total industrial value for the District is $574.5 million. The District is categorized as
Subchapter C, which applies only to a school district that has territory in a strategic
investment area, as defined under Subchapter O, Chapter 171, Tax Code or in a county: (1)
that has a population of less than 50,000 and (2) in which, from 1990 to 2000, according
to the federal decennial census, the population: (A) remained the same; (B) decreased; or
(C) increased, but at a rate of not more than three percent per annum. The District is
classified as a “rural” district due to its placement in a strategic investment area. Given that
the value of industrial property is more than $200 million, it is classified as a Category I

district which can offer a minimum value limitation of $30 million.

Board Finding Number 12.

The Board finds that the Chapter 313 Tax Limitation Agreement
(Attachment G) contains all necessary provisions and information
related to establishing the required investment amount, to wit: the
amount set forth in Section 2.5 of said Agreement.

The Board relies on the certifications of its consultants and the Comptroller’s Approval of

the Agreement form to make this Finding. (Attachment I)

Board Finding Number 13.
The Applicant (Taxpayer No. 12012553108; 32037013102) is eligible for
the limitation on appraised value of qualified property as an active
franchise-tax paying entity.
The Applicant, (Texas Taxpayer No. 12012553108; 32037013102), is an entity subject to
Chapter 171, Texas Tax Code, and is certified to be an active franchise tax payer by the
Comptroller. See Attachment B. The Board also finds that the Chapter 313 Tax Limitation
Agreement (Attachment G) contains all required provisions necessary for the Board to

assess eligibility of any business to which an agreement is transferred.
Board Finding Number 14.

The project will be located within an area that is designated as a
reinvestment zone, pursuant to Chapter 312 of the Texas Tax Code.
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Board Finding Number 15.

The Agreement for an Appraised Value Limitation on Qualified
Property, pursuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, includes adequate and appropriate revenue
protection provisions for the District, and such provisions comply with
the specific terms of Texas Tax Code, Chapter 313.

In support of this finding, the report of Moak, Casey & Associates, Inc. shows that the
District will incur a revenue loss in the first and subsequent years that the value limitation
is in effect without the proposed Agreement. However, with this Agreement, the negative
consequences of granting the value limitation are offset through the revenue protection
provisions agreed to by the Applicant and the District. The Agreement contains adequate
revenue protection measures for the duration of the Agreement. In support of this Finding,

the Board relies upon the recommendation of its consultants. (Attachment H)

Board Finding Number 16.

The Board finds that the Chapter 313 Tax Limitation Agreement
(Attachment G) contains all required provisions necessary for the
Board to assess performance standards and to require periodic
deliverables that will enable it to hold businesses accountable for
achieving desired results, to wit: the reporting requirements set forth
in Article VIII of said Agreement.

Board Finding Number 17.

The Board finds that there are no conflicts of interest at the time of
considering the agreement.

The Board finds that with the adoption of District Policies BBFA and BBFB, both (Legal)
and (Local), set forth at http://pol.tasb.org/Home/Index/727, that it has taken appropriate

action to ensure that all District Trustees and the Superintendent, have disclosed any
potential conflicts of interest, and that such disclosures will be made if any conflict of
interest arises in the future, in compliance with the requirements of Texas Local Gov’t

Code §171.004.

In addition, at the public hearing, the Board caused the statement set forth in Attachment
J to be read into the public record and that only Board members audibly responding that
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no conflict of interest existed either deliberated or voted on the Tax Limitation Agreement,
these Findings or any matter relating to the Application upon which these Findings have

been premised.

The Board finds that with the adoption of District Policies DBD, DGA, DH, and BBFB,
both (Legal) and (Local) that it has taken appropriate action to ensure that all District
employees and/or consultants, have disclosed any potential conflicts of interest, and that
such disclosures will be made if any conflict of interest arises in the future, in compliance

with the requirements of Texas Local Gov’t Code §171.004.

The Board finds that that no non-disclosed conflicts of interest exist as to the Application

for which these Findings are being made, as of the time of action on these Findings.

Board Finding Number 18.

The Board directs that a link on its Web site to the Comptroller’s
Office’s Web site where appraisal limitation related documents are
made available to the public.

Board Finding Number 19.

Considering the purpose and effect of the law and the terms of the
Agreement, that it is in the best interest of the District and the State to
enter into the attached Agreement for Limitation on Appraised Value
of Property for School District Maintenance and Operations Taxes.

It is therefore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authorized to be executed and delivered by and on behalf of the
District. It is further ORDERED that these findings and the Attachments referred to herein
be attached to the Official Minutes of this meeting, and maintained in the permanent

records of the Board of Trustees of the District.
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Dated the 24" day of October 2016.

SABINE PASS INDEPENDENT SCHOOL DISTRICT
¢

By: Y @rze! ,,z._/ L,(’ i

Lané Plauche, President, Board of Trustees
ATTEST:
By:

Phyllis Almond, Secretary, Board of Trustees

"/" /¢£ 5/(/,4.//
4
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Attachment A

Application



O'HanrLoN, McCoLLoM & DEMERATH

ATTORNEYS AND COUNSELORS AT LAW

BOB WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE: (512) 494-9949
FACSIMILE: (512) 494-9919

Kevin O’HANLON
CERTIFIED, CiviL APPELLATE
CERTIFIED, CIvIL TRIAL

LesLie McCoLLom
CERTIFIED, CIVIL APPELLATE
CERTIFIED, LABOR AND EMPLOYMENT

TExAs BOARD OF LEGAL SPECIALIZATION

JusTiN DEMERATH

December 17, 2015

Local Government Assistance & Economic Analysis
Texas Comptroller of Public Accounts

P.O. Box 13528

Austin, Texas 78711-3528

RE:  Application to the Sabine Pass Independent School District from Port Arthur LNG,
LLC and affiliate Port Arthur LNG Holdings, LLC

(First Qualifying Year 2021; First Year of Value Limitation 2023)

To the Local Government Assistance & Economic Analysis Division:

By copy of this letter transmitting the application for review to the Comptroller’s Office, the
Sabine Pass Independent School District is notifying Port Arthur LNG, LLC and affiliate Port
Arthur LNG Holdings, LLC of its intent to consider the application for appraised value limitation
on qualified property should a positive certificate be issued by the Comptroller. The company has
provided the schedules in both electronic format and paper copies. The electronic copy is
identical to the hard copy that will be hand delivered. The Applicant has requested that the value
limitation begin in 2023.

The Applicant submitted the Application to the school district on December 14, 2015. The Board
voted to accept the application on December 14, 2015. The application has been determined
complete as of December 17, 2015. Please prepare the economic impact report.



Letter to Local Government Assistance & Economic Analysis Division
December 17, 2015
Page 2 of 2

A copy of the application will be submitted to the Jefferson County Appraisal District.

Sincerely,

Kevin O’Hanlon
School District Consultant

Cc:  Jefferson County Appraisal District
Port Arthur LNG, LLC and affiliate Port Arthur LNG Holdings, LLC

Sabine Pass Independent School District



Economic Development

Application for Appraised Value Limitation on Qualified Property il Aulysis
(Tax Code, Chapter 313, Subchapter B or C) Form 50-296-A

INSTRUCTIONS: This application must be completed and filed with the school district. In order for an application to be processed, the governing body
{school board) must elect to consider an application, but — by Comptroller rule — the school board may elect to consider the application only after the
school district has received a completed application. Texas Tax Code, Section 313.025 requires that any completed application and any supplemental
materials received by the school district must be forwarded within seven days to the Comptroller of Public Accounts.

If the school board elects to consider the application, the school district must:
¢ notify the Comptroller that the school board has elected to consider the application. This notice must include:
— the date on which the school district received the application;
— the date the school district determined that the application was complete;
- the date the school board decided to consider the application; and
— arequest that the Comptroller prepare an economic impact analysis of the application;
¢ provide a copy of the notice to the appraisal district;
* must complete the sections of the application reserved for the school district and provide information required in the Comptroller rules located at 34
Texas Administrative Code (TAC) Section 9.1054; and '
» forward the original hard copy of the completed application to the Comptroller in a three-ring binder with tabs, as indicated on page 9 of this
application, separating each section of the documents, in addition to an electronic copy on CD. See 34 TAC Chapter 9, Subchapter F,

The governing body may, at its discretion, allow the applicant to supplement or amend the application after the filing date, subject to the restrictions in 34
TAC Chapter 9, Subchapter F.

When the Comptroller receives the notice and required information from the school district, the Comptroller will publish all submitted application materials
on its website. The Comptroller is authorized to treat some application information as confidential and withhold it from publication on the Internet. To do so,
however, the information must be segregated and comply with the other requirements set out in the Comptroller rules. For more information, see guidelines
on Comptroller's website.

The Comptroller will independently determine whether the application has been completed according to the Comptrollet’s rules {34 TAC Chapter 9,
Subchapter F). If the Comptroller finds the application is not complete, the Comptroller will request additional materials from the school district. Pursuant to
9.1053(a)(1)(C), requested information shall be provided within 20 days of the date of the request. When the Compiroller determines that the application is
complete, it will send the school district a notice indicating so. The Comptroller will determine the eligibility of the project, issue a certificate for a limitation
on appraised value to the schoal board regarding the application and prepare an economic impact evaluation by the 90th day after the Comptroller
receives a complete application—as determined by the Comptroller,

The school board must approve or disapprove the application not later than the 150th day after the application review start date (the date the application is
finally determined to be complete), unless an extension is granted. The Comptroller and school district are authorized to request additional information from
the applicant that is reasonably necessary to issue a certificate, complete the economic impact evaluation or consider the application at any time during
the application review period.

Please visit the Comptroller's website to find out more about the program at www.texasahead.org/tax_programs/chapter313/. There are links to the Chapter
313 statute, rules, guidelines and forms. Information about minimum limitation values for particular districts and wage standards may also be found at that site.

SECTION 1: School District Information

1. Authorized School District Representative
Decemben4, 2015
Date Application Received by District

Kristi Heid
First Name - Last Name
Superintendent

Title -

Sabine Pass Independent School District
School District Name N

5641 S. Gulfway Dr.

Sireet Address
P.O. Box 1148
ﬁailing Address B i
Sabine Pass TX 77655
City ' State ) oz o
(409) 971-2321 (409) 971-2120
Phone Number ‘ o N o Fax Number
kheid@sabinepass.net
I\I)bile Number (optional) l%éi-l Address
2, Does the district authorize the consultant to provide and obtain information related to this application? . . .................. LZ] Yes |—__I No
The Economic Development and Analysis Division at the Texas Comptroller of Public Accounts For more information, visit our website:
provides information and resources for taxpayers and local taxing entities. www.TexasAhead.org/tax_programs/chapter313/

50-296-A » 05-14/2
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Economic Development

Botmis SR Appli getian for Appraised Value Limitation on Qualified Prq perty

SECTION 1: School District Information (continued)

3. Authorized School District Consultant (If Applicable)

Daniel T. Casey

First Name Last Name

Partner
Title o

Moak, Casey & Associates LLP

Firm Name

512-485-7878 512-485-7888

Phene Number Fax Number )

dcasey@moakcasey.com
Mobile Number (optional) Email Address

4. On what date did the district determine this application complete? ... ...........coiiiieiriiriieeinieen, December 17, 2015

5. Has the district determined that the electronic copy and hard copy are identical? . .. .......ovvvier iy Yes D No

SECTION 2: Applicant Information

1. Authorized Company Representative (Applicant)

James Asay

First Name Last Name

Vice President - Tax Port Arthur LNG, LLC
Title Organization

488 8th Ave., HQO8N1

Street Address

488 8th Ave., HQO8N1
Mailing Address

San Diego CA 92101
ay__ State ZIP
(619) 696-4836 (619) 696-3060
Phene Number Fax Number
jasay@sempra.com
Mobile Number (optional) Business Email Address

2. Will a company official other than the authorized company representative be responsible for responding to future

2a. If yes, please fill out contact information for that person.

Marvin Ivey

First Name I:'a—stﬁName
Director - Commercial Development Sempra LNG
Title Organization
2925 Briarpark Drive, Suite 900

Street Address

2925 Briarpark Drive, Suite 900
Malling Address )

Houston TX 77042

City ) State ' zIp

(832) 460-6580

Phone Number Fax Number o o
mivey@sempra.com

ﬁobile Number (optional) Business Emall Address

3. Does the applicant authorize the consultant to provide and obtain information related to this application? . ................. |Z| Yes EJ No

For mare information, visit our website: www.TexasAhead.org/tax_programs/chapter313/
Page 2 * 50-296-A = 05-14/2




‘. Application for Appraised Value Limitation on Qualified Property

Form 50-296-A

SECTION 2: Applicant Information (continued)

4. Authorized Company Consultant (If Applicable)

Greg Maxim

First Name Last Name
Partner
Tille o

Cummings Westlake LLC

Firm Name

(713) 266-4456 (713) 266-2333
Phone Number Fax Number

gmaxim@cwlp.net

Business Email Address

SECTION 3: Fees and Payments

1. Has an application fee been paid to the school district? . . ... ... o lz Yes |:| No
The total fee shall be paid at time of the application is submitted to the school district. Ahy fees not accompanying the original application shall be con-
sidered supplemental payments.

1a. If yes, attach in Tab 2 proof of application fee paid to the school district.

For the purpose of questions 2 and 3, "“payments to the school district” include any and all payments or transfers of things of value made to the school dis-
trict or to any person or persons in any form if such payment or transfer of thing of value being provided is in recognition of, anticipation of, or consideration
for the agreement for limitation on appraised value.

2. Will any “payments to the schoal district” that you may make in order to receive a property tax value limitation
agreement result in payments that are not in compliance with Tax Code §313.027()? ...........coiiiiin... D Yes m No I:I N/A

If “payments to the school district” will only be determined by a formula or methodology without a specific
amount being specified, could such method result in “payments to the school district” that are not in

compliance with Tax Gode §313.027()7 « .. ... .. ettt ettt [ ] ves No [ | A

SECTION 4: Business Applicant Information

@

1. What is the legal name of the applicant under which this application is made? Port Arthur LNG, LLC and affiliate: Port Arthur LNG Holdings,LLC

2. List the Texas Taxpayer |.D. number of entity subject to Tax Code, Chapter 171 (711 digits) .. ..........ccoveivi

3. Listthe NAICS@oHe: « su vv cv v nnis se ou e dovians o5 ve 0 OF 4 W CORORis Ve Ve 3 BF o VR SR e e as iR 0 oY o 325120

Is the applicant a party to any other pending or active Chapter 313 agreements? . ......... ... . i, D Yes No
4a. If yes, please list application number, name of school district and year of agreement

&

SECTION 5: Applicant Business Structure

Limited Liability Company

1. Identify Business Organization of Applicant (corporation, limited liability corporation, etc)
2. Is applicant a combined group, or comprised of members of a combined group, as defined by Tax Code §171.0001(7)? ...... Yes D No
2a. If yes, attach in Tab 3 a copy of Texas Comptroller Franchise Tax Form Ne. 05-165, No. 05-166, or any other documentation
from the Franchise Tax Division to demonstrate the applicant’s combined group membership and contact information.
3. Is the applicant current on all tax payments duetothe State of Texas? . ... .. ... .. i i |Z| Yes I:I No
4. Are all applicant members of the combined group current on all tax payments due to the State of Texas? ....... [Z| Yes |:| No D N/A
5. If the answer to question 3 or 4 is no, please explain and/or disclose any history of default, delinquencies and/or

any material litigation, including litigation involving the State of Texas. (If necessary, attach explanation in Tab 3)

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/

50-296-A * 05-14/2  Page 3
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and Analy d PfOpﬁfty
Form 50-296-A

SECTION 6: Eligibility Under Tax Code Chapter 313.024

1. Are you an entity subject to the tax under Tax Code, Chapter 1717 .. ..ottt e |7 Yes rl No
2. The property will be used for one of the following activities:

(1) MANUICIUNING . oot e e e e e e e e |Z| Yes D No

(2) research and develoPIMBNt ..« is iw eu severammmiie s v a2 b el BE AT S T a0 §R s e e R D Yes IZI No
(3) a clean coal project, as defined by Section 5.001, WaterCode . ........ ..., D Yes No
(4) an advanced clean energy project, as defined by Section 382.008, Health and SafetyCode ...................... D Yes |:/:I No
(5) renewable energy electric GENEratiON . .. ... ..ot e Ij Yes IE No
(6) electric power generation using integrated gasification combined cycle technology . . ... [j Yes IZ| No
(7) niicloar Slacttic POWEF GONEFAtON «onmms i v s o wsm s e b v 9% SRR 0 B8 T G b ORI TE T B8 Ij 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) ....... ... ... . . . . i i, EI Yes L_/ No
(9) a Texas Priority Project, as defined by 313.024(e)(7) and TAC 9.1051 . .. ... ... i e |:| Yes No
3. Are you requesting that any of the land be classified as qualified investment? .......... .. .. . i D Yes / No
4. Will any of the proposed qualified investment be leased under a capitalized lease? . ..., ’:' Yes IZI No
5. Will any of the proposed qualified investment be leased under an operating lease? ...........covviiii iy I:J Yes [Z' No
6. Are you including property that is owned by a person other than the applicant? . ........... .. i 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

vourigqualified InvestmEnt? « .o w vamm swmems oo v s s e bn mEE e B e v SRR W R s Y VR SEERRERSTEG W6 S v @ 0 Y e D Yes [Zl No

SECTION 7: Project Description

1. In Tab 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.

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

l:l 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 ocour? .. ... vi i e IZl Yes I__—| No
2. Has the applicant entered into any agreements, contracts or letters of intent related to the proposed project? .............. |:| Yes I_—(] No
3. Does the applicant have current business activities at the location where the proposed project will occur? . ................ |:| Yes [z No
4. Has the applicant made public statements in SEC filings or other documents regarding its intentions regarding the

proposed Project loCation? . . . .. e e e e ‘/ Yes D No
5. Has the applicant received any local or state permits for activities on the proposed projectsite? . . ....... ... .. ... ..., [:l Yes m No
6. Has the applicant received commitments for state or local incentives for activities at the proposed project site? .. ........... D Yes [tl No
7. Is the applicant evaluating other locations not in Texas for the proposed project? ... i 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? ... ... e |:| Yes ( No
9. Has the applicant provided information related to the applicant’s inputs, transportation and markets for the proposed project? . . . . L Yes m 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 inTexas? . ... i i m Yes D No

Chapter 313.026(e) states “the applicant may submit information to the Comptroller that would provide a basis for an affirmative determination
under Subsection (c)(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/

Page 4 + 50-296-A » 05-14/2
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Application for Appraised Value Limitation on Qualified Property

Form 50-296-A

SECTION 9: Projected Timeline

Application approval by school board . . ... ... May 2016 =
Commencement of CONSIIUCTION . . .. ...ttt e ettt ettt et e et et e Q4 - 2018
Beginning of qualifying time period . ... .. e 2021
Eistyeaf@iIRRation con o o o sv svosemmsss e amagies o6 o 5 man CETERE B 55 5 BT I8 SSREENEERE S W 0 2023
Begin' hiring NEWBMPIOYEES ... «x v v amswmncsiin o ws ewmes o s 6 i 46 aeevsams s s 6 w6 G SERERSERE i 6 Q2 - 2023

6. Commencement of commercial OPerations . . ... ..o ittt e e e e e QZ - 2023
Do you propose to construct a new building or te erect or affix a new improvement after your application review —
start date (date your application is finally determined to be complete)? .. ... oot e |Z’ Yes L No
Note: Improvements made before that time may not be considered qualified property.

Q4 - 2022

@

When do you anticipate the new buildings or improvements will be placed in service? .................covvvinn

-

©

Es

[

@

SECTION 10: The Property

Identify county or counties in which the proposed project will be located Jefferson County

Jefferson CAD

Identify Gentral Appraisal District (CAD) that will be responsible for appraising the property
Will this CAD be acting on behalf of another CAD to appraise this property? ... D Yes |Z| No
List all taxing entities that have jurisdiction for the property, the portion of project within each entity and tax rates for each entity:
Coulity: Jefferson County, $0.365, 100% City: City of Port Arthur, $0.792, 50%
(Name, tax rate and percent of project) (Name, tax rate and percent of project)
Hospital District: N/A R Water District: N/A
(Name, tax rate and percent of project) (Name, tax rate and percent of project)
; o § i 0,
Other (deserbe): Port of Sabine Pass, $0.256673, 100% Other describe): Sabine Neches Nav. Dist., $0.089374, 100%
(Name, tax rate and percent of project) (Name, tax rate and percent of project)
Is the project located entirely within the ISD listed in SEGHON 17 . ..+ .. o'\ ettt es e te e e [y]ves [ |no

5a. If no, attach in Tab 6 additional information on the project scope and size to assist in the economic analysis.

Did you receive a determination from the Texas Economic Development and Tourism Office that this proposed project and at least
one other project seeking a limitation agreement constitute a single unified project (SUP), as allowed in §313.024(d-2)? ........ D Yes ’7| No

6a. If yes, attach in Tab 6 supporting documentation from the Office of the Governor.

SECTION 11: Investment

N

OTE: The minimum amount of qualified investment required to qualify for an appraised value limitation and the minimum amount of appraised value limita-

tion vary depending on whether the school district is classified as Subchapter B or Subchapter C, and the taxable value of the property within the school

di

1.

n

H w

o

strict. For assistance in determining estimates of these minimums, access the Comptroller’s website at www.texasahead.org/tax_programs/chapter313/.

30,000,000.00
30,000,000.00

Note: The property value limitation amount is based on property values available at the time of application and
may change prior to the execution of any final agreement.

Does the gualified investment meet the requirements of Tax Code §313.021(1)7 ...ttt i e |Z] Yes [l No

Attach a description of the qualified investment [See §313.021(1).] The description must include:
a. a specific and detailed description of the qualified investment you propose to make on the property for which you are requesting an appraised
value limitation as defined by Tax Code §313.021 (Tab 7);
b. a description of any new buildings, proposed new improvements or personal property which you intend to include as part of your minimum quali-
fied investment (Tab 7}); and
¢.  a detailed map of the qualified investment showing location of tangible personal property to be placed in service during the qualifying time period
and buildings to be constructed during the qualifying time period, with vicinity map (Tab 11).

Do you intend to make at least the minimum gualified investment required by Tax Code §313.023 (or §313.053 for
Subchapter C school districts) for the relevant school district category during the qualifying time period? .................. |Z| Yes l:| No

For more information, visit our website: Www.TexasAhead.org/tax_programs/chapter313/

50-296-A » 05-14/2 @ Page 5




R Application for Appraised Value Limitation on Qru'alifi:e'd Property

SECTION 12: Qualified Property

1. Aftach a detailed description of the qualified property. [See §313.021(2)] (If qualified investment describes qualified property exactly, you may skip items
a, b and ¢ below.) The description must include:
1a. a specific and detailed description of the qualified property for which you are requesting an appraised value limitation as defined by Tax Code
§313.021 (Tab 8);
1b. a description of any new buildings, proposed new improvements or personal property which you intend to include as part of your qualified prop-
erty (Tab 8); and

1c. a map of the qualified property showing location of new buildings or new improvements with vicinity map (Tab 11).
2. Is the land upon which the new buildings or new improvements will be bullt part of the qualified property described by —
BB13.021{2)(A)7 + + vttt e ] Yes LJ No
2a. If yes, attach complete documentation including:
a. legal description of the land (Tab 9);

b. each existing appraisal parcel number of the land on which the new improvements will be constructed, regardless of whether or not all of
the land described in the current parcel will become qualified property (Tab 9);

c. owner (Tab 9);
d. the current taxable value of the land. Attach estimate if land is part of larger parcel (Tab 9); and
e. adetailed map showing the location of the land with vicinity map (Tab 11).

3. Is the land on which you propose new construction or new improvements currently located in an area designated as a -
reinvestment zone under Tax Code Chapter 311 or 312 or as an enterprise zone under Government Code Chapter 23037 . . . . D Yes m No
3a. |If yes, attach the applicable supporting documentation:
a. evidence that the area qualifies as a enterprise zone as defined by the Governor's Office (Tab 16);
b. legal description of reinvestment zone (Tab 16);
c. order, resolution or ordinance establishing the reinvestment zone (Tab 16);
d. guidelines and criteria for creating the zone (Tab 16); and
e. a map of the reinvestment zone or enterprise zone boundaries with vicinity map (Tab 11)
3b. If no, submit detailed description of proposed reinvestment zone or enterprise zone with a map indicating
the boundaries of the zone on which you propose new construction or new improvements to the Comptroller's

office within 30 days of the application date. What is the anticipated date on which you will submit final proof
of a reinvestment Zone or eNterprise ZONE? ... .. it e

January 2016

SECTION 13: Information on Property Not Eligible to Become Qualified Property

1. In Tab 10, attach a specific and detailed description of all existing property. This includes buildings and improvements existing as of the application
review start date (the date the application is determined to be complete by the Comptroller). The description must provide sufficient detail to locate all
existing property on the land that will be subject to the agreement and distinguish existing property from future proposed property.

2. In Tab 10, attach a specific and detailed description of all proposed new property that will not become new improvements as defined by TAC
9.10561. This includes proposed property that: functionally replaces existing or demolished/removed property; is used to maintain, refurbish, renovate,
modify or upgrade existing property; or is affixed to existing property; or is otherwise ineligible to become qualified property. The description must
provide sufficient detail to distinguish existing property {question 1) and all proposed new property that cannot become qualified property from proposed
qualified property that will be subject to the agreement (as described in Section 12 of this application).

8. For the property not eligible to become qualified property listed in response to questions 1 and 2 of this section, provide the following supporting
information in Tab 10:

a. maps and/or detailed site plan;

surveys;

appraisal district values and parcel numbers;
inventory lists;

existing and proposed property lists;

model and serial numbers of existing property; or
other information of sufficient detail and description.

@ -~poew

$ 0.00

5. In Tab 10, include an appraisal value by the CAD of all the buildings and improvements existing as of a date
within 15 days of the date the application is received by the school district.

6. Total estimated market value of proposed property not eligible to become qualified property
(that property described in response {0 QUESHIOM 2)1 . ...ttt e i e e $

10,000,000.00

Note: Investment for the property listed in question 2 may count towards qualified investment in Column C of Schedules A-1 and A-2, if it meets the require-

ments of 313.021(1). Such preperty cannot become qualified property on Schedule B.

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/

Page 6 » 50-296-A = 05-14/2



Application for Appraised Value Limitation on Qualified Property SR
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SECTION 14: Wage and Employment Information

1.

10.

1.

12,

13.

What is the estimated number of permanent jobs (more than 1,600 hours a year), with the applicant or a contractor
of the applicant, on the proposed qualified preperty during the last complete quarter before the application review

start date (date your application is finally determined to be complete)?. . ... i i 0

What is the last complete calendar quarter before application review start date:

L-j First Quarter I:| Second Quarter m Third Quarter E| Fourth Quarter of ig;f

What were the number of permanent jobs (more than 1.600. hqurs a year) this applicant had in Texas during the 0

most recent quarter reported to the Texas Workforce Commission (TWC)? . ... .. i

Note: For job definitions see TAC §9.1051 and Tax Code §313.021(3).

What is the number of new qualifying jobs you are commitlingto create? . .........c.ovviiiviiinir e —— 80

What is the number of new noen-qualifying jobs you are estimating you will create? . ...........c.ovvviiivnnnn.. 20

Do you intend to request that the governing body waive the minimum new qualifying job creation requirement, as

provided under Tax Gode §313.025(F-1)7 .~ ...« v v rre ettt [ ves ] No

6a. If yes, aitach evidence in Tab 12 documenting that the new qualifying job creation requirement above exceeds the number of employees neces-
sary for the operation, according to industry standards.

Attach in Tab 13 the four most recent quarters of data for each wage calculation below, including documentation from the TWC website. The final actual
statutory minimum annual wage requirement for the applicant for each qualifying job — which may differ slightly from this estimate — will be based on
information from the four quarterly periods for which data were available at the time of the application review start date (date of a completed application).
See TAC §9.1051(21) and (22).

a. Average weekly wage for all jobs (all industries) inthe countyis ...t 1,050.50
b. 110% of the average weekly wage for manufacturing jobs inthe countyis . ..............ccviiiino.... 2,093.30
c. 110% of the average weekly wage for manufacturing jobs inthe regionis .............coiiiiiin ... 1,285.18
Which Tax Code section are you using to estimate the qualifying job wage standard required for
HIS PIOJEOI? -t v e vttt e e et ettt e e e e || s313.0215)8) or [/] §313.021(5)(8)
What is the minimum required annual wage for each qualifying job based on the qualified property? .............. 66,829.00
What is the annual wage you are committing to pay for each of the new qualifying jobs you creale on the
ARAHER BIOPBINT ov i wommams sa v dor s vmesiem 0 58 558 4 8 SRRTCESRETIS G W S DR S B T e 66,830.00
Will the qualifying jobs meet all minimum requirements set out in Tax Code §313.021(3)7 ... ... oo, |_7_| Yes |:| No
Do you intend to satisfy the minimum gqualifying job requirement through a determination of cumulative economic
benefits to the state as provided by §313.021(3)(F)7 . .. ..ottt et e e I—I Yes |__7| No
12a. If yes, attach in Tab 12 supporting documentation from the TWC, pursuant 1o §313.021(3)(F).
Do you intend to rely on the project being part of a single unified project, as allowed in §313.024(d-2), in meeting the —
gualifyitig Job FeqUIEINBNISE o avmmn i i mvle mome b8 w5 s 55 50 0F 05 TEERMAYE @ v O 06 150 oo @ 0RES 95 8% 0 5 o en s o ( ’ Yes IZI No

13a. If yes, attach in Tab 6 supporting documentation including a list of qualifying jobs in the other school district(s).

SECTION 15: Economic Impact

1

Complete and attach Schedules A1, A2, B, C, and D in Tab 14. Note: Excel spreadsheet versions of schedules are available for download and printing at
URL listed below.

Attach an Economic Impact Analysis, if supplied by other than the Comptroller's Office, in Tab 15. (not required)

If there are any other payments made in the state or economic information that you believe should be included in the economic analysis, attach a sepa-
rate schedule showing the amount for each year affected, including an explanation, in Tab 15.

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/

50-296-A « 05-14/2 * Page 7



Economic Developr
and f\ll.!1_\‘\i‘\
Form 50-296-A

APPLICATION TAB ORDER FOR REQUESTED ATTACHMENTS

| TAB  ATTACHMENT

1 Pages 1 through 11 of Application

2 Proof of Payment of Application Fee

3 Documentation of Combined Group membership under Texas Tax Code 171.0001(7), history of tax default, delinquencies and/or material
litigation (if applicable)

4 Detailed description of the project
5 Documentation to assist in determining if limitation is a determining factor
6 Description of how project is located in more than one district, including list of percentage in each district and, if determined to be a single

unified project, documentation from the Office of the Governor (if applicable)

7 Description of Qualified Investment

8 Description of Qualified Property

9 Description of Land

10 Description of all property not eligible to become qualified property (if applicable)

1 Maps that clearly show:

a) Project vicinity

b) Qualified investment including location of tangible personal propertry to be placed in service during the qualifying time period and
buildings to be constructed during the qualifying time period

c) Qualified property including location of new buildings or new improvements

d) Existing property

e) Land location within vicinity map

f) Reinvestment or Enterprise Zone within vicinity map, showing the actual or proposed boundaries and size

Note: Electrenic maps should be high resolution files. Include map legends/markers.

12 Request for Waiver of Job Creation Requirement and supporting information (if applicable)

13 Calculation of three possible wage requirements with TWC documentation

14 Schedules A1, A2, B, C and D completed and signed Economic Impact (if applicable)

15 Economic Impact Analysis, other payments made in the state or other economic information (if applicable)

16 Description of Reinvestment or Enterprise Zone, including:

a) evidence that the area qualifies as a enterprise zone as defined by the Governor's Office
b} legal description of reinvestment zone*

¢) order, resolution or ordinance establishing the reinvestment zone*

d) guidelines and criteria for creating the zone*

*To be submitted with application or before date of final application approval by school board

17 Signature and Certification page, signed and dated by Authorized School District Representative and Authorized Company Representative
(applicant)

For more information, visit our website: Www.TexasAhead.org/tax_programs/chapter313/

50-296-A » 05-14/2 » Page 9
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TAB 3

Documentation of Combined Group membership under Texas Tax Code 171.0001(7), history of tax
default, delinquencies and/or material litigation (if applicable

See Attached

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
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Port Arthur LNG, LLC
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TAB 4
Detailed Description of the Project

Provide a detailed description of the scope of the proposed project, including, at a minimum, the

type and planned use of real and tangible personal property, the nature of the business, a timeline ‘
for property construction or installation, and any other relevant information. ;

Port Arthur LNG, LLC (PALNG) is requesting an appraised value limitation from Sabine Pass
Independent School District (ISD) for the Port Arthur LNG Project (the “Project”), a proposed
liquefaction facility in Jefferson County. The proposed Sabine ISD Project (this application) will
be constructed within a Reinvestment Zone that will be created by Jefferson County in January of
2016. A map showing the location of the project is included in TAB 11.

As nations increasingly search for alternative sources of energy besides oil and coal for
power generation and other applications, demand for LNG will continue to grow. The U.S. has
an opportunity to expand its participation in the global market for natural gas, as the
country’s more than 100 years of reserves are well positioned to contribute to meeting this
growing demand. Port Arthur LNG’s production and export of LNG represents a long-term
economic stimulus to the nation’s natural gas-producing regions, including Texas and the
entire Gulf Coast. Port Arthur LNG’s proposed liquefaction facility and export terminal will
take advantage of the huge natural gas reserves that have been unlocked in recent years to
provide substantial job creation and economic stimulus to the U.S. at large. New natural gas
production and export of LNG represents a long-term economic lift to the nation’s natural
gas-producing regions and the overall U.S. economy.

The Project site is located approximately five miles south of the intersection of SH 87 and SH 82
near the City of Port Arthur, along the west side of the Sabine-Neches Ship Channel, south of the
Gulf Intracoastal Waterway.

Natural gas will be delivered to the Project through proposed new pipelines and associated
facilities being developed by Port Arthur Pipeline, LLC, which is not part of this Chapter 313
application. The natural gas will be cooled into a liquid form and stored in three 160,000 m3 LNG
storage tanks. The maximum proposed production capacity of the liquefaction process is
approximately 10 MTPA (5 MTPA per train). A marine facility, consisting of two berths, will be
used to transfer LNG onto ships.

A Chapter 313 Value Limitation Agreement is requested on all the proposed new
improvements and fixed equipment associated with this project as described below. The
proposed project primarily consists of property classified by Jefferson CAD as real estate
improvements including, but not limiting to the following:

* Two liquefaction trains, each with a maximum production capacity of 5 MTPA, and each
with its own gas treatment facilities;
* A natural gas liquids (NGL) and refrigerant storage area;

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD
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* A marine facility, including two LNG berths, each with three liquid loading arms, one
vapor loading arm, and one spare hybrid loading arm;

* An NGL and refrigerant truck loading/unloading facility;

* Three 160,000 ms LNG storage tanks; and

* Operations, control, maintenance, warehouse and all other necessary buildings.

Also included in this application, but not limited to, are all of the associated concrete
foundations, pipe supports, piping, instrumentation, power feeds, control loops, safety
systems, fire water protection, pollution control equipment and facilities’, insulation, and
utilities necessary to safely operate the new equipment.

The following non-jurisdictional facilities and activities are also envisioned as part of the
Project:

» Combustion turbine generators to provide self-power generation for the Project;

* State Highway 87 road and utility corridor relocation.

**The Port Arthur Pipeline, LLC system will include two 42-inch diameter feed gas pipelines and
associated compressor stations and interconnect facilities. One pipeline will be approximately 7
miles long and will extend south, southeast from the proposed LNG terminal. The other pipeline

will be 27 miles long and extend north, northwest from the proposed LNG terminal. Both pipelines

are proposed to be owned and operated by PAPL and have a total operating capacity of
approximately 1.6 Befd.

The pipeline facilities will include:

» Two underground, feed gas supply pipelines as described:

» Two compressor stations, one north and one south. as needed:

* Receipt metering stations; and

* Other above and below ground appurtenances, including valves and launchers/receivers.

Full construction of the Project is anticipated to begin in Q4 - 2018 with completion by Q2 -
2023.

**Port Arthur Pipeline, LLC system is specifically excluded and not part of this Application for

Limitation on Appraised Value of Qualified Property.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
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TAB 5

Port Arthur LNG, LLC’s (PALNG) parent company, Sempra Energy (“Sempra”) is a Fortune 500
energy services company that develops energy infrastructure, operates utilities, and provides
related products and services to more than 32 million consumers worldwide. The decision to
invest in a particular state depends on the economics of the investment. In the case of PALNG's
proposed natural gas liquefaction project (the “Project”) in Jefferson County, there are a number
of financial considerations, including the ability to obtain relief regarding local property taxes,
which make the proposed investment meet certain economic requirements. Obtaining the local
property tax abatements and valuation limitations prior to making a final decision to construct
the Project in order to have certainty with respect to future property tax obligations is part of the
necessary pre-development activity that the company must undertake before making a
commitment to build the Project. The energy commodities market is very competitive. The
Project must compete internally and externally for equity capital investment and worldwide for
viable markets. Without the Chapter 313 property tax valuation limit, Sempra can turn its
investment and project development efforts to another project in another state and/or country
where the economics better meet the company's investment and economic objectives. Similarly,
without the economic benefit of the Chapter 313 property tax valuation limit, Sempra’s ability to
market the project to third party offtakers and prospective equity investors becomes more
challenging.

The proposed Project is still in an evaluation stage; only preliminary development activities have
begun. The company acknowledges that it has undertaken certain development and permitting
activities, has made public statements about the proposed project and has hosted meetings in the
Port Arthur area to gauge public reaction to the project. On February 8, 2015 KPLC, a news
station in Port Arthur, published an article regarding renewed internal Sempra interest in this
project site following the prior cancellation of a Sempra LNG regasification project at the site in
2008. This article is attached as Exhibit 1 to this Tab. On February 26, 2015, Sempra issued its
2014 Annual Report and filed a Form 10-K for 2014. The proposed Port Arthur Liquefaction
Project was mentioned in both reports and those pages are attached as Exhibits 2 and 3. On
March 23, 2015, Sempra issued a press release to announce that it had requested the Federal
Energy Regulatory Commission to initiate pre-filing review of the Port Arthur Liquefaction
Project and that PALNG had filed a permit application with the U.S. Department of Energy for
authorization to export LNG to be produced from the proposed Project to countries that have a
free trade agreement with the U.S. The press release, from Sempra’s website, is attached to this
Tab as Exhibit 4a. Note that the press release states that “[d]evelopment of the Port Arthur
liquefaction project is contingent on... obtaining financing and incentives” among other things.
Based on the press release, various articles were published on March 23rdand 24t of 2015. See
Exhibits 4b, 4c, 4d, 4¢, and 4f to this Tab. Another article, included as Exhibit 4g, appeared in a
local news publication on May 20, 2015 after a Sempra representative spoke about the project at
a Port Arthur Chamber of Commerce meeting. On June 3, 2015, Sempra issued a second press
release regarding the Port Arthur Liquefaction Project, stating that the company had executed a
non-binding memorandum of understanding with an affiliate of Woodside Petroleum Ltd (the
“Woodside MOU") with respect to preliminary diligence and discussions regarding a potential
ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
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joint development of the Project. This press release, which is attached in this Tab as Exhibit 5,
states that development of the project is contingent upon “securing ... potential tax incentives.”
On August 20, 2015, the DOE approved PALNG's application for export to free trade countries. In
addition, FERC recently announced its intent to prepare an environmental impact statement for
the project. Notwithstanding any public statement or any on-going development activity, or any
action by DOE or FERC, no final decision about whether or not to invest in the Project has been
made by Sempra or any other party.

Neither Sempra nor PALNG have entered into any contracts to construct the proposed project.
Although Port Arthur LNG Holdings, LLC owns the land that the proposed project would be built
on, there is significant work that would need to be done to prepare the site, which would include
the relocation of a portion of State Highway 87 at a significant cost (the benefit to the local
community will also be significant), currently estimated to be approximately $25 million. This
land has been owned by Sempra or predecessor entities since 1969 and Sempra has twice
attempted to develop projects on this site without success. Sempra has other potential LNG
liquefaction projects under consideration that are competing for internal funding. If developed
and constructed, these projects may be located in Cameron Parish, Louisiana and/or Ensenada,
Mexico. Both sites already have LNG regasification infrastructure in place.

The Cameron Parish project is owned by Cameron LNG, LLC (“CLNG"), of which Sempra is a
50.2% majority owner. CLNG is currently constructing a three-train natural gas liquefaction
project at a site adjacent to its existing LNG regasification facility. CLNG is in the process of
permitting an expansion of that three train liquefaction facility to include a fourth and fifth train.
Both CLNG's LNG regasification facility and its natural gas liquefaction project have been
approved for Louisiana’s Industrial Tax Exemption (“ITE"), a ten-year, 100% property tax
exemption. CLNG fully expects any expansion project to also be approved for the ITE. No final
decision to invest in the proposed expansion has been made.

The Ensenada, Mexico project, owned by Sempra’s Mexico affiliate IEnova, is also competing for
internal approvals to develop a natural gas liquefaction expansion at the company’s existing
Energia Costa Azul (“ECA”) regasification facility. On February 19, 2015, IEnova announced that
it had entered into an agreement with a subsidiary of PEMEX to collaborate in the development
of the liquefaction project. The press release is included in this Tab as Exhibit 6.

PALNG, a Texas project, is competing both internally for Sempra’s development dollars, and also
for prospective third party offtake and equity investment in a worldwide LNG marketplace with
liquefaction projects proposed by other companies. Going forward, we believe the LNG projects
that will be successfully developed and constructed will be those that can offer the lowest LNG
price to a global market and can demonstrate the best economic value for prospective investors’
equity capital.

PALNG is a greenfield project in comparison to many of the facilities proposed in the U.S. and
elsewhere, which have in place existing LNG regasification infrastructure, such as berthing
facilities and LNG storage tanks. This could potentially create the impression for third party
investors and offtakers that the greenfield Port Arthur Liquefaction Project stands at a relative
competitive disadvantage from a cost perspective. The ability to secure available property tax
ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
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incentives, including, particularly, a Chapter 313 value limitation, is therefore critical to the
successful development of the Project in Texas.

An economic factor comparison of the various proposed sites for Sempra’s various LNG
development projects is shown in the table below.

Chapter 313 Application to Sabine Pass ISD

Facility Port Arthur LNG Cameron LNG Energia Costa Azul
Expansion
Location Port Arthur, TX Cameron, LA Ensenada, Baja California,
Mexico
Economic
Factors:

Natural Gas

Centrally located on

Centrally located on

Likely to utilize natural gas

Supply the Texas Gulf Coast | the Louisiana Gulf from the Permian Basin or
with pipeline Coast with pipeline Rocky Mountains and
connections to many | connections to many imported into Mexico from
shale gas production | shale gas production the U.S.
areas. areas,

Inbound Will need to acquire | Has an existing 42 Existing pipeline may

Pipeline Access

ROW and build 27
miles of 42 inch
diameter pipeline

inch pipeline
interconnecting the
project to multiple
interstate trunklines.

require an upgrade to
handle sufficient gas
volumes.

Water Access

Will need to build
new berthing and
loading facilities.

Existing facility has
two berthing and
loading jetties.

Existing facility is
strategically located on the
west coast of North America
near Ensenada, Mexico and
has an existing berthing and
loading jetty.

Proximity of
Product Market

Project is located on
the Central Gulf
Coast on the Sabine-
Neches Waterway in
Texas.

Project is located on
the Central Gulf Coast
on the Calcasieu
Waterway in
Louisiana.

Strategic location on the
west coast of North America
eliminates Panama Canal
passage for LNG shipments
to Asia cutting significant
ship time and costs.
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BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



Port Arthur LNG, LLC

Chapter 313 Application to Sabine Pass ISD

Cummings Westlake, LI.C

Site

Greenfield project Brownfield project Brownfield project with an

Preparation with no existing with an existing LNG existing LNG import facility,
facilities - more facility, which includes | which includes two LNG
foundation work and | three LNG storage storage tanks, and marine
relocation of existing | tanks, and marine facilities with one
highway will be facilities with two loading/unloading jetty.
required loading/unloading

jetties.

Utilities Although thereisan | A dual 230kV All power is provided by on-
existing dual 230 kV | transmission line site generators and is not
transmission line installed to the connected to the public grid.
and an existing 16- project. The local
inch city water line water district has an
on site, investment in | existing water line
additional utility dedicated to the
infrastructure will be | project
required.

Environmental | Area has moved from | Located in an Subject to applicable
non-attainment to attainment area for air | Mexican federal, state and
attainment for air permit purposes. local environmental laws
permit purposes but and regulations.
may reverse under
new EPA rulings.

Availability of Chapter Industrial Tax Property taxes not a

Tax Incentives | 312/380/IDA tax Exemption provides significant annual expense in

abatement; Chapter
313 value limitation
with school district

and state approval

100% tax abatement
for ten years for all
taxing jurisdictions

Mexico
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Sempra Energy revisiting Port
Arthur LNG project

Posied: Dec 10, 2014 4:13 P €ST
Updoted: Feb 08, 2015 4:13 PR CST

By Anne Robicheaux  CONNECT

PORT ARTHUR, TEXAS (KPLC} - Sempra Energy is revisiting plans for a liquified natural gas
(LNG) facility in Port Arthur.

According to KBMT, Sempra officials are in talks with local leaders, and all permits are
expected to be in by spring 2015, but no groundbreaking date has been set,

The company applied for federal permits for the project in April 2004 and received
authorization in June 2006 from the Federal Energy Regulatory Commission (FERC) to
move forward with its development. The project was put on hold in 2008.

The planned facility would be built along the Port Arthur Ship Channel and would consist
of three storage tanks, two berths and two send-out pipes. The facility would be capable
of pracessing up to three billien cubic feet of natural gas per day.

Copyright KPLC 2014. All rights reserved.
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TAB 5 - EXHIBIT 2

balance sheet and credit ratings, but also to reduce
risk and create new investment opportunities.

A great example of a successful partnership is

the Cameron LNG liquefaction-export project in
Louisiana. In 2014, we finalized a joint venture
with our project partners, secured the last of

our required regulatory permits and launched
construction activities. The facility now is on
schedule to become one of the first U.S, gas export
facilities to begin operating, when completed in
2018. Fully contracted for 20 years, Cameron LNG
will have an export capability of approximately

1.7 billion cubic feet per day (Bcfd) of LNG for inter-
national markets. Beginning in 2019, it is expected
to generate $300 million to $350 million annually
in earnings for us.

With the success of the launch of the Cameron
LNG project, we and our partners are consider-

ing adding two more liquefaction trains fo the
current three trains under development. Initial
permitting work on the potential expansion already
has begun. We are also exploring other LNG
development opportunities. We have a large land
position on the Gulf Coast of Texas, in Port Arthur,

- Caa
In October 2014, federal, state and tocal officials joined the

Cameron LNG partners to break ground on their landmark
liquefaction-export 1acility, due to start operations in 2018.

2 Sempra Energy 2014 annual report

that could host a liguefaction-export terminal.
Additionally, we are evaluating the economics of
converting our Energia Costa Azul LNG terminal
into an export facllity The terminal, located in
Baja California, Mexico, currently is 100-percent
contracted through 2028 as an import facility.

Despite volatile oil and natural gas prices over the
past year, there remains a need to increase LNG
supply to meet growing demand in the future. U.S.
LNG projects have unique advantages in meeting
this demand, due to their flexibility and lower cost.
While some exploration and production activity
may decline, we have structured our business
model to minimize our exposure to commodity
cycles, primarily through long-term contracting of
our facilities.

Several of the largest U.S. shale plays are in the
Northeast and Midwest. This is reversing the tradi-
tional flows of natural gas in the country, with new
pipeline capacity needed to move shale gas from
the producing regions to consumers. Sempra U.S.
Gas & Power is a 25-percent owner of the Rockies
Express Pipeline, a 1,698-mile transcontinental
pipeline originally designed to transport natural
gas west to east, from the Rocky Mountain region
to Ohio. We and our partners in the pipeline are
taking advantage of the new market demand by
adding pipeline laterals and compression to allow
Rockies Express Pipeline gas to flow bidirectionally.
Toward this end, the partners have secured long-
term contracts for 1.8 Bcfd of east-to-west capacity
on the pipeline. We are exploring other related
development opportunities, as well.

With the majority of states adopting renewable
energy standards or goals, Sempra U.S, Gas &

Power has continued to expand its portfolio of solar
and wind facilities in 50-50 joint ventures. The
company now owns or has under development more
than 1,000 megawatts (MW) of renewable energy at
facilities stretching from Hawaii to Pennsylvania.
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project. As we do not control Cameron LNG Holdings, we are dependent on reaching a consensus with one or more of our
joint venture partners to resolve a variety of issues that could transpire. The inability to timely resolve issues, including
construction issues, could cause substantial delays to the completion of this project. A substantial delay could result in cost
overruns, substantially postpone the earnings we anticipate deriving from this facility, and require additional cash
investments by us and our joint venture partners. The anticipated cost of this project is based on a number of assumptions that
may prove incorrect, and the ultimate cost could significantly exceed the current estimate of approximately $7 billion of
incremental investment, excluding capitalized interest and other financing costs. These risks could have a material adverse
effect on our business, results of operations, cash flows, financial condition, and/or prospects. |

We face many challenges to develop and complete our contemplated LNG export facilities.

In addition to the three-train Cameron liquefaction facility described above, we are looking at several other LNG export
terminal development opportunities, including a greenfield project in Port Arthur, Texas, a brownfield project at our existing
Energia Costa Azul regasification facility in Baja California, Mexico and an expansion of up to two additional liquefaction
trains to the Cameron facility. Each of these contemplated projects faces numerous risks and must overcome significant
hurdles before we can proceed with construction. Common to all of these projects is the risk that an extended decline in
current and forward projections of crude oil prices could reduce the demand for natural gas in some sectors and cause a
corresponding reduction in projected global demand for LNG. This could result in increased competition among those
working on projects in an environment of declining LNG demand, such as the Sempra Energy-sponsored export initiatives.
Such reduction in natural gas demand could also occur from higher penetration of coal in new power generation, which could
also lead to increased competition among the LNG suppliers for the declining LNG demand. Qil prices at certain moderate
levels, could also make LNG projects in other parts of the world still feasible and competitive with LNG projects from North
America, thus increasing supply and the competition for the available LNG demand. A decline in natural gas prices outside
the United States (which in many foreign countries are based on the price of crude oil} may also materially adversely affect
the relative pricing advantage that has existed in recent years in favor of domestic natural gas prices (based on Henry Hub
pricing). In addition, all of our proposed projects require the receipt of a number of permits and regulatory approvals, finding
suitable partners and customers, obtaining financing, and negotiating suitable construction contracts.

Expansion of the Cameron LNG facility beyond the first three trains is subject to certain restrictions and conditions under the
joint venture project financing agreements. Furthermore, there are a number of potential new projects contemplated by
various developers in North America, in addition to ours, and given the projected global demand for LNG, the vast majority
of these projects likely will not be completed. With respect to our Port Arthur, Texas project, this is a greenfield site, and
therefore it may not have the cost advantages often associated with brownfield sites. The Energia Costa Azul facility in
Mexico is subject to on-going land and permitting disputes that could make project financing difficult as well as finding
suitable partners and customers. In additien, while we have completed the regulatory process for an LNG export facility in
the U.S., the regulatory process in Mexico and the overlay of U.S. regulations for natural gas exports to an LNG export
facility in Mexico are not well developed. There can be no assurance that such a facility could be permitted and constructed
without facing significant legal challenges and uncertainties, which in turn could make project financing difficult as well as
finding suitable partners and customers. Finally, Energia Costa Azul has profitable long-term regasification contracts for 100
percent of the facility, making the decision to pursue a new liquefaction facility dependent in part on whether the investment
in a new liquefaction facility would be more profitable than just continuing to supply regasification services under our
existing contracts.

There can be no assurance that our contemplated LNG export facilities will be completed, and our inability to complete one
or more of our contemplated LNG export facilities could have a material adverse effect on our future cash flows, results of
operations and prospects.

Increased competition could materially adversely affect us.

The markets in which we operate are characterized by numerous strong and capable competitors, many of whom may have
extensive and diversified developmental and/or operating experience (including both domestic and international) and
financial resources similar to or greater than ours. Further, in recent years, the natural gas pipeline, storage and LNG market
segments have been characterized by strong and increasing competition both with respect to winning new development
projects and acquiring existing assets. In Mexico, despite the commissioning of many new energy infrastructure projects by
the Federal Electricity Commission (Comision Federal de Electricidad, or CFE) and other governmental agencies in
connection with energy reforms, competition for recent pipeline projects has been intense with numerous bidders competing
aggressively for these projects. There can be no assurance that we will be successful in bidding for new development
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Arizona and California for potential development of solar electric generation facilities. Sempra Mexico leases properties in
Mexico for current and potential development of wind electric generation facilities.

In 2006, Sempra Natural Gas and ProLiance Transportation and Storage, LLC acquired three existing salt caverns
representing 10 Bef to 12 Bef of potential natural gas storage capacity in Cameron Parish, Louisiana, with plans for
development of a natural gas storage facility, LA Storage.

The Sempra Natural Gas segment owns and operates Mobile Gas, a natural gas distribution utility located in Mobile and
Baldwin counties in Alabama. Its property consists of distribution mains, service lines and regulating equipment.

The Sempra Natural Gas segment also owns and operates Willmut Gas, a natural gas distribution utility headquartered in
Forrest County, Mississippi, serving Forrest, Simpson, Lamar, Jones, Covington and Rankin counties. Its property consists of
distribution mains, service lines and regulating equipment.

In Washington County, Alabama, Sempra Natural Gas operates a 20 Bef natural gas storage facility, Bay Gas, under a land
lease, with the potential to expand total working capacity to 26 Bef. Sempra Natural Gas also owns land in Simpson County,
Mississippi, on which it operates a 22 Bef natural gas storage facility, Mississippi Hub, with the potential to expand total
working capacity to 30 Bef.

Sempra Natural Gas owns land in Port Arthur, Texas, for potential development. Sempra Natural Gas also has an equity
interest in the Cameron LNG Holdings joint venture, which owns land and an LNG regasification terminal and has a land
lease in Hackberry, Louisiana. The joint venture is constructing a liquefaction terminal at the facility.

OTHER PROPERTIES

Sempra Energy occupics its 19-story corporate headquarters building in San Diego, California, pursuant to an operating lease
that expires in 20135. In August 2013, Sempra Energy entered into a 25-year, build-to-suit lease for its future San Diego,
California, headquarters. The lease has five five-year renewal options. We discuss the details of this lease further in Note 15
of the Notes to Consolidated Financial Statements in the Annual Report.

SoCalGas leases approximately one-fourth of a 52-story office building in downtown Los Angeles, California, pursuant to an
operating lease expiring in 2026, The lease has four five-year renewal options.

SDG&E occupies a six-building office complex in San Diego pursuant to two separate operating leases, both ending in
December 2024. One lease has four five-year renewal options and the other lease has three five-year renewal options.

Sempra International and Sempra U.S. Gas & Power own or lease office facilities at various locations in the United States,
Mexico, Chile and Peru, with the leases ending from 2015 to 2021.

Sempra Energy, SDG&E and SoCalGas own or lease other land, easements, rights of way, warchouses, offices, operating and
maintenance centers, shops, service facilities and equipment necessary to conduct their businesses.

ITEM 3. LEGAL PROCEEDINGS

We are not party to, and our property is not the subject of, any material pending legal proceedings (other than ordinary
routine litigation incidental to our businesses) except for the matters (1) described in Notes 13, 14 and 15 of the Notes to
Consolidated Financial Statements in the Annual Report, or (2) referred to in “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” in the Annual Report.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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Sempra Energy Submits Port Arthur Liquefaction-Export Facilities For
Pre-File Review With FERC

Mar 23, 2015

SAN DIEGO, March 23, 2015 /PRNewswire/ -- Sempra Energy (NYSE: SRE) today announced its
subsidiary, Port Arthur LNG, has requested that the Federal Energy Regulatory Commission (FERC)
initiate the pre-filing review for the company's proposed Port Arthur LNG natural gas liquefaction and
export facllity In Port Arthur, Texas.

The proposed liquefaction project is designed to include: two natural gas liquefaction trains with a total
export capabllity of approximately 10 milllon tons per annum, or 1.4 bllllon cubic feet per day; two |
160,000-cublc-meter storage tanks; marine facllities for vessel berthing and loading; natural gas

liquids and refrigerant storage; feed gas pre-treatment; truck loading and unloading areas; and

cormbustion turbine generators for self-generation of electrical power.

On March 20, Port Arthur LNG also filed a permit application with the U.S. Department of Energy (DOE)
for authorizatlon to export the LNG produced from the proposed project to all current and future Free
Trade Agreement (FTA) countries and expects to submit to the DOE an application for authorization to
export the LNG produced from Port Arthur LNG to non-FTA countries in the coming months.

"We have galned valuable experlence working with the FERC during the permitting process for the

Cameron LNG liquefaction project in Loulslana,” said Octavio M. Simoes, president of Sempra LNG. "If |
we are successful, this project would provide long-term economic benefits and create new jobs in the

reglon, while strengthening America's role as a global eneray leader.”

The proposed project would utilize a portion of Sempra's approximately 2,900 acres of property with 3
miles of waterfront on the Sabine-Neches Ship Channel and 1.25 miles of waterfront on the
Intracoastal Waterway.,

The company's Port Arthur LNG site previously was evaluated and certifled by the FERC In 2006 for a
proposed import regasification faclility and pipeline and also was permitted by the Texas Department of
Transportation for the potential relocation of a portion of State Highway 87.

Development of the Port Arthur LNG liquefaction project Is contingent on completing the required
commerclal agreements, securing all necessary permits and approvals, obtaining financing and
incentives, reaching a final investment decision and other factors associated with the investment.

Sempra U.S. Gas & Power, another subsidiary of Sempra Energy, is proposing to develop a natural
gas plpeline project consisting of two separate 42-inch dlameter pipeline segments that would
interconnect with intra- and interstate pipelines to the north and south of the proposed Port Arthur LNG
liquefaction project.

Sempra LNG successfully paermithed Cameron LNG, which Is now in construction. Port Arthur LNG Is one
of three llquefaction projects being developed by Sempra Energy. The other projects Include the
proposed expansion of Cameron LNG with trains No. 4 and No. 5 and liquefaction facllities at Energia
Costa Azul in Baja California, Mexico.

Sempra Energy, based In San Diego, Is a Fortune 500 energy services holding company with 2014
revenues of $11 billion. The Sempra Energy companies' 17,000 employees serve more than 32
million consumers worldwide,

This press release contains statements that are not historical fact and constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements can be Identified by words like "belleves,” "expects,” "anticlpates,” "plans,” "estimates,”
"projects,” "forecasts,” "contemplates,"” "intends," "depends,” "should,"” "could,” "would," "will,”
"confident,” "may," "potential,” "target " "pursue,” "goals,” "outlook,” "maintain” or similar expressions,
or discussions of guidance, strategles, plans, goals, opportunities, projections, initlatives, objectives or
Intentlons. Forward-looking statements are not guaranitees of performance. They Involve risks,
uncertaintles and assumptions, Future results may differ materially from those expressed In the
forward-looking statements. Factors among others that could cause our actual results and future
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actions to differ materially from those described in our forward-looking statements include:: local,
reglonal, national and International economic, competitive, political, legisiative and regulatory
conditions and developments; actions and the timing of actions, including issuances of permits to
construct and llcenses for operation, by the California Public Utilitles Commisslon, California State
Leglsiature, U.S. Department of Energy, Federal Energy Regulatory Commission, Nuclear Regulatory
Commission, Atomlic Safety and Licensing Board, Californla Energy Commission, U.S. Environmental
Protection Agency, California Air Resources Board, and other regulatory, governmental and
environmential bodies in the United States and other countries in which we operate; the iming and
success of business development efforts and construction, maintenance and capital projects, Including
risks In obtalning, maintaining or extending permiis, licenses, certificates and other authorlzations on a
timely basis and risis In obtaining adequate and competitive financing for such projects; energy
markets, Including the timing and extent of changes and wolatiilty In commodity prices, and the Impact
of any protracted reduction in oll prices from historical averages; the impact on the value of our
natural gas storage assets from low natural gas prices, low volatility of natural gas prices and the
Inabillty to procure favorable long-term contracts for natural gas storage services; delays in the timing
of costs incurred and the timing of the regulatory agency authorization to recover such costs in rates
from customers; capltal markets conditions, inciuding the avallabliity of credit and the liquidity of our
investments; inflation, interest and currency exchange rates; the impact of benchmark interest rates,
generally Moody's A-rated utility bond yields, on our California Utilities' cost of capital; the avallability of
electric power, natural gas and liqguefied natural gas, and natural gas pipeline and storage capacity,
Including disruptions caused by fallures In the North American transmission grid, pipeline explosions
and equipment fallures and the decommissioning of San Onofre Nuclear Generating Statlon;
cybersecurlty threats to the energy grid, natural gas storage and plpeline infrastructure, the
information and systems used to operate our businesses and the confidentiality of our proprietary
information and the personal information of our customers, terrorist allacks that threabten system
operations and critical Infrastructure, and wars; the abliity to win competitively bid Infrastructure
projects against a number of strong competitors willing to aggressively bid for these projects; weather
conditions, conservation efforts, natural disasters, catastrophic accldents, and other events that may
disrupt our operations, damage our facllitles and systems, and subject us to third-party lfabllity for
property damage or personal injuries; risks that our partners or counterparties will be unable or
unwilling to fulfill their contractual commitments; risks posed by decisions and actions of third parties
who control the operations of Investments In which we do not have a controlling interest; risks inherent
with nuclear power facllitles and radloactive materials storage, Including the catastrophic release of
such materials, the disallowance of the recovery of the Investment In, or operating costs of, the nuclear
facility due to an extended outage and facility closure, and increased regulatory oversight: business,
regulatory, environmental and legal decisions and requirements; expropriation of assets by foreign
governments and title and other property disputes; the impact on reliability of San Diego Gas & Electric
Company's (SDG&E) electric transmission and distribution system due to Increased amount and
variability of power supply from renewable energy sources; the impact on competitive customer rales
of the growth In distributed and local power generation and the corresponding decrease in demand for
power delivered through SDG&E's electric transmission and distribution system; the inability or
determination not to enter into long-term supply and sales agreements or long-term firm capacity
agreements due to Insufficlent market interest, unattractive pricing or other factors; the resolution of
Hitlgation; and other uncertalntles, all of which are difficult to predict and many of which are beyond our
control. These risks and uncertainties are further discussed in the reports that Sempra Energy has

. filed with the Securlties and Exchange Commission. These reports are available through the EDGAR
system free-of-charge on the SEC's website, www.sec.qov, and on the company's website at
www.sempra.com. Investors should not rely unduly on any forward-looking statements. These
forward-looking statements speak only as of the date hereof, and the company undertakes no
obilgation to update or revise these forecasts or projections or other forward-looking statements,
whether as a result of new Information, future events or otherwise. Sempra International, LLC, and
Sempra U.S. Gas & Power, LLC, are not the same companies as the California utilities, San Diego Gas
& FElectric (SDG&E) or Southern California Gas Company (SoCalGas), and Sempra International, LLC,
and Sempra U.S. Gas & Power, LLC, are not regulated by the California Public Utilities Commission.
Sempra International’s underlying entities Include Sempra Mexico and Sempra South American
Utilities. Sempra U.S. Gas 8 Power’s underlying entities include Sempra Renewables and Sempra
Natural Gas.
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Sempra Energy Submits Port Arthur Liquefaction-Export
Facilities For Pre-File Review With FERC
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‘Sempra Energy’

Sampra Enargy Loagn.
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SAN DIEGO, March 23, 2016 /PRNawswira/ — Sampra Enargy (NYSE: SRE (hip:/studio-

5. financialcontent com/prnews ?Page=CQuota&Ticker=SRE)) today announced ita aubsidiary, Port Arthur LNG,
has requested that the Federal Enargy Regulatory Commission {(FERC) initiate tha pre-filing review for the
comparny’s proposed Port Arthur LNG natural gas liguefaction and axport facility in Port Arthur, Tems.

The proposed liquefaction project is designied to includs: two natural gas liguefaction traing with & total export
capability of approximatsly 10 million tons par annum, or 1.4 billion cubic fest par day; two 160,000-cubic-
mater storage tanks; marine facilities for vesse| barthing and loading; natural gas liquids and refrigerant
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storage; feed gas pre-treatment; truck loading and unloading areas; and combustion turbine generators for
self-generation of electrical power.

On March 20, Port Arthur LNG also filed a permit application with the U.S. Department of Energy (DOE) for
authorization to export the LNG produced from the proposed project to all current and future Free Trade
Agreement (FTA) countries and expects to submit to the DOE an application for authorization to export the
LNG produced from Port Arthur LNG to non-FTA countries in the coming months.

"We have gained valuable experience working with the FERC during the permitting process for the Cameron
LNG liguefaction project in Louisiana,” said Octavio M. Simoes, president of Sempra LNG. "If we are
successful, this project would provide long-term economic benefits and create new jobs in the region, while
strengthening America's role as a global energy leader."

The proposed project would utilize a portion of Sempra's approximately 2,900 acres of property with 3 miles of
waterfront on the Sabine-Neches Ship Channel and 1.25 miles of waterfront on the Infracoastal Waterway.

The company's Port Arthur LNG site previously was evaluated and certified by the FERC in 2006 for a
proposed import regasification facility and pipeline and also was permitted by the Texas Department of
Transportation for the potential relocation of a portion of State Highway 87.

Development of the Port Arthur LNG liquefaction project is contingent on completing the required commercial
agreements, securing all necessary permits and approvals, obtaining financing and incentives, reaching a final
investment decision and other factors associated with the investment.

Sempra U.S. Gas & Power, another subsidiary of Sempra Energy, Is proposing to develop a natural gas
pipeline project consisting of two separate 42-inch diameter pipeline segments that would interconnect with
intra- and interstate pipelines to the north and south of the proposed Port Arthur LNG liquefaction project.

Sempra LNG successfully permitted Cameron LNG, which is now in construction. Port Arthur LNG is one of
three liquefaction projects being developed by Sempra Energy. The other projects Include the proposed
expansion of Cameron LNG with trains No. 4 and No. 5 and liquefaction facilities at Energia Costa Azul in Baja
California, Mexico.

Sempra Energy, based in San Diego, is a Fortune 500 energy services holding company with 2014 revenues
of $11 billion. The Sempra Energy companies’ 17,000 employees serve more than 32 million consumers
worldwide.

This press release contains statements that are not historical fact and constitute forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995. These statements can be identified
by words like "believes,” "expects,” "anticipates,” "plans,” "estimates,” "projects,” "forecasts,” "contemplates,”
"intends,"” "depends,” "should,” "could,” "would," "will," "confident,” "may," "potential,” "target," "pursue,” "goals,”
"outlook," "maintain” or similar expressions, or discussions of guidance, strategies, plans, goals, opportunities,
projections, initiatives, objectives or infentions. Forward-looking statements are not guarantees of
performance. They involve risks, uncertainties and assumptions. Future resulis may differ materially from
those expressed in the forward-looking statements. Factors among others that could cause our actual results
and future actions to differ materially from those described in our forward-looking statements include:: local,
regional, national and international economic, competitive, political, legislative and regulatory conditions and
developments; actions and the timing of actions, including issuances of permits to construct and licenses for
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operation, by the California Public Utilities Commission, California State Legislature, U.S. Department of
Energy, Federal Energy Regulalory Commission, Nuclear Regulatory Commission, Atomic Safety and
Licensing Board, California Energy Commission, U.S. Environmental Protection Agency, California Air
Resources Board, and other regulatory, governmental and environmental bodies in the United States and
other countries in which we operate; the timing and success of business development efforts and construction,
maintenance and capital projects, including risks in obtaining, maintaining or extending permits, licenses,
certificates and other authorizations on a timely basis and risks in obtaining adequate and competitive
financing for such projects; energy markets, including the timing and extent of changes and volatility in
commodity prices, and the impact of any protracted reduction in oil prices from historical averages; the impact
on the value of our natural gas storage assets from low natural gas prices, low volatility of natural gas prices
and the inability fo procure favorable long-term coniracts for natural gas storage services; delays in the timing
of costs incurred and the timing of the reqguiatory agency authorization to recover such costs in rates from
customers; capital markets conditions, including the availability of credit and the liquidity of our investments;
inflation, interest and currency exchange rates; the impact of benchmark interest rates, generally Moody's A-
rated utility bond yields, on our California Utilities' cost of capital; the availability of electric power, natural gas
and liquefied natural gas, and natural gas pipeline and storage capacity, including disruptions caused by
failures in the North American transmission grid, pipeline explosions and equipment failures and the
decommissioning of San Onofre Nuclear Generating Station; cybersecurity threats to the energy grid, natural
gas storage and pipeline infrastructure, the information and systems used to operate our businesses and the
confidentiality of our proprietary information and the personal information of our customers, terrorist attacks
that threaten system operations and critical infrastructure, and wars; the ability to win competitively bid
infrastructure projects against a number of strong competitors willing to aggressively bid for these projects;
weather conditions, conservation efforts, natural disasters, catastrophic accidents, and other events that may
disrupt our operations, damage our facilities and systems, and subject us to third-party liability for property
damage or personal injuries; risks that our partners or counterparties will be unable or unwilling to fulfill their
confractual commitments; risks posed by decisions and actions of third parties who control the operations of
investments in which we do not have a controlling interest; risks inherent with nuclear power facilities and
radioactive materials storage, including the catastrophic release of such materials, the disallowance of the
recovery of the investment in, or operating costs of, the nuclear facility due to an extended outage and facility
closure, and increased regulatory oversight; business, regulatory, environmental and legal decisions and
requirements; expropriation of assets by foreign governments and title and other properly disputes; the impact
on reliability of San Diego Gas & Electric Company's (SDG&E) electric transmission and distribution system
due fo increased amount and variability of power supply from renewable energy sources; the impact on
compelitive customer rates of the growth in distributed and local power generation and the corresponding
decrease in demand for power delivered through SDG&E's electric transmission and distribution system; the
inability or determination not to enter into long-term supply and sales agreements or long-term firm capacity
agreements due to insufficient market interest, unaltractive pricing or other factors; the resolution of litigation;
and other uncertainties, all of which are difficult to predict and many of which are beyond our control. These
risks and uncertainties are further discussed in the reporis that Sempra Energy has filed with the Securities
and Exchange Commission. These reports are available through the EDGAR system free-of-charge on the
SEC's website, www.sec.gov (hitp:/ivww.sec.gov), and on the company's website at www.sempra.com
(http:/mww.sempra.com/). Investors should not rely unduly on any forward-looking statements. These
forward-looking statements speak only as of the date hereof, and the company undertakes no obligation to
update or revise these forecasts or projections or other forward-looking statements, whether as a result of new
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information, future events or otherwise. Sempra International, LLC, and Sempra U.S. Gas & Power, LLC, are
not the same companies as the California utilities, San Diego Gas & Electric (SDG&E) or Southern California
Gas Company (SoCalGas), and Sempra International, LLC, and Sempra U.S. Gas & Power, LLC, are not
regulated by the California Public Utilities Commission. Sempra International's underlying entities include
Sempra Mexico and Sempra South American Utilities. Sempra U.S. Gas & Power's underlying entities include
Sempra Renewables and Sempra Natural Gas.

Logo - hitp://photos.prnewswire.com/prnh/20110108/SEMPRAENERGYLOGO
(http:/fphotos.prnewswire.com/prnh/20110108/SEMPRAENERGYLOGO)

SOURCE Sempra Energy

RELATED LINKS
http:/imww.sempra.com (htip:/mww.sempra.com)
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Sempra moves forward with Port Arthur LNG
plans

Posted on March 23, 2016 | By Rhisnnon Meyers
£ w ]S

Ssmpra Energy le pressing forward with plane ta bulld & liqueflad netural gae plant and export
facliity In Port Arthur.

Tha Ban Diego=bessd energy company has sskad the fedaral govemmant to etart reviswing tha
plana for its proppasd LNG project on a portion of the eompany’a axisting 2,900 ucrea in Port
Arthur, the company mnnouncsed Mondmy.

Before the shale boom flocdad the merket with cheap, sbundant supplles of naural gas, Ssmpra
Energy planned to Impan the supsrcooled liguefled gas to Its Port Arthur sits, warm ht back to hs
{asaous state and ship i out via pipaline. The Fedsmal Energy Regulatery Commisslon cariified the
cormpany’s plans in 2008 to bulld the regasification facliity and pipeline.

The company now Is preposing to bulld fwo natural gaa liquafaction tralns capable of producing
1.4 bllllon cublc feet of liquafied gas per day, or 10 milllon tens per yesr. Plans also call for two
180,000-cublc-meter storage tanks, faclitles for marine veasel berthing and loading and turbine
generators so ihe plant can maks e own elscirchty.

Part Arthur LNG, & subsidiary of Sampra, hae ssled FERC ta start the pre-flling raview, a
necessury firat etep bafors conetructlon can bagin, The company has ajso maksd the fadern|
govermnment for permisaion o axport to countriss with which the United Staten hea frea trade
agreemants, and plana to aubmit enother spplication in the coming monthe to mguest epproval to
export to non-Free Trade Agrasment countrisa.

"If we ara muccessful, the project would provide long-term aconomic benefits and create new jobs
In the reglon, while strangthening Amerea's role as a global eneryy luadet,” Sampra LNG Presldent
Ootavio M. Simoas sald In a satament.

The Port Arthur piant ls the latest LNG project for Sampra Energy, which [ bullding a threa-train
liguetastion plart at Its existing Impant fenminal In Hackbarry, Loulsiana. The $10 bllllen Gameron
LNG project has the capacity to produce 8.87 milllon metve tons per year of liquefled gas. The
company last month asked for federal approval te sxpend the projact to flve traing capeble of
producing 24.92 milllon meftric tone of gee per year.

Before atarting coneiruction In Port Arthur, the company neads o secure all the necessary permiie
and appravals, obtaln financing and complete commerclal apreaments to aall [ta gas, Sempra
Ensrgy sald In lts announcamsnt.

Categories: LNG
Tags: expor | Federal Energy Regulatery Commieslon | fere | Ing | Port Arthur | Mare ~
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Sempra seeks FERC pre-filing review for Port Arthur LNG
project

Houeton (Plaiis)—-23 Mar 2016 803 pm EDT/22038 GMT

Sempra Energy hae asked the Federal Energy Regulatory Commission to initiate a pre-filing review for the company's proposed Port Arthur LNG liquefaction and :
export facility in Texas, the company sald Monday. :

The slia Is the same a8 proposed by Sampra for an LNG Import terminal almost 10 yeans ago.

The new proposed LNG project is designed o include two gas liquefaclion frains with a tolal export capabillity of 10 milllon mefric fonsfyear of LNG, or 1.4 Belid of gas;
twa 160,000 cu m storage tanks; maiine facilities for vesge! berthing and Ibading; natural gas liquids end refrigerant storage; feed gas pre-treatment; truck loading and
unloading ereas; and combustion turbine gensrators for aslf-gensration of slectrical powsr,

The FERC pra-filing Is the [atest step In securing neceasary penmits for the projsct

Arlicle continues befow...

Request a fres trial of: LNG Dally

LNG Dally ls essenfial reading s LNG supply dynamics continue to change In blg markets llke Japan, Ching, Indla and
the U.S. This premier independent news publicaticn for the global LNG industry gives readers information on every aspect
___ofthe global market ¥om new LNG supply projects o gis qualily issuss.

On March 20, Port Arthur LNG flled a permit application with the US Department of Energy for authorization to export LNG preduced fram the proposed project to
countries thathave a fres trade agresment with the US.

The company said it expects to submit to the DOE an application for authorization to export o non-FTA countries within the next several months.

"We have gained valuable experience working with the FERC during the permitting process for the Cameron LNG liquefaction project in Loulsiana,” Octavio Simoes,
president of Sempra LNG, sald In a statement.

Sempra proposes to bulld the project on the Sabine-Neches Ship Channel and 1.26 miles of waterfronl on the Intracoasial Waterway, where the company holds about
2,800 acres of property with three miles of waterfront.

FERC had already evaluated and ceriifled the slte once, In 2008 for the Import regasification facllity and plpsline that Sempra was proposing to bulld at the time.
The proposed Import terminal was one of three projects the company had on the books to Import LNG to Nerth America almost a decade ago.

Sempra abandoned plans to build the import terminal when it became obvious that, because of the dramatic ramp-up of production of hale gas, the US would no
longer nead to importlarge volumas of LNG.

The company sald the development of the Port Arthur export project *is confingent on completing the required commercial agreements, securing 8ll necessary permits
and approvals, obtalning financing and Incentives, reaching a final Investment desislon and other faciors assodlated with the Invesiment.”

Sempra US Gas & Power, ancther Sempra Energy subsldlary, Is proposing to develop & gas pipaline project consisting of two saparate 42-inch-diameter pipeline
segments that would Interconnect with Intra- and Interstate gas plpselines to the nerth and south of the proposad Port Arthur LNG llquefaciion project.

Port Arthur LNG [e one of thnae liquefacion projects belng developad by Sempra Energy. The other projects are adding a fourth and fitth traln to Ita proposed
expansion ofits Cameron LNG plant in Hackberry, Louisiana, and liquefaction facifilies at its Energia Costa Azul project in Baja California Norle, Mexico.

=dJim Magill, jim.magill@platis.com
—Editad by Rlehard Rubln, richard. rubln@platis.com

[ recomnend A _SCINNN in onrs

@ 2015 Piatts, McCraw HIll Finandlal. All rights reserved.
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Two Texas LNG Projects Make FERC Prefiling
Requests

Joe Fisher
March 23, 2015

Sempra Energy has asked FERC to begin the prefiling review of its proposed liquefied natural gas (LNG)
export terminal in Port Arthur, TX, and associated natural gas pipeline project. NextDecade LLC made a
similar filing for its LNG project in Brownsville, TX.

The Port Arthur LNG project is designed to include two liquefaction trains with a total export capability
of 10 million tons per annum of LNG, or 1.4 Bef/d of natural gas; two 160,000-cubic-meter storage
tanks; marine facilities for vessel berthing and loading; natural gas liquids and refrigerant storage; feed
gas pre-treatment; truck loading and unloading areas; and combustion turbine generators for self-
generation of electricity.

Port Arthur also last week filed a permit application with the U.S. Department of Energy for free trade
agreement (FTA) export authorization. It said it also plans to file in the coming months for non-FTA
export authorization.

Sempra LNG successfully permitted Cameron LNG, which is now in construction. Port Arthur LNG 1s
one of three other liquefaction projects being developed by Sempra Energy. The other projects are the
proposed expansion of Cameron LNG with trains No. 4 and No. 5 and liquefaction facilities at the
existing Energia Costa Azul in Baja California, Mexico (see Daily GPI, Feb. 19; Nov. 5, 2014).

"We have gained valuable experience working with the FERC [Federal Energy Regulatory Commission]
during the permitting process for the Cameron LNG liquefaction project in Louisiana," said Sempra LNG
President Octavio M. Simoes.

The Port Arthur project would use a portion of Sempra's 2,900 acres of property with three miles of
waterfront on the Sabine-Neches Ship Channel and 1.25 miles of waterfront on the Intracoastal
Waterway [PE15-18]. The site previously was evaluated and certified by FERC in 2006 for a proposed
import regasification facility and pipeline and also was permitted by the Texas Department of
Transportation for the potential relocation of a portion of State Highway 87.

Port Arthur Pipeline LLC is proposing to develop a natural gas pipeline project consisting of two
separate 42-inch diameter segments that would interconnect with intra- and interstate pipelines to the
north and south of the liquefaction project. A prefiling application for the pipeline was also made last
week [PF15-19].

Separately last Friday, NextDecade LLC made a prefiling request at FERC for its Rio Grande Liquefied
Natural Gas terminal proposed for the Port of Brownsville, TX, and associated Rio Bravo Pipeline
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project (see Daily GPI, March 9).

Rio Grande LNG, a wholly owned subsidiary of NextDecade, is a multi-billion dollar land-based LNG
export project located on a 1,000-acre site along the Brownsville Shipping Channel [PF15-20].

NextDecade's proposal mcludes up to six liquefaction trains with a nominal output capacity of 4.5
million tonnes of LNG per train a year. The facility would be constructed in phases timed to meet market
demand. The proposed 129-mile Rio Bravo Pipeline would supply the facility with its feed-gas,
connecting the terminal to the Agua Dulce natural gas market hub.

"With its position on the Gulf of Mexico, access to abundant gas supplies, and existing infrastructure, the
Rio Grande Valley presents a fantastic opportunity for our project," said NextDecade CEO Kathleen
Eisbrenner.
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Sempra moves forward on Port Arthur LNG project

By Eric Besson Published 10:50 am, Tuesday, March 24, 2015
Sempra Energy is designing a natural gas liquefaction plant capable of exporting up to 10 million

- i ; | tons of LNG annually from its Port Arthur property, the company said in filings with federal
r Keychains unlike
a

ny you have ever seen

regulators.

Sempra, under the new subsidiary Port Arthur LNG, has officially started the long, expensive
process to obtain a Federal Energy Regulatory Commission permit. Though the company he
flivted publicly with the idea for the past year, the paperwork submitted as part of the FERC pre-
filing process offers the first glimpse of its specific plans.

The company owns about 3,000 acres along the Gulf Intracoastal Waterway, west of the Sabine-
Neches Waterway. Years ago, Sempra obtained a FERC permit to export natural gas from that
property, but increased drilling aetivity turned the United States into a natural gas export market.

Port Arthur LNG would install and own two 42-inch pipelines to supply the facility with natural gas
One pipeline would extend 7 miles south and east into Louisiana, according to filings. The other would run 27 miles north and east into Orange
County.
The company would feed the gas into two liquefaction trains on site, cool it to liquid form and then load it onto ships for international trade,

Part of the plan includes rerouting a portion of Texas Highway 87 around the proposed facility.

Semprais already building a $10 billion liquefaction plant and export facility in Cameron Parish, which officials said would generate 3,000
construction jobs and 200 full-time jobs.

Cameron LNG will be capable of exporting 12 million tons of LNG per year, 20 percent more than the Port Arthur proposal, and the company has
requested regulators to allow them to expand their capacity by o million tons.

"If we are successful, this (Port Arthur) project would provide long-term economic benefits and create new jobs in the region, while strengthening
America's role as a global energy leader," Sempra President Octavio M. Simoes said in a printed statement.
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Sempra moving toward LNG
export business

Published 11:14 am Wednesday, May 20, 2015
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A glut in United States natural gas production, while it means hard times for those in the oil and gas
industry, here in Southeast Texas the push to find a source for the stockpiles could mean even more of a
boon to an area that is already benefiting from the nation’s energy renaissance.

In 2003-2204 when Sempra Energy first proposed development of a liquefied natural gas facility in Port
Arthur, the company could not have guessed that abundant supplies of shale gas produced by hydraulic
fracturing technology and horizontal drilling would derail the company’s plans to build a regasification
terminal to import sub-zero cooled liquefied natural gas to Port Arthur, Marvin L. Ivey, Commercial
Development of Sempra Energy, said Tuesday.

A decade later, those plans have changed with the focus shifting from importing the product to exporting
it.




Ivey detailed Sempra’s latest plans to build a natural gas liquefaction and export terminal in Port Arthur
Tuesday as guest speaker at the Greater Port Arthur Chamber of Commerce Leadership Breakfast.

‘If you first don’t succeed, go big,” Ivey said, adding that it was a tough climate to work in today for a big
project.

Sempra, a San Diego-based energy company, has come back to look at its Port Arthur property with plans
of investing from $4 to $10 billion for a project that would include two natural gas liquefaction trains for
a total export capacity of approximately 10 million tons per year.

Ivey said the Port Arthur 2,900 acre site, which includes 3 miles of waterfront property, is ideal because of
its proximity to the Gulf of Mexico.

“This site is well situated to the project as we move forward,” he said.

In March, the company filed for its Free Trade Agreement, and anticipates filing for Federal Energy
Regulatory Commission permits in Fourth Quarter 2015.

In 2017, the company hopes to start construction. At its peak, the construction process is expected to
create an estimated 3,000 jobs to the area, with 200 permanent jobs for ongoing operations when the
project is completed in 2021 or 2022,

“There’s a lot of risk dollars going into a project like this,” Ivey said.

As part of the proposed project, Ivey said the company planned to move a 3- mile portion of Texas 87
between the Intracoastal Canal Bridge and the Keith Lake Bridge.

With the advent of the shale gas production mostly from Pennsylvania and New York, Ivey said the U.S. is
now in the position to no longer be energy dependent on other nations.

“What’s changing the world today is what’s happening in natural gas. The drop in prices is devastating to
the oil and gas industry,” Ivey said. “If we don’t find a place to move the gas, then it does not come out of
the ground, and those people in the oil and gas industry do not work. We are trying to find a liquid
market where we can move the gas.”

The Port Arthur LNG project dovetails with the company’s $10 billion three-train plant at its existing
import terminal in Hackberry, La.

If the Sempra LNG facility is successful, it would be the third LNG project to be built in the area.

Sabine Pass’ Golden Pass LNG Terminal is among the largest terminals in the world, capable of importing
approximately 2 billion cubic feet of natural gas per day. The company is proposing to add export
capabilities to its existing LNG import terminal. The company’s website stated.

Construction of Cheniere’s Sabine Liquification Project is expected to be completed by the last quarter of
2015, according to the company’s website.

Development of the Port Arthur LNG liquefaction project is contingent on completing the required
commercial agreements, securing all necessary permits and approvals, obtaining financing and
incentives, reaching a final investment decision and other factors associated with the investment

On May 28, the Port Arthur LNG project and FERC will host an open house to present information and
to answer any concerns the public might have about the project.

The public hearing is scheduled in two sessions to allow everyone the opportunity to attend, from 11:30
a.m. until 1:30 p.m. and from 5:30 p.m. until 7:30 p.m. at the Carl Parker Center.

E-mail: sherry.koonce@panews.com

Twitter: skooncePANews
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TAB 5 - EXHIBIT 5

Sempra LNG And Woodside Sign Memorandum Of Understanding For
Potential Development Of Natural Gas Liquefaction Faclility At Port
Arthur, Texas

Jun 3, 2015

SAN DIEGO, June 3, 2015 /PRNewswire/ -- Sempra LNG, a unit of Sempra Energy (NYSE: SRE), today
announced it has executed a non-binding Memorandum of Understanding (MOU) with an affiliate of
Woodslde Petroleum Ltd. (Woodside) (ASX: WPL, OTC: WOPEY) to commence discussions and
assessments for the potential development of Sempra LNG's proposed Port Arthur liquefaction project
In Port Arthur, Texas.

"Sempra Energy and Woodside bring together an extraordinary complementary set of experience and
skills from two world-class organizations,” said E. Scott Chrisman, vice president of commercial &
development for Sempra LNG. "We look forward to engaging Woodslde in discussions regarding the
proposed Port Arthur liquefaction project.”

Woodslde has a track record of more than 30 years of experlence in the development and safe and
rellable operations In the LNG Industry with the North West Shelf and Pluto projects in Australla.
Sempra LNG, as lead sponsor of the Cameron liquefaction project in Louisiana and currenty in
construction, has demonstrated Its ablility to develop high-value, low-cost liquefied natural gas (LNG)
projects in North America.

The non-binding MOU Is the initial step for Sempra LNG and Woodside to explore this opportunity and
undertake due diligence for the potential development of the Port Arthur liquefaction project. Any
decision to proceed with a binding agreement between Woodside and Sempra LNG in relation to the
potential development of the project, including the establishment of any joint venture or partnership
between Sempra LNG and Woodslde, Is contingent upon completing project assessments and achleving
other necessary internal and external approvals for each party.

The proposed Port Arthur liquefaction project would be located at a site previously permitted for an
LNG regasification terminal and would be designed to Include two natural gas liquefaction trains with a
total export capability of approximately 10 milllon metric tons per annum, or 1.4 billlon cublc feet per
day, as well as LNG storage tanks and marine facllities for LNG ship berthing and loading.

In March 2015, Sempra LNG's affiliate, Port Arthur LNG, LLC, initiated the Federal Energy Regulatory
Commisslon pre-flling review for the proposed natural gas liquefaction facllity and flled Its permlt
application with the U.S. Department of Energy for authorization to export LNG produced from the
proposed project to all current and future Free Trade Agreement countries.

Any development of the project remalns contingent upon completing required commerclal
agreements; acquiring all necessary permits and approvals; securing financing commitments and
potential tax Incentives; achieving other customary conditions; and making a final Investment decislon
to proceed.

Sempra Energy, based In San Dlego, Is a Fortune 500 energy services holding company with 2014
revenues of $11 billion. The Sempra Energy companies' 17,000 employees serve more than 32 million
consumers worldwlide.

Woodside is an Australian oil and gas company with a global presence, recognized for its world-class
capabilities, as an explorer, a developer, a producer and a supplier. Woodside is Australia's most
experlenced LNG operator and largest independent oil and gas company.,

This press release contains statements that are not historical fact and constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995, These
statements can be identified by words like "believes,” "expects,” "anticipates,” "plans,” "estimates,”
"projects,” "forecasts,” "contemplates," "Intends," "depends,” "should," "could,” "would," "will,"
"confident,” "may," "potential,” "possible,” "proposed,” "target,” "pursue,” "goals," "outiook,”
"maintain” or similar expressions, or discussions of guldance, strategles, plans, goals, opportunities,
projections, initiatives, objectives or intentions. Forward=-looking statements are not guarantees of



TAB 5 - EXHIBIT 5 (cont.)

performance. They involve risks, uncertainties and assumptions. Future results may differ materially
from those expressed in the forward-looking statements. Forward-looking statements are necessarily
based upon various assumptions involving judgments with respect to the future and other risks,
Including, among others: local, reglonal, natlonal and International economlc, competitive, political,
legislative and regulatory conditions and developments; actions and the timing of actlons, Including
Issuances of permits to construct and licenses for operation, by the Californla Public Utilities
Commission, Californla State Legisiature, U.S. Department of Energy, Federal Energy Regulatory
Commission, Nuclear Regulatory Commission, Atomic Safety and Licensing Board, California Energy
Commission, U.S. Environmental Protection Agency, California Alr Resources Board, and other
regulatory, governmental and environmental bodles In the Unlted States and other countries In which
we operate; the timing and success of business development efforts and construction, maintenance
and capltal projects, including risks In obtaining, malintaining or extending permits, licenses, certificates
and other authorizations on a imely basls and risks in obtaining adequate and competitive financing for
such projects; energy markets, including the iming and extent of changes and wolatility in commodity
prices, and the impact of any protracted reduction In ol prices from historical averages; the Impact on
the value of our natural gas storage assets from low natural gas prices, low volatility of natural gas
prices and the inability to procure favorable long-term contracts for natural gas storage services;
delays in the timing of costs incurred and the timing of the regulatory agency authorization to recover
such costs in rates from customers; capital markets conditions, including the availability of credit and
the liquidity of our investments; inflation, interest and currency exchange rates; the impact of
benchmark Interest rates, generally Moody's A-rated utllity bond ylelds, on our Californla Utililles’ cost
of capital; the avallabliity of electric power, natural gas and liquefled natural gas, and natural gas
pipeline and storage capacity, including disruptions caused by fallures In the North Amerlcan
transmission grid, pipeline explosions and equipment failures and the decommissioning of San Onofre
Nuclear Generating Statlon (SONGS),; cybersecurity threats to the energy grid, natural gas storage and
plpeline Infrastructure, the information and systems used to operate our businesses and the
confidentiality of our proprietary information and the personal Information of our customers, terrorist
attacks that threaten system operations and critical infrastructure, and wars; the abllity to win
competitively bid infrastructure projects agalinst a number of strong competitors willing to aggressively
bid for these projects; weather conditions, conservation efforts, natural disasters, catastrophic \
accidents, and other events that may disrupt our operations, damage our facilities and systems, and

subject us to third-party liabllity for property damage or personal Injuries; risks that our partners or

counterparties will be unable or unwilling to fulfill thelr contractual commitments; risks posed by

decislons and actions of third parties who control the operations of Investments in which we do not

have a controlling interest; risks inherent with nuclear power facilities and radioactive materials

storage, including the catastrophic release of such materials, the disallowance of the recovery of the

investment in, or operating costs of, the nuclear facility due to an extended outage and facility closure,

and Increased regulatory oversight; business, regulatory, environmental and legal decisions and

requirements; expropriation of assets by foreign governments and title and other property disputes;

the Impact on rellabliity of San Diego Gas & Electric Company’s (SDGE&E) electric transmisslon and

distribution system due to increased amount and variability of power supply from renewable energy

sources; the impact on competitive customer rates of the growth in distributed and local power

generation and the corresponding decrease in demand for power delivered through SDG8E's electric

transmisslon and distribution system; the Inabliity or determination not to enter Into long-term supply

and sales agreements or long-term firm capacity agreements due to insufficient market interest,

unattractive pricing or other factors; the resolution of litigation; and other uncertalnties, all of which

are difficult to predict and many of which are beyond our control. These risks and uncertainties are

further discussed in the reports that Sempra Energy has filed with the Securities and Exchange

Commission. These reports are avallable through the EDGAR system free-of-charge on the SEC's

website, www.sec.gov, and on the company’s website at www.sempra.com.

Investors should not rely unduly on any forward-looking statements. These forward-looking statements
speak only as of the date hereof, and the company undertakes no obligation to update or revise these
forecasts or projections or other forward-looking statements, whether as a result of new information,
future events or otherwise.

Sempra International, LLC, and Sempra U.S. Gas & Power, LLC, are not the same companies as the
California utilities, San Dlego Gas & Electric (SDG8E) or Southern Callfornla Gas Company (SoCalGas),
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and Sempra International, LLC, and Sempra U.S. Gas & Power, LLC, are not regulated by the Callfornia
Public Utilities Commission. Sempra International's underlying entities include Sempra Mexico and
Sempra South American Utilities. Sempra U.S. Gas & Power's underlying entities include Sempra
Renewables and Sempra Natural Gas.

SOURCE Sempra LNG

For further Information: Media Contact: Paty Ortega Mitchell, Sempra LNG, (866) 257-1298,
press@sempraglobal.com, www.SempralLNG.com, Financlal Contact: Kendall Helm, Sempra Energy,
(877) 736-7727, investor@sempra.com

RS



Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD

Cummings Westlake, I.LLC

TAB 6

Description of how project is located in more than one district, including list of percentage in each
district and, if determined to be g single unified project, documentation from the Office of the
Governor (if applicable

1) Jefferson County - 100%
2) City of Port Arthur - 50%
3) Port of Sabine Pass - 100%
4) Sabine Neches Navigation Dist. - 100%
5) Sabine Pass ISD - 100%

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass 1SD
Cummings Westlake, LLC

TAB7

Description of Qualified Investment

A Chapter 313 Value Limitation Agreement is requested on all the proposed new
improvements and fixed equipment associated with this project as described below, The
proposed project primarily consists of property classified by Jefferson CAD as real estate
improvements including, but not limiting to the following:

* Two liquefaction trains, each with a maximum production capacity of 5 MTPA, and each
with its own gas treatment facilities;

* A natural gas liquids (NGL) and refrigerant storage area;

» A marine facility, including two LNG berths, each with three liquid loading arms, one vapor
loading arm, and one spare hybrid loading arm;

* An NGL and refrigerant truck loading/unloading facility;

* Three 160,000 ms LNG storage tanks.

* Operations, control, maintenance, warehouse and all other necessary buildings.

Also included in this application, but not limited to, are all of the associated concrete
foundations, pipe supports, piping, instrumentation, power feeds, control loops, safety
systems, fire water protection, insulation, and utilities necessary to safely operate the new
equipment.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LLC

Description of Qualified Property

A Chapter 313 Value Limitation Agreement is requested on all the proposed new
improvements and fixed equipment associated with this project as described below. The
proposed project primarily consists of property classified by Jefferson CAD as real estate
improvements including, but not limiting to the following:

* Two liquefaction trains, each with a maximum production capacity of 5 MTPA, and each
with its own gas treatment facilities;

* A natural gas liquids (NGL) and refrigerant storage area;

* A marine facility, including two LNG berths, each with three liquid loading arms, one vapor
loading arm, and one spare hybrid loading arm;

* An NGL and refrigerant truck loading/unloading facility;

* Three 160,000 mz LNG storage tanks.

* Operations, control, maintenance, warehouse and all other necessary buildings.

Also included in this application, but not limited to, are all of the associated concrete
foundations, pipe supports, piping, instrumentation, power feeds, control loops, safety
systems, fire water protection, insulation, utilities necessary to safely operate the new
equipment and the land detailed in Tab 9 of this application that is owned by Port Arthur
Holding, LLC.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD

Cummings Westlake, LL.C
TAB 9

Description of Land

See Attached

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



JCAD Property ID
127156
127157
127158
127159
127161
135396
135397
135424
135425
138597
138601
138602
139549
138550
140424
140433
140878

Legal Description

PT TR 112 N COLEMAN 154,358 (PT TR 2 N ON DEED)
PTTR 112 N COLEMAN 215.622 (PT TR 2N ON DEED)

TR 212 N COLEMAN .254 (TR 11 ON DEED)

TR 2-A 12 N COLEMAN 3.519 (TR 12 ON DEED)
SUBMERGED CANAL W BANK ONLY 12 N COLEMAN 9.64
PTTR 2 71 JNO BENNETT 102.787 (PT TR 1 ON DEED)
PTTR 2 71 INO BENNETT 20.603 (PT TR 1 ON DEED)

PT TR 32 71 JNO BENNETT 23.458 (PT TR 2N ON DEED)
PTTR 32 71 JNO BENNETT 7.123 (PT TR 2N ON DEED)
TR1185P B O CONNOR 289.500 (PT TR 1 ON DEED)
PTTR 7 185 P B O CONNOR 17.547 (PT TR 2N ON DEED})
1PTTR 7185 P B O CONNOR 143.543 (PT TR 2N ON DEED)
PTTR 1251 T&NO 76,382 (PT TR 2N ON DEED)

PTTR 1251 T&NO 238,124 (PT TR 1 ON DEED)

TR 2 PEDRO DE LA 438 GARZA 63,050 (PT TR 2N ON DEED)
TR 11 PEDRO DE LA 438 GARZA 1.890 (PT TR 13 ON DEED)
TR 1 488 T&NO 259,380 (PT TR 1 ON DEED)

Owner Name

PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC
PORT ARTHUR LNG HOLDINGS LLC

Appraised Value
$30,870
$43,120

$8,890
$123,170
51,930
$20,560
$4,120
$4,690
$1,430
$57,900
$3,510
$28,710
$15,280
$47,630
512,610
S380
$51,880



Port Arthur LNG, LLC

Chapter 313 Application to Sabine Pass 1SD
Cummings Westlake, 1.1.C
TAB 10

Description of all property not eligible to become qualified property (if applicable)

Currently, the proposed temporary construction dock will be located outside of Sabine
Pass ISD. Therefore, Port Arthur LNG will not be requesting that it be covered by this Value
Limitation Agreement. Port Arthur LNG estimates the cost of the temporary construction dock to
be approximately $10,000,000.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD
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Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LLC

TAB 11

Maps that clearly show:
a) Project vicinity
b) Qualified investment including location of new building or new improvements
¢) Qualified property including location of new building or new improvements
d) _Existing property

e) Land location within vicinity map

f) Reinvestment or Enterprise Zone within vicinity map, showing the actual or proposed
boundaries and size

11 d) THERE IS NO EXISTING PROPERTY

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD
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Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LLLL.C

TAB 12

Request for Waiver of Job Creation Requirement and supporting information (if applicable)

Not Applicable

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD




Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LL.C

TAB 13
Calculation of three possible wage requirements with TWC documentation
e Jefferson County average weekly wage for all jobs (all industries)
o Jefferson County average weekly wage for all jobs (manufacturing)

o See attached Council of Governments Regional Wage Calculation and
Documentation

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



PORT ARTHUR LNG, LLC
TAB 13 TO CHAPTER 313 APPLICATION

JEFFERSON COUNTY
CHAPTER 313 WAGE CALCULATION - ALL JOBS - ALL INDUSTRIES

QUARTER YEAR AVG WEEKLY WAGES* ANNUALIZED
FIRST 2015 S 1,104 $ 57,408
SECOND 2015 $ 1,017 $ 52,884
THIRD 2014 S 974 S 50,648
FOURTH 2014 $ 1,107 $ 57,564

AVERAGE $ 1,050.50 $ 54,626

JEFFERSON COUNTY
CHAPTER 313 WAGE CALCULATION - MANUFACTURING JOBS

QUARTER YEAR AVG WEEKLY WAGES* ANNUALIZED
FIRST 2015 $ 2,176 S 113,152
SECOND 2015 S 1,810 $ 94,120
THIRD 2014 S 1,753 $ 91,156
FOURTH 2014 S 1,873 $ 97,396

AVERAGE $ 1,903 $ 98,956
X 110% 110%
S 2,093.30 $ 108,851.60

CHAPTER 313 WAGE CALCULATION - REGIONAL WAGE RATE

YEAR AVG WEEKLY WAGES* ANNUALIZED

South East 2014 $ 1,168 $ 60,754
X 110% 110%
$ 1,285.18 $ 66,829

* SEE ATTACHED TWC DOCUMENTATION

TAB 13



Quarterly Employment and Wages (QCEW)

|Back|

Page 1 of 1 (40 results/page)

Em# Period # Area _Ownershtp ;Division ¥ Level %Ind Code Industry iAvg Weekly Wages|

2015 1stQftr  Jefferson County Private 00 0 10 Total, All Industries $1,104
2015 2nd Qtr Jefferson County Private 00 0 10 Total, All Industries $1,017
2014 3rd Qtr  Jefferson County Private 00 0 10 Total, All Industries $974
2014 4th Qtr  Jefferson County Private 00 0 10 Total, All Industries $1,107



Quarterly Employment and Wages (QCEW)

Back|

Page 1 of 1 (40 results/page)

ey 2 | 1l

2015 1stQir  Jefferson County Private 31 2 31-33 Manufacturing $2,176
2015 2nd Qtr  Jefferson County Private 31 2 31-33 Manufacturing $1,810
2014 3rdQir  Jefferson County Private 31 2 31-33 Manufacturing $1,753
2014 4thQtr  Jefferson County Private 31 2 31-33 Manufacturing $1,873



2014 Manufacturing Average Wages by Council of Government Region

Wages for All Occupations

COG

Wages
Hourly Annual

Texas

1. Panhandle Regional Planning Commission

2. South Plains Association of Governments

3. NORTEX Regional Planning Commission

4. North Central Texas Council of Governments
5. Ark-Tex Council of Governments

6. East Texas Council of Governments

fi

8

. West Central Texas Council of Governments

. Rio Grande Council of Governments
9. Permian Basin Regional Planning Commission
10. Concho Valley Council of Governments
11. Heart of Texas Council of Governments

$24.18  $50,305
$21.07  $43,821
$16.75  $34,834
$20.23  $42,077
$2532  $52,672
$17.80  $37,017
$19.87  $41,332
$19.41  $40,365
$17.82  $37,063
$23.65  $49,196
$18.70  $38,886
$20.98  $43,636

12. Capital Area Council of Governments 110% x $60,754
13. Brazos Valley Council of Governments  |= $66,829

$28.34 $58,937

14. Deep East Texas Council of Governments

15. South East Texas Regional Planning Commission
16. Houston-Galveston Area Council

17. Golden Crescent Regional Planning Commission
18. Alamo Area Council of Governments

19. South Texas Development Council

20. Coastal Bend Council of Governments

21. Lower Rio Grande Valley Development Council
22. Texoma Council of Governments

23. Central Texas Council of Governments

24. Middle Rio Grande Development Council

$17.57 $36,547
16 $36,939
$29.21 $60,754

$26.21  $54,524
$23.31  $48,487
$19.46  $40,477
$13.91  $28,923
$25.12  $52,240
$16.25  $33,808
$20.51  $42,668
$18.02  $37,486
$20.02  $41,646

Source: Texas Occupational Employment and Wages
Data published: July 2015
Data published annually, next update will be July 31, 2016

Note: Data is not supported by the Bureau of Labor Statistics (BLS).

Wage data is produced from Texas OES data, and is not to be compared to BLS estimates.

Data intended for TAC 313 purposes only.




Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LLC

TAB 14

Schedules A1, AZ, B, C and D completed and signed Economic Impact (if applicable)

See attached Schedules A1, A2,B,Cand D

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD
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Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass [SD

Cummings Westlake, I.LI.C

TAB 15

Economic Impact Analysis, other payments made in the state or other economic
information (if applicable)

None

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD




Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, 1.L.C

TAB 16

Description of Reinvestment Zone or Enterprise Zone, including:
a) Evidence that the area qualifies as an enterprise zone as defined by the
Governor’s office
b) Legal description of reinvestment zone*
c) Order, resolution, or ordinance established the reinvestment zone*
d) Guidelines and criteria for creating the zone*

16 a) Not Applicable

16 b) Will be submitted once Jefferson County creates the Reinvestment
Zone

16 c¢) Will be submitted once Jefferson County creates the Reinvestment
Zone

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD



TAB 16d) Guidelines and Criteria for Creating the Zone

JEFFERSON COUNTY AMENDED UNIFORM TAX ABATEMENT POLICY-2014
ADMONITORY PROVISIONS

The final determination of value to be abated is vested with the Jefferson County
Appraisal District (JCAD), an agency autonomous from Jefferson County. The
Procedures used by JCAD are attached as Exhibit “A” and incorporated and adopted in
this Abatement Policy for all purposes. These provisions are illustrative only and shall
not limit the Appraisal District in making determinations in any manner otherwise allowed
by law.

Businesses applying for tax abatement with the County are advised that any agreement
with the

County applies only to taxes assessed by Jefferson County. Any abatement agreement
with other taxing entities must be negotiated directly with such entities. In addition, each
individual or business receiving an abatement retains the responsibility for annually
applying to the Jefferson County Appraisal District for recognition and implementation of
such abatement agreement.

STATEMENT OF PURPOSE
SECTION |

(a) The Commissioners Court of Jefferson County, Texas adopts this tax abatement
policy to provide incentives to the owner of real property, who proposes a Project to
develop, redevelop or improve eligible facilities. The incentives will consist of a limited
special exemption from certain taxes provided that the Owner agrees to accept and
abide by this Policy and provided that the real property is located in a lawfully created
Reinvestment or Enterprise Zone.

{b) This policy is intended to improve the quality of life in economically depressed areas
and throughout the County by stimulating industrial development, and job creation and
retention provided that the taxable value of the property of the owner is not adversely
affected..

DEFINITIONS
SECTION 1l
(a) “Abatement” means the full or partial exemption from ad valorem taxes of certain

real property values in a reinvestment or enterprise zone designated by the County for
economic development purposes.



(b) “Agreement” means a contractual agreement between a property owner and/or
lessee and the County.

(c) “Base Year” means the calendar year in which the abatement contract is executed
(signed).

(d) “Base Year Value” means the taxable value of eligible industrial realty
improvements of the owner within Jefferson County on January 1 preceding the
execution of the abatement agreement and which property is owned by the owner, co-
owner and/or its parent companies, subsidiaries, partner or joint ventures or any entity
exercising legal control over the owner or subject to control by the owner. Owner will
attach as Exhibit “F-Affiliates” those properties which are co-owned or which are parent
companies, partnerships, joint-ventures or other entities in Jefferson County over which
the Owner herein exercises legal control.

(e) “Deferred Maintenance” means improvements necessary for continued operation
which that do not improve productivity, or alter the process technology, reduce pollution
or conserve resources.

(f) “Distribution Center” means buildings and structures, including fixed machinery and
equipment, used or to be used primarily to receive, store, service or distribute goods or
materials owned by the Facility operator where a majority of the goods or services are
distributed to points beyond Jefferson County.

(g) “Eligible Facilities” or “Eligible Projects” means new, expanded or modernized
buildings and structures, as defined in the Texas Property Tax Code, including fixed
machinery and equipment, which is reasonably likely as a result of granting abatement
to contribute to the retention or expansion of primary employment or to attract major
investment in the reinvestment or enterprise zone that would be a benefit to the property
and that would contribute to the economic development within the County, but does not
include facilities which are intended primarily to provide goods or services to residents or
existing businesses located in the County such as, but not limited to, restaurants and
retail sales establishments. Eligible facilities may include, but shall not be limited to,
industrial buildings and warehouses. Eligible facilities may also include facilities
designed to serve a regional population greater than the County for medical, scientific,
recreational or other purposes.

(h) “Eligible Property” means realty improvements, the on-site buildings,
structures, fixed machinery and equipment, storage tanks, process units
(including all integral components necessary for operations), site improvements,
and infrastructure included in the PROJECT, and the permanent office space and
related fixed improvements necessary to the operation and administration of the
PROJECT, as defined in the Tax Code, but does not include personal property.

(i) “Expansion” means the addition of buildings, structures, machinery, tangible personal
property, equipment, payroll or other taxable value for purposes of increasing production
capacity.



() “Modernization” means a complete or partial demolition of facilities and the complete
or partial reconstruction or installation of a facility of similar or expanded production
capacity. Modernization may result from the construction, alteration, or installation of
buildings, structures, machinery, equipment, pollution control devices or resource
conservation equipment. Modernization shall include improvements for the purpose of
increasing productivity or updating the technology of machinery and equipment, or both.

(k) “Facility” means property improvements completed or in the process of construction
which together comprise and integral whole.

(1) “New Facility” means a property previously undeveloped which is placed into service
by means other than in conjunction with Expansion or Modernization.

(m)} “Productive Life” means the number of years a property improvement is expected
to be in service in a facility.

WHEN ABATEMENT AUTHORIZED
SECTION Il

(a) Eligible Facilities. Upon application, Eligible Facilities shall be considered for tax
abatement as hereinafter provided.

{(b) Creation of New Value. Abatement may only be granted for the creation of
additional value to eligible facilities made subsequent to and specified in an abatement
agreement between the County and the property owner or lessee, subject to such
limitations as the County may require. Under no circumstances will abatements be
considered or granted once construction on a facility or project has begun.

(c) New and Existing Facilities. Abatement may be granted for new facilities and
improvements to existing facilities for purposes of modernization or expansion.

(d) Eligible Property. Abatement may be extended to the increase in value of buildings,
structures, fixed machinery and equipment, site improvements, and related fixed
improvements necessary to the operation and administration of the facility.

(e) Ineligible Property. The following types of property shall be fully taxable and
ineligible for tax abatement: land, supplies, inventory, vehicles, vessels, housing,
improvements for the generation or transmission of electrical energy not wholly
consumed by a new facility or expansion; any improvements, including those to produce,
store or distribute natural gas, fluids or gases, which are not integral to the operation of
the facility; deferred maintenance, property to be rented or leased (except as provided in
Section llI(f), property which has a productive life of less than ten years, or any other
property for which abatement is not allowed by state law.

(f) Owned/Leased Facilities. If a leased facility is granted abatement, both the
owner/lessor and the lessee shall be parties to the abatement contract with the County.




(g) Economic Qualification. In order for an Eligible Facility to receive tax abatement the
planned improvement:

(1) Must create an increased appraised ad valorem tax value based upon the Jefferson
County
Appraisal District’'s assessment of the eligible property; and

(2) Must prevent the loss of payroll or retain, increase or create payroll (full-time
employment) on a permanent basis in the County.

(3) Must not have the effect of displacing workers or transferring employment from one
part of the County to another.

(4) Must demonstrate by an independent economic impact analysis that the local

economic benefit will be substantially in excess of the amount of anticipated foregone
tax revenues resulting from the abatement.

Factors Considered By County In Considering Abatement Requests

Section IV

(a) Standards For Tax Abatement. The following non-exclusive factors may be
considered in determining whether to grant tax abatements for an Eligible Facility or
Project, and if so, the percentage of value to be abated and the duration of the tax
abatement:

(1) Existing improvements, if any;

(2) Type and value of proposed improvements;

(3) Productive life of proposed improvements;

(4) Number of existing jobs to be retained by proposed improvements;

(5) Number and types of new jobs to be created by proposed improvements;

(6) The extent to which new jobs to be created will be filled by persons who are
economically disadvantaged, including residents of a Reinvestment or Enterprise Zone;

(7) The extent to which local labor, local subcontractors and local vendors and suppliers
will be used in the construction phase of the project;

{8) The amount of local taxes to be generated directly;

(9) The amount the property tax base valuation will be increased during term of
abatement and after abatement;



(10) The amount of economic impact the Eligible Facility will provide to the local
community;

(11) The costs to be incurred by the County to provide facilities or services directly
resulting from the new improvements;

(12) The amount of ad valorem taxes to be paid to the County during the abatement
period considering (a) the existing values; (b) the percentage of new value abated; (c)
the abatement period; and (d) the value after expiration of the abatement period;

(13) The population growth of the County projected to occur directly as a result of new
improvements;

(14) The types and values of public improvements, if any, to be made by the applicant
seeking abatement;

(15) Whether the proposed improvements compete with existing businesses to the
detriment of the local economy;

(16) The impact of the proposed project on the business opportunities of existing
businesses;

(17) The attraction of other new businesses to the area as a result of the project;

(18) The overall compatibility with the zoning ordinances and comprehensive plan for the
area;

{19) Whether the project is environmentally compatible with no negative impact on
quality of life perceptions; Each application for tax abatement shall be reviewed on its
merits utilizing the factors provided above. After such review, abatement may be denied
entirely or may be granted to the extent deemed appropriate after full evaluation.

(b) Local Employment. For purposes of evaluating Section 1lI(h)(7): Local labor is
defined as those laborers or skilled craftsmen who are residents and domiciliaries of the
nine county region comprised of Jefferson, Orange, Hardin, Jasper, Newton, Liberty,
Tyler and Chambers counties, as well as the Bolivar Peninsula area of Galveston
County. Local vendors and suppliers shall include only those located or having a
principal office in Jefferson County. Local Subcontractors shall include only those
located or having a principal office in Jefferson County.

Each recipient of property tax abatement shall additionally agree to give preference and
priority to local manufacturers, suppliers, vendors, contractors and labor, except where
not reasonably possible to do so without significant added expense, substantial
inconvenience, or sacrifice in operating efficiency. In any such exception, cases
involving purchases over $10,000.00, a justification for such purchase shall be included
in the annual report. Each recipient shall further acknowledge that is a legal and moral
obligation of persons receiving property tax abatement to favor local manufacturers,
suppliers, contractors and labor, all other factors being equal. In the event of breach of
the “buy-local” provision, the percentage of abatement shall be proportionately reduced
in an amount equal to the amount the disqualified contract bears to the total construction
cost for the project.



(c) Each recipient of a property tax abatement must also provide bidding information to
local contractors, manufacturers and labor to allow them to have sufficient information
and time to submit their bids and pre-bid meetings must be held between the owner and
potential local bidders and suppliers of services and materials.

(d) Historically Underutilized Businesses/Disadvantaged Business Enterprises.
The County will also strongly consider the extent to which the project will encourage and
promote the utilization of Historically Underutilized Businesses (HUBs) (also known as
Disadvantaged Business Enterprises, or DBEs) by the owner and general contractor by
ensuring that qualified HUB vendors and contractors are given an opportunity to bid on
all contracts.

1. A Historically Underutilized Business (HUB) is a business owned or controlled by
Socially and Economically Disadvantaged Individuals as defined by all applicable federal
or state laws and local policies, including Black Americans, Hispanic Americans, Native
Americans, Asian-Pacific Americans, Asian-Indian Americans, women and individuals
with disabilities. A HUB is one that is at least 51 percent owned or controlled by one or
more women or Sacially and Economically Disadvantaged Individuals who actively
participate in the conduct of the business or, in the case of a publicly owned business,
one in which at least 51 percent of the stock is controlled by one or more women or
Socially and Economically Disadvantaged Individuals. A business that has been certified
as a HUB/DBE by an agency of the federal government or the State of Texas is
presumed to be a HUB/DBE for purposes of this policy. Only a HUB/DBE with its
principal office in Jefferson, Hardin, and Orange, County will be recognized as a
HUB/DBE for purposes of this policy. Jefferson County will supply a Minority Business
Directory to each applicant.

2. The County will require that each abatement contract between itself and any individual
or entity seeking the abatement of ad valorem taxes contain a provision requiring the
owner, on at least a quarterly basis, and at owner's cost, to allow the full examination by
County or its designated representative(s) of all documents necessary for County to
assure that best efforts have been used by owner to utilize local labor, subcontractors,
vendors, suppliers and HUB's/DBE’s. The County will also require that such contracts
contain provisions binding the engineering/construction firms utilized as general
contractors on the Project to the terms of the abatement contract.

(e) Denial of Abatement. Neither a reinvestment or ehterprise zone nor abatement
agreement shall be authorized if it is determined that:

(1) There would be a substantial adverse affect on the provision of government
service or tax base;

(2) The applicant has insufficient financial capacity;

(3) Planned or potential use of the property would constitute a substantial hazard to
public safety, health or morals;

(4) The project would cause a violation of state or federal laws; or

(5) For any other reason deemed appropriate by the County including the pendency of



litigation between the individual or entity requesting the creation of the reinvestment or
enterprise zone and the County.

(f) “Taxability” From the execution of the abatement agreement to the end of the
agreement period, taxes shall be payable as follows:

(1) The value of ineligible property as provided in Section li{e) shall be fully taxable; and

(2) The base year value of existing eligible property as determined each year shall be
fully taxable.

APPLICATION PROCESS

SECTION V

(a) Any present owner, potential owner or Lessee of taxable property in the County may
request the creation of a reinvestment or enterprise zone and tax abatement by filing a
written request with the County Judge.

(b) The application shall consist of a completed application form which shall provide
detailed information on the items described in Section Ili{h) hereof; a map and property
description with specific metes and bounds; a time schedule for undertaking and
completing the planned improvements. In the case of modernization, a statement of the
assessed value of the facility, separately stated for real and personal property, shall be
given for the tax year immediately preceding the application. The application form may
require such financial and other information as may be deemed appropriate for
evaluating the financial capacity and other factors of the applicant. The County shall also
require a non-refundable application fee in the amount of $1,000.00 to be submitted with
the application.

{(c) Prior to the adoption of an ordinance order designating a reinvestment or application
by the County for designation of an enterprise zone, the County shall: (1) give written
notice to the presiding officer of the governing body of each taxing unit in which the
property to be subject to the agreement is located not later than seventh (7+) day before
the public hearing; and (2) publish notice of a public hearing in a newspaper of general
circulation within such taxing jurisdiction not later than the seventh (7w) day before the
public hearing. Before acting upon the application, the County shall, through public
hearing, afford the applicant and the designated representative of any governing body
referenced hereinabove opportunity to show cause why the abatement should or should
not be granted.

(d) The County shall make every reasonable effort to either approve or disapprove the
application for tax abatement within forty-five (45) days after receipt of the application.
The County shall notify the applicant of approval or disapproval.

(e) The County shall not establish a reinvestment or enterprise zone or enter into an
abatement agreement if it finds that the request for the abatement was filed after the
commencement of construction, alteration, or installation or improvements related to a
proposed modernization, expansion or new facility.



(f) Information that is provided to the County in connection with an application or request
for tax abatement and that describes the specific processes or business activities to be
conducted or the equipment or other property to be located on the property for which a
tax abatement agreement is requested is confidential and not subject to public
disclosure pursuant to the Texas Public Information Act until the tax abatement
agreement is executed. That information in the possession of a taxing unit after the
agreement is executed is not confidential and is subject to disclosure.

AGREEMENT
SECTION VI

(a) Not |later than the seventh (7th) day before the date on which the County enters into
the abatement agreement, the County shall deliver to the presiding officer of the
governing body of each other taxing unit in which the property is located a written notice
that the County intends to enter into the agreement. The notice shall include a copy of
the prepared agreement.

(b) The County shall formally pass a resolution and execute an agreement with the
owner of the facility and lessee, as the case may be, which shall include at least the
following terms:

(1) Estimated value to be abated and the base year value;

(2) Percent of value to be abated each year as provided in Section IlI(g);

(3) The commencement date and the termination date of abatement;

(4) The proposed use of the facility, nature of construction, time schedule, map, property
description and improvement list as provided in application, Section IV(b);

(5) Contractual obligations in the event of default, violation of terms or conditions,
delinquent taxes, or assignment;

(6) Provision for access to and authorization for inspection of the property by County
employees to ensure that the improvements or repairs are made according to the
specifications and conditions of the agreement;

(7) Limitations on the uses of the property consistent with the general purpose of
encouraging development or redevelopment of the zone during the period that property
tax exemptions are in effect;

(8) Provision for recapturing property tax revenue lost as a result of the agreement if the
owner of the property fails to make the improvements or repairs as provided by the
agreement;

(9) Provision that all permanent jobs be registered with the Texas Workforce
Commission and that all contractors shall give preference to and to seek qualified
workers through the Texas Workforce Commission.

(10) Contain each and every term agreed to by the owner of the property;

(11) Requirement that the owner or lessee of the property certify annually to the
governing body of each taxing unit that the owner or lessee is in compliance with each
applicable term of the agreement; and

(12)All terms required by Texas Tax Code §312.205, as amended; Such agreement
shall normally be executed within sixty (60) days after the applicant has forwarded all
necessary information and documentation to the County.



RECAPTURE
SECTION VII

(a) In the event that the company or individual (1) allows its ad valorem taxes owed the
County to become delinquent and fails to timely and properly follow the legal procedures
for their protest and/or contest; or (2) violates any of the terms and conditions of the
abatement agreement; and fails to cure during the cure period, or discontinues
production the agreement then may be terminated and all taxes previously abated by
virtue of the agreement will be recaptured and paid within thirty (30) days of the
termination.

(b) Should the County determine that the company or individual is in default according to
the terms and conditions of its agreement, the County shall notify the company or
individual of such default in writing at the address stated in the agreement; and if such is
not cured within thirty (30) days from the date of such notice (“Cure Period”), then the
agreement may be terminated. Alternatively, County may, as a penalty for default or
non-compliance with the provisions of an abatement contract, reduce the term of the
abatement period and/or the annual percentage abatements available thereunder.

(c) Payment in Lieu of Taxes: If, during the period of this abatement, any Federal or
State law provides an additional tax exemption for the property that is already the
subject of this agreement, Applicant agrees to decline that tax exemption during the
period of this abatement. If Applicant is unable to decline that tax exemption, Applicant
agrees to pay the taxes, or payment in lieu of taxes, on the reduction of property tax
revenue to the County that is the result of said exemption. Any payment in lieu of taxes
shall be due on or before November 15 of the year in which payment is due.

(d)By this, it is understood and agreed that if the party granted this abatement avails
itself of a Foreign Trade Zone exemption, the abated value subject to this contract will be
reduced dollar for dollar and taxed.

(e)lt is understood and agreed by the owner that, if at any time during the abatement, the
owner prevails in an action to contest the taxable value of the property of owner that is
the subject of the abatement for Unequal Appraisal or revision thereof pursuant to
Section 42.26, Texas Tax Code, the County shall reduce the amount of abatement dollar
for dollar for each dollar that the taxable value is reduced as a result of that contest.

ADMINISTRATION
SECTION VI
(a) The Chief Appraiser of the Jefferson County Appraisal District will annually determine
an assessment of the real and personal property subject to each abatement agreement.

Each year, the company or individual receiving abatement shall furnish the appraiser
with such information as may be necessary to determine compliance with the abatement




agreement. Once value has been established, the Chief Appraiser will notify the County
of the amount of the assessment.

(b) The abatement agreement shall stipulate that employees and/or designated
representatives of the County will have access to the facility during the term of the
abatement to inspect the facility to determine if the terms and conditions of the
agreement are being met. Inspections will only be conducted in such manner as to not
unreasonably interfere with the construction and/or operation of the facility. All
inspections will be made with one or more representative of the company or individual
and in accordance with its safety standards.

(c) Upon completion of construction, the designated representative of the Owner shall
annually evaluate each facility receiving abatement to insure compliance with the
agreement, and a formal report shall be made to the County.

(d) During the course of construction of the Project, Owner and it's general contractor
and/or subcontractors shall, on at least a quarterly basis, meet with designated County
representatives for an onsite inspection to assure compliance with the terms of the
abatement agreement. Owner shall be responsible to County for the payment of costs
associated with such monitoring. In the event it is determined that Owner or its
contractors have failed to comply with the terms of the abatement agreement, then
County may terminate the abatement agreement or, in County’s discretion, reduce the
duration or annual percentages of such abatement.

{(e) During construction, the Applicant shall maintain appropriate records of the
employees affected by this abatement, including but not limited to, proof of employees’
legal residence, proof of immigration-resident status, and, if applicable, such other
documentation that may be required to document compliance with the Agreement

(f) The Chief Appraiser of the Jefferson County Appraisal District shall timely file with the
Texas

Department of Economic Development and the State Property Tax Board all information
required by the Tax Code.

(g) All requirements of the Abatement Agreement shall apply to Applicant’s
contractors/subcontractors and Applicant shall ensure that they abide by the terms of the

Agreement.

AGREEMENT

SECTION IX

Abatement may be transferred, assumed and assigned in whole or in part by the holder
to a new owner or lessee of the same facility upon the approval by resolution of the
Commissioners’ Court; subject to the financial capacity of the assignee and provided
that all conditions and obligations in the abatement agreement are guaranteed. No
assignment or transfer shall be approved if the parties to the existing agreement, the
new owner or new lessee are liable to any jurisdiction for outstanding taxes or other
obligations. Approval shall not be unreasonably withheld. As a condition of transfer, an
assignment fee of $10,000.00 may be required, with the maximum fee being $10,000.00



SUNSET PROVISION

SECTION X

These guidelines and criteria are effective upon the date of their adoption and will
remain in force for two years, unless amended by three-quarters of the Commissioners’
Court at which time all reinvestment and enterprise zones and tax abatement
agreements created pursuant to these provisions will be reviewed to determine whether
the goals have been achieved. Based on that review, the guidelines and criteria may be
madified, renewed or eliminated.

DISCRETION OF THE COUNTY
SECTION XI
The adoption of these guidelines and criteria by the County does not:

(1) Limit the discretion of the County to decide whether to enter into a specifib tax
abatement agreement;

(2) Limit the discretion of the County to delegate to its employees the authority to
determine whether or not the County should consider a particular application or request
for tax abatement; or

(3) Create any property, contract, or other legal rights in any person to have the County
consider or grant a specific application or request for tax abatement.

QUESTIONS TO BE ANSWERED IN ORDER TO DEVELOP
AN APPLICATION AND ECONOMIC IMPACT STATEMENT
FOR VALUE ADDED TAX ABATEMENTS IN JEFFERSON COUNTY

General:
Jefferson County will provide a representative to assist in preparation and
presentation of all documents and to guide them through the abatement process.

Opening Paragraph:
The application should include a summary statement about the company and its
operations. This information can come from an annual report, corporate 10K or

other document provided by the company. (Please include these documents with
this questionnaire.)

Economic Impact Analysis:



The application must include the attachment of an independently prepared
economic impact analysis of the proposed facility as it impacts the local economy
detailing the information referred in Section Il herein.

Maps and Plats

Provide maps, plats, and drawings necessary to establish the location of the
improvements and their relationships to the boundaries of cities, ETJ's, and
reinvestment or enterprise zone boundaries.

Questions to be Answered

(1) Is your project within a city limit? __ . Name of City

(2) Is your project within an ETJ? . Name of City ETJ

(3) Is your project within an Enterprise or Reinvestment Zone? Which?
(4) Will you own the realty or lease the realty?

(5) Present Appraisal District value of land and any EXISTING improvements
owned by the
OWNER:

(Answer this question based on Appraisal District records for the specific site you select.)
Cost of Land (If you are purchasing): $
Number of Acres: or Square Feet:

(6)Type and value of proposed improvements:

Type of construction:

(Tiltwall, Build-Out of Existing Facility, Etc.)
Value of Construction:

Value of Equipment:

Value of Pollution Control Devices: It is understood and agreed that Applicant. will
not seek a tax exemption for any equipment or portion of the facility which merely
reduces the pollution characteristics of the finished product produced by the facility and
that an exemption will only be sought for equipment and technology utilized to reduce
pollution at or around the facility.

(7) Productive life of proposed improvements: years, or term of initial
lease:



(8) Number of existing jobs to be retained by proposed improvements:

(Answer only if the location is already in or near Jefferson County and now employs Jefferson
residents.)

(9) Number and types of new jobs to be created by proposed

improvements:
Include in this answer the number of Jefferson County residents that will be employed.

(10) Amount of Annual local payroll to be created:

(11) What percentage and type of jobs to be created will Jefferson residents have
the opportunity to fill?

(12) Amount property tax base valuation will be increased:
During term of abatement:
After term of abatement:

(13) The costs to be incurred by local government to provide facilities or services
directly resulting from the new

improvements:
(Explain any costs for development or depletion of infrastructure the city is being asked to absorb,
if any.)

(14) The amount of ad valorem taxes to be paid to the county during the
abatement period considering: (a) the existing values; (b) the percentage of new
value abated; (c) the abatement period; and (d) the value after expiration of the
abatement period.

(15) The population growth of the county that will occur directly as a result of new

improvements:
(If you relocate to Jefferson County, how many of your employees do you anticipate to relocate?)

(16) The types and values of public improvements, if any, to be made by
applicant seeking abatement:

(List any facilities from which the public might benefit.)
(17) Do the proposed improvements compete with existing businesses to the

detriment of the local economy:

(18) The impact on the business opportunities of existing businesses:




(Are there possibilities for local businesses to become suppliers? Any new retail opportunities? If
you have previously conducted business within Jefferson County, please provide a list of any and
all local/non-local HUB/DBE companies with whom you have worked and the extent of that work

relationship)

(19) The attraction of other new businesses to the area:

(Will any of your suppliers, customers, parent, or sister companies relocate because of your
relocation?)

(20) The overall compatibility with the zoning ordinances and comprehensive
plan for the area:

(21) Describe, including the estimated value, all pollution control devices and
other improvements for which you intend to seek TNRCC exemption from
taxation:

NOTE: Failure to accurately disclose exempted property may result in a
total default under the Abatement Contract, resulting in recapture of
previously abated taxes and forfeiture of future abatement.



EXHIBIT “A”

JEFFERSON COUNTY APPRAISAL DISTRICT
PROCEDURE FOR CALCULATING ABATEMENTS

Purpose

The purpose of this procedure is to clarify the method used in calculating & tax
abatement. This procedure requires calculation of the Current Year Market Value, Base
Year Value, and Taxable Value as these terms are defined below. -In accordance with the
Jefferson County Uniform Tax Abatement Policy, the Real Property Owner’s Current
Taxable Value shall not be less than the Base Year Value in order for a project to receive
the full amount of abatement.

Calculation of “Base Year Value”

“Base Year Value” for each taxing entity executing an abatement contract is the Taxable
Value of all industrial realty improvements of a property owner and/or its affiliates
located within that entity for the tax period defined as the “Base Year”. “Base year” is
defined as the calendar year in which the abatement contract is executed (signed).

Calculation of “Current Year Market Value”
“Current Year Market Value” for each taxing entity executing an abatement agreement is
determined by calculating for the Current Tax Year the Market Value of all industrial
realty improvements of a property owner and/or its affiliates that comprise the “Base
Year Value.”

Calculation of “Taxable Value”

“Taxable Value™ for each taxing entity executing an abatement agreement is determined
by deducting from the Market Value of all industrial realty improvements of a property



owner and/or its affiliates the amount of any applicable exemptions and abatements
granted for that Tax Year.

Calculation of Abated Value

The following procedures are followed for each project for which a tax abatement
contract has been executed and for each taxing entity granting the abatement.

VALUE POTENTIALLY ELIGIBLE FOR ABATEMENT:

The Base Year Value is subtracted from the Current Year Market Value. If the difference
is greater than zero (0), then the remaining value is the value potentially eligible for
abatement. If the difference is zero (0) or less, then the project is not eligible for an
abatement for that Tax Year.

VALUE AVAILABLE FOR ABATEMENT:

For each project that remains potentially eligible for abatement, a preliminary calculation
of the abated value of all other projects for the owner and/or its affiliates, if any, must be
made. This calculation must first be done based on a preliminary abated value for
subsequent projects since the full calculation has yet to be performed. For multiple
abated projects, the calculations of the preliminary abated values are made in
chronological order based on the date the contract was executed. Once the abated value
for the subsequent project is calculated, if the actual abated value differs from the
preliminary abated value, this calculation must be redone in order to reflect the actual
abated value.

Once all calculations have been completed, the abated value of other projects for the
owner and/or its affiliates, if any, is subtracted from the Value Potentially Available for
Abatement. If the difference is greater than zero (0), then the remaining value is the
Value Available for Abatement.

If the difference is zero (0) or less, then the project is not eligible for an abatement for
that Tax Year.

VALUE SUBJECT TO ABATEMENT:

The project base value, if applicable, is subtracted from the current year project value,
and the percentage of abatement to be granted is then applied to the net amount to
determine the Value Subject to Abatement.



ABATED VALUE:

Any applicable reductions for Foreign Trade Zone or Pollution Control restrictions are
subtracted from the Value Subject to Abatement. If the difference is less than the Value
Available for Abatement, then this is the Abated Value.

If the difference is greater than the Value Available for Abatement, then the Value
Available for Abatement becomes the Abated Value.




Port Arthur LNG, LLC
Chapter 313 Application to Sabine Pass ISD
Cummings Westlake, LLC

TAB 17

Signature and Certification page, signed and dated by Authorized School District
Representative and Authorized Company Representative (applicant)

See Attached

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY PORT ARTHUR LNG, LLC TO SABINE PASS ISD




Application for Appraised Value Limitation on Qualified Property

Fmrn 50-296-A

SECTION 16: Authorized Signatures and Applicant Certification

3 the application and schedules are complete, an authorized representative from the school district and the business should review the application docu-
.ants and complete this authorization page. Attach the completed authorization page in Tab 17. NOTE:; If you amend your application, you will need to
obtain new signatures and resubmit this page, Section 18, with the amendment request.

1. Authorized School District Representatlve Signature

| am the authorized representatlve for the school district fo which this application is being submitted. | understand that this application is a govarnrnsnt
record as defined in Chapter 37 of the Texas Penal Code.

print

here P Kristi Heid Superintendent

Prinl Name (Authorized School District Representative) Title

1Z -\ - 19

06/ District Hepres;n‘t-an'vej Date

hare

Signaturg (Authorized

2., Authorized Company Representative (Applicant) Signature and Notarization

| am the authorized representative for the business entity for the purpose of filing this application. | understand that this application Is a government
record as defined in Chapter 37 of the Texas Penal Cade. The information contained in this application and schedules is frue and correct to the best of
my knowledge and belief.

| hereby certify and affirm that the business entity | represent Is in good standing under the laws of the state in which the business entity was organized
and that no delinquent laxes are owed to 1he State of Texas.

print

here P James Asay Vice President - Tax
Print Name {Authorized Company Representative (Applicant)) Title
e\t A
\here® S IZ/f/?dfs
' Signature (Authorized Compyy Representative (Applicant)) Date

GIVEN under my hand and seal of office this, the

day of 3

S @ (Ao odne d. ct*utw hed O u«m Y SC
Notary F'uhlic In and for the State of Texas * (\ ¢ f e lﬂf . o

(Notary Seal) My Commission expires: AW 15200 ¢

If you make a false statement on this application, you could be found guilty of a Class A misdemeanor or a state Jall felony under Texas Penal
Code Section 37.10.

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/

Page 8 = 50-296-A * 05-14/2




ALL-PURPOSE ACKNOWLEDGMENT

RO I O IR M I N I M 0 MmN

A notary public or other officer completing this

attached, and not the truthfulness, accuracy, or
validity of that document.

certificate verifies only the identity of the individual
who signed the document to which this Certificate is

County of _<n Nex‘»\ﬁc;'

On _Neegmnmbey §, 2015 before me,

State of California
} SS

MERRIA P it e , Notary Public,

DATE

personally appeared ___ N amiec Hsm%

, who proved to me on the

MARIA P GUTIERREZ
AN Comm. 4 2090070 )
Jedit/o ) NOTARY PUBLIC-CALIFORNIA
- SAN DIEGo CoUNTY

> Hv Comm, EIP Nov, 15, EDWJ

P T

PLACE NOTARY SEAL IN ABOVE SPACE

of this form to an unauthorized document.
CAPACITY CLAIMED BY SIGNER (PRINCIPAL)
[] INDIVIDUAL

OPTIONAL INFORMATION

The information below is optional. However, it may prove valuable and could prevent fraudulent attachment

[ CORPORATE OFFICER \hoe Qreident T
[] PARTNER(S) Ll

[] ATTORNEY-IN-FACT

[C] GUARDIAN/CONSERVATOR

[[] SUBSCRIBING WITNESS

[] OTHER:

SIGNER (PRINCIPAL) IS REPRESENTING:
NAME OF PERSON(S) OR ENTITY(IES)

APAO1/2015 NOTARY BONDS, SUPPLIES AND FORMS AT HTTP://WWW.VALLEY-SIERRA.COM

basis of satisfactory evidence to be the person(s¥ whose name(s) is/are subscribed to the within instrument

and acknowledged to me that he/she/they-executed the
same in his/her/their authorized capacity(ies), and that
by his/her/their-signature(8) on the instrument the
person(s), or the entity upon behalf of which the
person(sracted, executed the instrument.

I certify under PENALTY OF PERJURY under the
laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

M/ua L { LD{IL‘VW:A £

NOTARY S SIGN

DESC ION OF ATTAC B DOCUMENT
A—, plicadlon Lew C,L,m CEO
Livn 47L+CH o1 Goel; -&J (ﬂ’yf_h\r

TITLE OR TYPE OF DOCUMENT

R - (€1 antu —one)

NUMBER OF PAGES

Doy £,200S
DATE OF DOCUMENT

OTHER
RIGHT £
THUMBPRINT  |E
OF |
SIGNER =
£
-

3 2005-2015 VALLEY-SIERRA INSURANCE




Attachment B

Franchise Tax Account Status



Franchise Tax Account Status
As of : 10/18/2016 15:33:13 PM

This Page is Not Sufficient for Filings with the Secretary of State

PORT ARTHUR LNG, LLC

Texas Taxpayer Number | 12012553108

488 8TH AVE ATTNHQO8N1 SAN DIEGO, CA 92101-

Mailing Address ; 7123

Right to Transact Businfla_ii ;: ACTIVE
State of Formation DE
Effective SOS Registration Date 07/26/2006
Texas SOS File Number 0800686144

Registered Aaent Name CORPORATION SERVICE COMPANY D/B/A CSC-
9 g LAWYERS INCO

Registered Office Street Address 211 E. 7TH STREET SUITE 620 AUSTIN, TX 78701




Franchise Tax Account Status
As of : 10/18/2016 15:33:54 PM

This Page is Not Sufficient for Filings with the Secretary of State

PORT ARTHUR LNG HOLDINGS, LLC
Texas Taxpayer Number 32037013102

488 8TH AVE ATTNHQO8N1 SAN DIEGO, CA 92101-

Mailing Address 7123

Right to Transact Business in
Texas |

ACTIVE
State of Formation DE
Effective SOS Registration Date 05/09/2008
Texas SOS File Number 0800976196

.  CORPORATION SERVICE COMPANY D/B/A CSC-
Registered Agent Name 'LAWYERS INCO

Registered Office Street Address 211 E. 7TH STREET SUITE 620 AUSTIN, TX 78701




Attachment C

State Comptroller’s Certification



GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 -« Austin,TX 78711-3528

May 16, 2016

Kristi Heid

Superintendent

Sabine Pass Independent School District
P.O. Box 1148

Sabine Pass, Texas 77655

Dear Superintendent Heid:

On February 16, 2016, the Comptroller issued written notice that Port Arthur LNG, LLC and
affiliate Port Arthur LNG Holdings, LLC (the applicant) submitted a completed application
(Application #1117) for a limitation on appraised value under the provisions of Tax Code
Chapter 3131, This application was originally submitted on December 14, 2015, to the
Sabine Pass 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 schoo) 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.

4

Determination required by 313.025(h)

Sec, 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(k) 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 #1117.

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.

Comptroller.Texas.Gov * 512-463-4000 + Toll Free 1-800-531-5441 + Fax 512-305-9711



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 50-826) 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
February 16, 2016, 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 Korry Castillo, Director, Data Analysis &
Transparency, by email at korry.castillo@cpa.texas.gov or by phone at 1-800-531-5441, ext.
3-3806, or direct in Austin at 512-463-3806.

Sincerely

Mike Reissi
Deputy Comptroller

Enclosure

cc: Korry Castillo

Comptroller.Texas.Gov + 512-463-4000 -+ Toll Free 1-800-531-5441 < Fax 512-305-9711
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Summary of Financial Impact



CHAPTER 313 PROPERTY VALUE LIMITATION
FINANCIAL IMPACT OF THE PROPOSED PORT ARTHUR
LNG, LLC PROJECT IN THE SABINE PASS INDEPENDENT
SCHOOL DISTRICT

(PROJECT # 1117)

'PREPARED BY

MOAK, CASEY
& ASSOCIATES

TEXAS SCTCHOOL FINANCE EXPFERTS

JUNE 3,2016




Executive Summary

Port Arthur LNG, LLC (Company) has requested that the Sabine Pass Independent School
District (SPISD) consider granting a property value limitation under Chapter 313 of the Tax
Code, also known as the Texas Economic Development Act. In an application submitted to
SPISD on December 14, 2015 the Company plans to invest $5.4 billion to construct an LNG
manufacturing facility. Moak, Casey & Associates (MCA) has been retained to prepare an
analysis of this value limitation and help the district navigate the overall application and
agreement process.

The Port Arthur LNG project is consistent with the state’s goal to “encourage large scale
capital investments in this state.” When enacted as House Bill 1200 in 2001, Chapter 313 of
the Tax Code granted eligibility to companies engaged in manufacturing, research and
development, and renewable electric energy production to apply to school districts for
property value limitations. Subsequent legislative changes expanded eligibility to clean coal
projects, nuclear power generation and data centers, among others.

Under the provisions of Chapter 313, SPISD may offer a minimum value limitation of $30
million. This value limitation, under the proposed application, will begin in the 2023-24
school year and remain at that level of taxable value for Maintenance and Operations (M&O0)
tax purposes for ten years. The entire project value will remain taxable for 1&S or debt service
purposes for the term of the agreement.

MCA’s initial school finance analysis is detailed in this report, incorporating the major
legislative changes adopted in May. The overall conclusions are as follows, but please read all
of the subsquent details in the report below for more information.

f

Total Revenue Loss Payment owed to SPISD $19.0 million

Total Savings to Company after Revenue Loss Payment.
(This dees not include any supplemental benefit $408.1 million
payments to the district.)

Application Process

After the school district has submitted an application to the Comptroller's Office
(Comptroller), the Comptroller begins reviewing the application for completeness. The
purpose of this review is to ensure all necessary information and attachments are included
in the application before moving forward with the formal review process. The Comptroller’s
Office issued a Completeness Letter for the application on February 16, 2016.

The issuance of a Completeness Letter is important because it sets the timeline for the rest of
process. From the date of issuance, the Comptroller has 90 days to conduct its full review of
the project and provide its certificate for a limitation on appraised value. The Comptroller
issued the Certificate for the Port Arthur LNG project on May 16, 2016.

School Finance Impact Study - SPISD Page |1 June 3, 2016
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Each value limitation agreement is unique and to ensure the proper revenue-loss protection
and maximum supplemental benefits are in place, an understanding of the school district’s
finances and a thorough knowledge of the Ch. 313 statute are required. MCA and O'Hanlon,
McCollom & Demerath will ensure the best interests of SPISD are secured. After the
Comptroller’s certificate is received, a participation agreement was negotiated with the
Company, in consultation with the District. A final version of the agreement was submitted to
the Comptroller for review prior to final adoption by the school district’s board of trustees.

At the final board meeting, the school board will review the Value Limitation Agreement and
Findings of Fact that detail the project’s conformance with state law. In some instances, the
school board will also be required to create a reinvestment zone during this meeting, in the
board’s consideration of the Port Arthur LNG application. Prior to this meeting, 0'Hanlon,
McCollom & Demerath will provide the district with the necessary agenda language and any
additional action items.

How the 313 Agreement Interacts with Texas School Finance

M&O funding for Texas schools relies on two methods of finance: local school district
property taxes and state aid. State aid consists of three components: Tier I, Tier Il and
additional state aid for tax reduction (ASATR), although ASATR is currently scheduled to be
eliminated by the 2017-18 school year. (For more detailed information on the school finance
funding system, please review the Texas Education Agency's School Finance 101: Funding of
Texas Public Schools.)

Tier I provides state funding based on ADA and special student populations, as well as
transportation. The local funds for Tier I are M&O taxes raised at the compressed tax rate—
$1.00 per $100 of taxable value for most school districts (less any recapture payments owed
to the state from high property-wealth school districts).

Tier II guarantees a specific amount of funding per student in weighted average daily
attendance for each penny of a school district’s tax effort above a specified level. There are
two levels of Tier Il funding—funding under the six so-called golden pennies and the eleven
so-called copper pennies. Voter approval is required in most cases to access the last two
golden pennies and the eleven copper pennies.

Additional State Aid for Tax Reduction (ASATR) guarantees a school district a set amount
of state and local M&O funds per student in weighted average daily attendance to compensate
for the mandatory reduction in, or compression of, the local M&O tax rate that was adopted
in 2005 or 2006. ASATR funding is expected to be eliminated by the 2017-18 school year
under current law and is not a factor in the estimates shown below.

For a school district that approves a Chapter 313 value limitation, the first year is often
problematic financially. The implementation of the value limitation often results in an M&0
revenue loss to the school district in the first year of the limitation that would not be
reimbursed by the state, but require some type of compensation from the Company under
the revenue protection provisions of the agreement. This is because the general school
finance formula system calculates state aid entitlements using the property value for the
preceding year as certified by the Comptroller.

School Finance Impact Study - SPISD Page |2 June 3, 2016
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In most instances smaller revenue losses would be anticipated in years 2-10 of the limitation
when the state M&O property values are aligned at the minimum value established by the
Board on both the local tax roll and the corresponding state property value study. If the full
value of the project increases significantly during the value limitation period, the

revenue losses may be greater than originally estimated.

A taxpayer receiving a value limitation pays M&O taxes on the reduced value for the project
in years 1-10 and receives a tax bill for 1&S taxes based on the full project value throughout
the qualifying and value limitation period (and thereafter).

Future legislative action on school funding could potentially affect the impact of the
value limitation on the school district’s finances and result in revenue-loss estimates
that differ from the estimates presented in this report.

Underlying School District Data Assumptions

A key element in any analysis of the school finance implications of a Chapter 313 agreement
is the provision for revenue protection in the agreement between the school district and the
applicant. The agreement calls for a calculation of the revenue impact of the value limitation
in years 1-10 of the agreement, under whatever school finance and property tax laws are in
effect in each of those years. This meets the statutory requirement under Section
313.027(f)(1) of the Tax Code to provide school district revenue-protection language in the
agreement. This approach also reduces guess work as to future changes in school finance and
property tax laws.

The general approach used here to analyze the future revenue stream of the school district
under a value limitation is to maintain static enrollment and property values in order to
isolate the effects of the value limitation under the school finance system. Student enrollment
counts are held constant at 341 students in average daily attendance (ADA) in analyzing the
effects of the project on the finances of SPISD. The District’s local tax base reached $563.6
million for the 2015 tax year (the most recent year available) and is maintained for the
forecast period in order to isolate the effects of the property value limitation. An M&O tax
rate of $1.04 per $100 is used throughout this analysis. The impact of any previously-
approved Chapter 313 projects is factored into the M&O0 tax bases used for both models
presented below.

SPISD has estimated 2015-16 state property wealth per weighted ADA or WADA of
approximately $981.8 million. As a result, SPISD is considered a Chapter 41 or recapture
district under the school finance system. Table 1 summarizes the enrollment and property
value assumptions for the 15 years that are the subject of this analysis.

Recent legislative changes are incorporated into these estimates. The basic allotment was
raised from $5,040 to $5,140 per WADA, which is used throughout the state aid calculations.
The Tier Il guaranteed yield level for up to six cents of tax effort was increased from $61.86
in 2014-15 to $74.28 and $77.53, respectively, for the 2015-16 and 2016-17 school years.
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The mandated school district homestead exemption increase from $15,000 to $25,000 has
been incorporated into the analysis. Given that the models below focus exclusively on the
Port Arthur LNG, LLC project values, however, the homestead exemption change does not
have a significant impact on this analysis.

The M&O tax rate is maintained at $1.04 per $100. Although the impact of the Chapter 313

project value returning to the total tax roll for M&O funding purposes could result in a lower
M&O tax rate that analysis is beyond the scope of this revenue report.

Table 1 - Base District Information with Port Arthur LNG Project Value and Limitation Values

CPTD CPTD

M&O 188 CAD Value Value with Value with

Year of School Tax Tax CAD Value with CPTD with CPTD With Project per  Limitation
Agreement Year ADA  WADA Rate Rate with Project Limitation Project Limitation WADA per WADA
QTPO 2020-21 34740 656,05 $1.0400 $0.1727 $5292,950,293 $5,292,950,293 $2,690,397,663 $2,690,397,863  $4,100,679  $4,100,879
QTP1 202122 34740 656.05 $1.0400 $0.1727 $3,699,762,293 $3,699,762,293  $5288,262543  $5,288,262,543  $8,080,712  $8,060,712
QTP2 2022-23 34740 656.05 $1.0400 $0.1727 $3,930,974,293 $3,930,974,293 $3695,074,543 $3,695074,543  $5632272  $5632272
VL1 2023-24 34740 656.05 §$1.0400 $0.1727 §$5876,220,293 §1,049,735,613  $3,926,286,543 $3926,286,543  $5984,700  $5,984,700
VL2 2024-25 34740 656.05 §$1.0400 $0.1727 §$6,237,504,293 §$1,049,735613 $5871,532543 §1,045047,863  $8,949,770  $1,592,930
VL3 2025-26  347.40 656,05 $1.0400 $0.1727  $5,909,769,293  $1,049,735613 $6,232,816,543  §1,045,047.863  $9,500,463  $1,592,930
VL4 2026-27 347.40 656,05 $1.0400 $0.1727 $5599,402,293 $1,049,735613 $5905,071,543  $1,045,047,863  $9,000,893  $1,592,930
VLS 2027-28 34740 65605 $1.0400 $0.1727  $5,305,5562,293 $1,049,735613 $5594,714,543  $1,045,047,863  $8527,826  $1,592,930
VL6 2028-29 34740 656.06 $1.0400 $0.1727 $5027,369,293 $1,049,735613  $5300,864,543 $1,045,047,863  §$8,079,921  $1,592,930
VL7 2029-30 34740 656.05 $1.0400 §$0.1727 $8,777,138,770 $5,062,822,090 $5,022,681543  $1,045,047,863  $7,655,807  $1,592,930
VL8 2030-31 347.40 656.05 $1.0400 $0.1727 $9,991,105,297 $6,525,994,617 $8,772,451,020 $5,058,134,340 $13,371,538  $7,709,936
VL9 2031-32 34740 656.05 $1.0400 $0.1727 $9,532,779677 $6,303,483997 $9,986,417,547  $6,521,306,867 $15221,944  $9,940,198
VL10 2032-33 34740 656.05 §$1.0400 $0.1727 §$9,096,057,986 $6,089,870,306  $9,528,091,927 $6,298,796,247 $14,523,335  $9,601,033
VP1 2033-34 34740 656.05 $1.0400 $0.1727 §$8,679,935439 §8,679,935439  $9,091,370,236  $6,085,182,556 $13,857,655  $98,275429
VP2 203435 34740 656.05 §1.0400 $0.1727 $8,283,450489 $8,283,450489 §8,675247,689 $8675247,689 $13,223,374  $13,223,374
VP3 2035-36 34740 656.05 $1.0400 $0.1727  $7,905,592,443 §7,905692443 §$8,278762,739 $8,278,762,739  $12,619,026  $12,619,026
VP4 2036-37 347.40 656,05 §$1.0400 $0.1727 $7,545790,710 $7,545790,710  $7,901,004,693  $7,901,004,693 $12,043,223  $12,043,223
VP5 2037-38  347.40 656.05 $1.0400 $0.1727 $7,202,913270 $7,202,913,270  §7,541,102,959  $7,541,102,959  §11,494,638  $11,494,638

QTP= Qualifying Time Period
VL= Value Limitation
VP=__ Viable Presence

M&O Impact of the Port Arthur LNG project on SPISD

School finance models were prepared for SPISD under these assumptions through the 2037-
38 school year. Under the proposed agreement, a model is established to make a calculation
of the “Baseline Revenue Model” by adding the total value of the project to the model, but
without assuming that a value limitation is approved. These model results are detailed in
Table 2.

Additionally, a separate model is established to make a calculation of the “Value Limitation
Revenue Model” by adding the project’s limited value of $30 million to the model. These
results are shown in Table 3.

Table 4 displays the results of the comparison between the Baseline Revenue Model and the
Value Limitation Revenue Model (Tables 2 and 3). The difference between the two models
indicates there will be a total revenue loss of $19.0 million over the course of the Agreement,
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with much of this loss reflected in the first limitation year (2023-24). Nearly all of the
reduction in M&O taxes under the limitation agreement is offset through a reduction in
recapture costs owed to the state under current law.

Table 2- “Baseline Revenue Model” --Project Value Added with No Value Limitation

State Aid Recapture
M&O Taxes Additional From from the
@ State Aid- Additional Additional Additional Homestead Other Total
Year of Schoel  Compressed Hold Recapture Local M&0  M&O Tax Local Tax Hold State General
__Agreement Year Rate State Aid_ Harmless Costs Collections  Collections Effort Harmless Aid Fund
QTPO 2020-21 $51,795,578 $126,708 $0 -$43,998,031 $2,071,823 $0 $0 $2,992 $10,125 $10,009,195
QTP1 2021-22  $36,182,336  $126,708 $0 -$33,368,862 $1,447,293 $0 $0 $2,090 $10,125  $4,399,690
QTP2 2022-23 $38,448,213 $126,708 $0 -$34,203,675 $1,537,929 $0 $0 $2,221 $10,125  $5,921,521
VL1 2023-24  $58,502,186 $126,708 $0 -$52,452 430 $2,340,087 $0 $0 $3,379 $10,125 $8,530,055
VL2 2024-25 $62,115,026 $126,708 $0 -$57,800,706 $2,484,601 $0 $0 $3,588 $10,125 $6,939,342
VL3 2025-26  $58,837,576 $126,708 $0 -$54,980,717 $2,353,503 $0 $0 $3,398 $10,125 $6,350,594
VL4 2026-27 $55,734,006 $126,708 $0 -$51,877,805 $2,229,360 $0 $0 $3,219 $10,125 $6,225,614
VL5 2027-28 $52,795,506 $126,708 $0 -$48,939,969 $2,111,820 $0 $0 $3,049 $10,125  $6,107,240
VL6 2028-29 $50,013,676 $126,708 $0 -$46,158,810 $2,000,547 $0 $0 $2,889 $10,125  $5,995,135
VL7 2029-30 $86,708,753 $126,708 $0 -$79,709,853 $3,468,350 $0 $0 $5,008 $10,125 $10,609,092
VL8 2030-31 $98,555,784 $126,708 $0 -$93,978,132 $3,942,231 $0 $0 $5,692 $10,125  $8,662,409
VL9 2031-32  $94,017,030 $126,708 $0 -$90,170,403 $3,760,681 $0 $0 $5430 $10,125  $7,749,572
VL10 2032-33  $89,692,536 $126,708 $0 -$85,846,313 $3,587,701 $0 $0 $5181 $10,125  $7,575,938
VP1 2033-34 $85,013,297 $126,708 $0 -$81,192,173 $3,400,532 $0 $0 $4,910 $10,125  $7,363,400
VP2 2034-35 $81,127,745 $126,708 $0 -$77,306,362 $3,245,110 $0 $0 $4,686 $10,125  $7,208,013
VP3 2035-36  $77,425,716 $126,708 $0 -$73,604,054 $3,097,029 $0 $0 $4,472  $10,125 $7,059,997
VP4 2036-37 $73,898,679 $126,708 $0 -$70,076,718 $2,955,947 $0 $0 $4,268 $10,125 $6,919,010
VP5 2037-38  $70,538,480 $126,708 $0 -$66,716,200 $2,821,539 $0 $0 $4,074  $10,125  $6,784,727
22*Basic Allotment: $5,140; AISD Yield: $77.53; Equalized Wealth: $514,000 per WADA
QTP= Qualifying Time Period
VL= Value Limitation
VP=__ Viable Presence
Table 3- “Value Limitation Revenue Model” --Project Value Added with Value Limit
State Aid Recapture
M&O Taxes Additional From from the
@ State Aid- Additional Additional Additional Homestead Other Total
Year of School  Compressed Hold Recapture Local M&O M&0 Tax Local Tax Hold State General
Agreement Year Rate State Aid  Harmless Costs Collections  Collections Effort Harmless Aid Fund
QTPO 2020-21  $51,820,843 $126,708 $0 -$44,019,525 $2,072,834 $0 $0 $2,993 $10,125 $10,013,979
QTP1 2021-22  $36,207,600 $126,708 $0 -$33,392,207 $1,448,304 $0 $0 $2,091 $10,125 $4,402,622
QTP2 2022-23 $38,473,478 $126,708 $0 -$34,226,194 $1,538,939 $0 $0 $2,222 $10,125 $5,925,278
VL1 2023-24  $10,237,339 $126,708 $0  -$9,124,563 $409,494 $0 $0 $591  $10,125  $1,659,695
VL2 2024-25 $10,237,339 $126,708 $0  -$6,237,472 $409,494 $0 $0 $591 $10125  $4,546,786
VL3 2025-26  $10,237,339 $126,708 $0  -$6,237,472 $409,494 $0 $0 $501 $10,125  $4,546,786
VL4 2026-27 $10,237,339 $126,708 $0  -$6,237,472 $409,494 $0 $0 $591  $10,125  $4,546,786
VL5 2027-28 $10,237,339 $126,708 30  -$6,237,472 $409,494 $0 $0 $591 $10,125  $4,546,786
VL6 2028-28  $10,237,33%  $126,708 $0  -$6,237,472 $409,494 $0 $0 $591 $10,125  $4,546,786
VL7 2029-30 $49,565,586 $126,708 $0 -$30,451,671 $1,982,623 $0 $0 $2,863 $10,125 $21,236,235
VL8 2030-31 $63,904,677 $126,708 $0 -$58,765,022 $2,556,187 $0 $0 $3.691 $10,125  $7,836,366
VL9 2031-32  $61,724,073 $126,708 $0 -$57,857,166 $2,468,963 $0 $0 $3,565 $10,125  $6,476,269
VL10 2032-33 $59,630,659 $126,708 $0 -$55,762,946 $2,385,226 $0 $0 $3,444 $10,125 $6,393,217
VP1 2033-34 $85,013,297 $126,708 $0 -$79,336,881 $3,400,532 $0 $0 $4,910 $10,125 $9,218,692
VP2 2034-35 $81,127,745 $126,708 $0 -$77,306,362 $3,245,110 $0 $0 $4,686 $10,125 $7,208,013
VP3 2035-36 $77,425,716 $126,708 $0 -$73,604,054 $3,097,029 $0 $0 $4,472 $10,125  $7,059,997
VP4 2036-37 $73,898,679 $126,708 $0 -$70,076,718 $2,955,947 $0 $0 $4,268 $10,125  $6,919,010
VP5 2037-38  $70,538,480 $126,708 $0 -$66,716,200 $2,821,539 $0 $0 $4,074 $10,125  $6,784,727
*Basic Allotment: $5,140; AISD Yield: $77.53; Equalized Wealth: $514,000 per WADA
QTP=  Qualifying Time Period
VL= Value Limitation
VP=__ Viable Presence
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Table 4 - Value Limit less Project Value with No Limit

State Aid Recapture
M&O Taxes Additional From from the
@ State Aid- Additional  Additional Additional Homestead Other Total
Year of School Compressed  State Hold Recapture Local M&0O M&O Tax Local Tax Hold State General
Agreement Year Rate Aid Harmless Costs Collections  Collections Effort Harmless Aid Fund
QTPO 2020-21 $25,265 $0 $0 -$21,493 $1,011 $0 $0 $1 $0 $4,784
QTP1 2021-22 $25,264 $0 $0 -$23,345 $1,011 $0 $0 $1 $0 $2,931
QTP2 2022-23 $25,265 $0 $0 -$22,519 $1,010 $0 $0 $1 $0 $3,758
VL1 2023-24  -$48,264,847 30 $0 $43,327,867 -$1,930,593 $0 $0 -$2,788 $0 -$6,870,360
VL2 2024-25 -$51,877,687 $0 $0 $51,563,234 -$2,075,107 $0 $0 -$2,996 $0  -$2,392,556
VL3 2025-26 -$48,600,237 $0 $0 $48,743,246 -$1,944,009 $0 $0 -$2,807 $0  -$1,803,807
VL4 2026-27 -$45,496,667 30 $0 $45,640,333 -$1,819,866 $0 $0 -$2,628 $0 -$1,678,828
VL5 2027-28 -$42,558,167 $0 $0 $42,702,497 -$1,702,326 $0 $0 -$2,458 $0  -$1,560,454
VL6 2028-29 -$39,776,337 $0 $0 $39,921,339 -$1,591,053 $0 $0 -$2,297 $0  -$1,448,349
VL7 2029-30 -$37,143,167 $0 $0 $49,258,182 -$1,485,727 $0 $0 -$2,145 $0  $10,627,143
VL8 2030-31 -$34,651,107 $0 $0 $35213110 -$1,386,044 $0 $0 -$2,001 $0 -$826,043
VL9 2031-32 -$32,292,957 $0 $0  $32,313,237 -$1,291,718 $0 $0 -$1,865 $0 -$1,273,304
VL10 2032-33 -$30,061,877 $0 $0 $30,083,367 -$1,202,475 $0 $0 -$1,736 $0  -$1,182,721
VP1 2033-34 $0 $0 $0 $1,855,202 $0 $0 $0 $0 $0 $1,855,292
VP2 2034-35 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
VP3 2035-36 $0 30 $0 $0 $0 $0 $0 $0 $0 $0
VP4 2036-37 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
VP5 2037-38 $0 $0 $0 $0 $0 50 $0 $0 $0 $0

QTP= Qualifying Time Period
VL= Value Limitation
VP=__ Viable Presence

M&QO Impact on the Taxpayer

Table 5 summarizes the impact of the property value limitation in terms of the potential tax

savings to the taxpayer under the property value limitation agreement. The focus of this table

is on the M&O tax rate only. A $1.04 per $100 M&O tax rate is assumed in 2015-16 (the most

recent year available) and thereafter.

Under the assumptions used here, the potential tax savings from the value limitation total
$427.2 million over the life of the agreement. The SPISD revenue losses are expected to total

approximately $19.0 million over the course of the agreement. In total, the potential net tax
benefits (after hold-harmless payments are made) are estimated to total $408.1 million, prior

to any negotiations with Port Arthur LNG on supplemental payments,

School Finance Impact Study - SPISD
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Table 5 - Estimated Financial Impact of the Port Arthur LNG Project Property Value Limitation Request
Submitted to SPISD at $1.04 per $100 M&O Tax Rate

School
Assumed Taxes Tax Savings District Estimated

Year of School Estimated M&0O Tax  Before Value  Taxes after @ Projected Revenue Net Tax

Agreement Year Project Value  Taxable Value  Value Savings Rate Limit Value Limit M&O Rate Losses Benefits
QTPO 2020-21 $427,614,680 $427,614,680 $0 $1.040 $4,447,193 $4,447,193 30 $0 $0
QTP1 2021-22  $1,589,976,680  $1,589,976,680 $0 $1.040  $16,635,757  $16,635,757 $0 $0 $0
QTP2 202223  $2,911,238,680  $2,911,238,680 $0 $1.040 330,276,882  §$30,276,882 $0 $0 $0
VL1 2023-24  $4,856,484,680 $30,000,000 $4,826,484,680 $1.040  $50,507,441 $312,000  $50,195441  -36,870,360  $43,325,080
VL2 2024-25  $5,217,768,680 $30,000,000  $5,187,768,680 $1.040  $54,264,794 $312,000  $53,852,794  -$2,392,556  $51,560,238
VL3 2025-26  $4,890,023,680 $30,000,000  $4,860,023,680 $1.040  $50,856,246 $312,000  $50,544,246  -$1,803,807  $48,740,438
VL4 2026-27  $4,579,666,680 $30,000,000 $4,549,666,680 $1.040  $47,628,533 $312,000  $47,316,533  -$1,678,828  $45,637,706
VLS 2027-28  $4,285,816,680 $30,000,000  $4,255,816,680 §1.040  $44,572,493 $312,000  $44,260,493  -$1,560,454  $42,700,040
VL6 2028-29  $4,007,633,680 $30,000,000  $3,977,633,680 $1.040  $41,679,390 $312,000  $41,367,390  -$1,448,349  $39,919,041
VL7 2029-30  $3,744,316,680 $30,000,000  $3,714,316,680 $1.040  $38,940,893 $312,000  $38,628,893 $0  $38,628,883
VL8 2030-31  $3,495,110,680 $30,000,000  $3,465,110,680 $1.040  $36,349,151 $312,000  $36,037,151 -$826,043  $35,211,108
VL9 2031-32  §$3,259,295,680 $30,000,000  §$3,228,295,680 $1.040  $33,896,675 $312,000  $33,584,675  -$1,273,304  $32,311,372
VL10 2032-33  $3,036,187,580 $30,000,000  $3,008,187,680 $1.040  $31,576,352 $312,000  $31,264,352  -$1,182,721 $30,081,631
VP1 2033-34  $2,825,137,680  $2,825,137,680 30 $1.040  $29,381,432  $29,381,432 $0 $0 $0
VP2 2034-35  $2,625,527,680  $2,625,527,680 $0 $1.040  $27,305,488  $27,305,488 §0 $0 §0
VP3 2035-36  $2,436,774,680  $2,436,774,680 $0 $1.040  §25342457  $25342457 30 30 $0
VP4 2036-37  $2,258,322,680  $2,258,322,680 $0 $1.040  §$23,486,556  $23,486,556 $0 30 $0
VP5 2037-38  $2,089,641,680  $2,089,641,680 $0 $1.040  $21,732,273  $21,732,273 $0 $0 $0
$587,797,058  §160,645,088  $427,151,970  -$19,036,421  $408,115,549

QTP= Qualifying Time Period
VL= Value Limitation
VP=_ Viable Presence

1&S Funding Impact on School District

The project remains fully taxable for debt services taxes, with SPISD currently levying a
$0.1727 per $100 I&S rate. While the value of the Port Arthur LNG project is expected to
depreciate over the life of the agreement and beyond, local taxpayers should see a significant
benefit from the addition of the Port Arthur LNG project to the local I&S tax roll.

The project is not expected to affect SPISD in terms of enrollment. Continued expansion of
the project and related development could result in additional employment and housing in
the area and an increase in the school-age population, but this projectis unlikely to have much
impact on a stand-alone basis.

@

Note: School district revenue-loss estimates are subject to change based on numerous factors, including:

e Legislative and Texas Education Agency administrative changes to the underlying school
finance formulas used in these calculations.

e Legislative changes addressing property value appraisals and exemptions.
¢ Year-to-year appraisals of project values and district taxable values.

\ o Changes in school district tax rates and student enrollment.
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Local Tax 2015 WTD 2015 PTAD 2015 Value
Category Roll Value Mean Ratio | Value Estimate Assigned
A. Single-Family 13,662,550 N/A 13,662,550 13,662,550
Residences
B. Multi-Family 0 N/A 0 0
Residences
C1. Vacant Lots 6,211,845 N/A 6,211,845 6,211,845
C2. Colonia Lots 0 N/A 0 0
D1. Rural 3,921,986 N/A 3,921,986 3,921,986
Real(Taxable)
D2. Real Prop 43,560 N/A 43,560 43,560
Farm & Ranch
E. Real Prop 11,881,754 N/A 11,881,754 11,881,754
NonQual Acres
F1. Commercial 8,268,450 N/A 8,268,450 8,268,450
Real
F2. Industrial 770,486,710 N/A 770,486,710 770,486,710
Real
G. Oil, Gas, 51,562,506 - N/A 51,562,506 51,562,506
Minerals
J. Utilities 28,685,950 N/A 28,685,950 28,685,950
L1. Commercial 7,822,290 N/A 7,822,290 7,822,290
Personal
L2. Industrial 152,008,850 N/A 152,008,850 152,008,850
Personal
M. Other 265,550 N/A 265,550 265,550
Personal
N. Intangible 0 N/A 0 0

Personal Prop




0. Residential 0 N/A 0 0
Inventory

S. Special 0 N/A 0 0
Inventory

Subtotal 1,054,822,001 1,054,822,001 1,054,822,001
Less Total 480,234,042 480,234,042 480,234,042
Deductions

Total Taxable 574,587,959 574,587,959 574,587,959
Value T2

The taxable values shown here will not match the values reported by your appraisal district
See the ISD DEDUCTION Report for a breakdown of deduction values

Government code subsections 403.302 (J) AND (K) require the Comptroller to certify
alternative measures of school district wealth. These measures are reported for taxable
values for maintenance and operation (M&O) tax purposes and for interest and sinking fund
(1&S) tax purposes. For districts that have not entered into value limitation agreements, T1
through T4 will be the same as T7 through T10.

Value Taxable For M&O Purposes

T T2 T3 T4
575,389,684 574,587,959' 574,983,320 574,181,595
Loss To 50% of the loss
the Additional to the Local Optional
$10,000 Homestead Percentage Homestead
Exemption Exemption
801,725 406,364




T1 = School district taxable value for M&O purposes before the loss to the additional $10,000

homestead exemption

T2 = School district taxable value for M&O purposes after the loss to the additional $10,000
homestead exemption and the tax

ceiling reduction

T3 =T1 minus 50% of the loss to the local optional percentage homestead exemption

T4 = T2 minus 50% of the loss to the local optional percentage homestead exemption

Value Taxable For 1&S Purposes

T7 T8 T9 T10

999,539,454 998,737,729 999,133,090 998,331,365

T7 = School district taxable value for I&S purposes before the loss to the additional $10,000
homestead exemption

T8 = School district taxable value for 1&S purposes after the loss to the additional $10,000
homestead exemption and the tax

ceiling reduction

T9 = T7 minus 50% of the loss to the local optional percentage homestead exemption

T10 = T8 minus 50% of the loss to the local optional percentage homestead exemption

The PVS found your local value to be valid, and local value was certified
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AGREEMENT FOR LIMITATION ON APPRAISED
VALUE OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES

by and between

SABINE PASS INDEPENDENT SCHOOL DISTRICT

and

PORT ARTHUR LNG, LLLC AND AFFILIATE PORT ARTHUR LNG
HOLDINGS, LL.C

(Texas Taxpayer ID # 12012553108, 32037013102)

Comptroller Application# 1117

Dated

October 24, 2016

Texas Economic Development Act Agreement
Comptroller Form 50-826 (Jan 2016)



AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS s

COUNTY OF JEFFERSON $

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY
FOR SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter referred
to as this “Agreement,” is executed and delivered by and between the SABINE PASS INDEPENDENT
SCcHOOL DISTRICT, hereinafter referred to as the “District,” a lawfully created independent school
district within the State of Texas operating under and subject to the TExAs EDUCATION CODE, and
PorT ARTHUR LNG, LLC, Taxpayer Identification Number 12012553108, AND AFFILIATE PORT
ARTHUR LNG HOLDINGS, LL.C, Texas Taxpayer Identification Number 32037013102, hereinafter
referred to as the “Applicant.” The Applicant and the District are hereinafter sometimes referred to
individually as a “Party” and collectively as the “Parties.”

RECITALS

WHEREAS, on December 14, 2015, the Superintendent of Schools of the Sabine Pass
Independent School District, acting as agent of the Board of Trustees of the District, received
from the Applicant an Application for Appraised Value Limitation on Qualified Property,
pursuant to Chapter 313 of the TEXAS TAX CODE;

WHEREAS, on December 14, 2015, the Board of Trustees has acknowledged receipt of
the Application, and along with the requisite application fee as established pursuant to Section
313.025(a) of the TEXAS TAX CODE and Local District Policy CCG (Local), and agreed to
consider the Application;

WHEREAS, the Application was delivered to the Texas Comptroller’s Office for review
pursuant to Section 313.025 of the TEXAS TAX CODE;

WHEREAS, the District and the Texas Comptroller’s Office have determined that the
Application is complete and February 16, 2016 is the Application Review Start Date as that term
is defined by 34 TExAS ADMIN. CODE Section 9.1051;

WHEREAS, pursuant to 34 TEXAS ADMIN. CODE Section 9.1054, the Application was
delivered to the Jefferson County Appraisal District established in Jefferson County, Texas (the
“Jefferson County Appraisal District”™), pursuant to Section 6.01 of the TEXAS TAX CODE;

Texas Economic Development Act Agreement
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October 24,2016
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WHEREAS, the Texas Comptroller’s Office reviewed the Application pursuant to Section
313.025 of the TExAS TAxX CODE, conducted an economic impact evaluation pursuant to Section
313.026 of the TExAs Tax CoODE, and on May 16, 2016, issued a certificate for limitation on
appraised value of the property described in the Application and provided the certificate to the
District;

WHEREAS, the District’s Board of Trustees, at a duly called and noticed Board meeting on
October 24, 2016, voted to ratify the extension granted by the Superintendent, and extended the
statutory deadline by which the District must consider the Application until October 31, 2016, and the
Comptroller was provided notice of such extension as set out under 34 TEXAS ADMIN. CODE
Section 9.1054(d);

WHEREAS, the Board of Trustees has reviewed and carefully considered the economic
impact evaluation and certificate for limitation on appraised value submitted by the Texas
Comptroller’s Office pursuant to Section 313.025 of the TEXAS TAX CODE;

WHEREAS, on October 24, 2016, the Board of Trustees conducted a public hearing on the
Application at which it solicited input into its deliberations on the Application from all interested
parties within the District;

WHEREAS, on October 24, 2016, the Board of Trustees made factual findings pursuant to
Section 313.025(f) of the TExAS TAX CODE, including, but not limited to findings that: (i) the
information in the Application is true and correct; (ii) the Applicant is eligible for the limitation on
appraised value of the Applicant’s Qualified Property; (iii) the project proposed by the Applicant is
reasonably likely to generate tax revenue in an amount sufficient to offset the District’s 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; (iv) the limitation on appraised value is a determining factor in
the Applicant’s decision to invest capital and construct the project in this State; and (v) this
Agreement is in the best interest of the District and the State of Texas;

WHEREAS, on October 12, 2016, the Texas Comptroller’s Office approved the form of this
Agreement for a Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes;

WHEREAS, on October 24, 2016, the Board of Trustees approved the form of this
Agreement for a Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes, and authorized the Board President and Secretary to execute and deliver such
Agreement to the Applicant; and

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants and

Texas Economic Development Act Agreement

Agreement for Limitation on Appraised Value Comptroller Form 50-826 (Jan 2016)

Between Sabine Pass ISD and Port Arthur LNG, LLC and affiliate
Port Arthur LNG Holdings, L1L.C
October 24, 2016

Page 2 of 29




agreements herein contained, the Parties agree as follows:

ARTICLE 1
DEFINITIONS

Section 1.1 DEFINITIONS. Wherever used in this Agreement, the following terms shall have the
following meanings, unless the context in which used clearly indicates another meaning. Words or
terms defined in 34 TEXAS ADMIN. CODE Section 9.1051 and not defined in this Agreement shall have
the meanings provided by 34 TExAS ADMIN. CODE Section 9.1051.

“Act” means the Texas Economic Development Act set forth in Chapter 313 of the Texas Tax
Code, including any statutory amendments that are applicable to Applicant.

“Agreement” means this Agreement, as the same may be modified, amended, restated,
amended and restated, or supplemented as approved pursuant to Sections 10.2 and 10.3.

“Applicant” means Port Arthur LNG, LLC (Texas Taxpayer ID # 12012553108) and affiliate
Port Arthur LNG Holdings, LLC, (Texas Taxpayer ID #32037013102) the entity listed in the
Preamble of this Agreement and that is listed as the Applicant on the Application as of the
Application Approval Date. The term “Applicant” shall also include the Applicant’s assigns and
successors-in-interest as approved according to Sections 10.2 and 10.3 of this Agreement.

“Applicant’s Qualified Investment” means the Qualified Investment of the Applicant during
the Qualifying Time Period and as more fully described in EXHIBIT 3 of this Agreement.

“Applicant’s Qualified Property” means the Qualified Property of the Applicant to which the
value limitation identified in the Agreement will apply and as more fully described in EXHIBIT 4 of
this Agreement.

“Application” means the Application for Appraised Value Limitation on Qualified Property
(Chapter 313, Subchapter B or C of the TExAs TAX CoDE) filed with the District by the Applicant on
December 14, 2015. The term includes all forms required by the Comptroller, the schedules attached
thereto, and all other documentation submitted by the Applicant for the purpose of obtaining an
Agreement with the District. The term also includes all amendments and supplements thereto
submitted by the Applicant.

“Application Approval Date” means the date that the Application is approved by the Board of
Trustees of the District and as further identified in Section 2.3.B of this Agreement.

“Application Review Start Date” means the later date of either the date on which the District
issues its written notice that the Applicant has submitted a completed Application or the date on
which the Comptroller issues its written notice that the Applicant has submitted a completed
Application and as further identified in Section 2.3.A of this Agreement.

“Appraised Value” shall have the meaning assigned to such term in Section 1.04(8) of the
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TExXAS TAX CODE.

“dppraisal District” means the Jefferson County Appraisal District.

“Board of Trustees” means the Board of Trustees of the Sabine Pass Independent School
District.

13

Comptroller” means the Texas Comptroller of Public Accounts, or the designated
representative of the Texas Comptroller of Public Accounts acting on behalf of the Comptroller.

“Comptroller’s Rules” means the applicable rules and regulations of the Comptroller set forth
in Chapter 34 TExas ADMIN. CODE Chapter 9, Subchapter F, together with any court or administrative
decisions interpreting same.

“County” means Jefferson County, Texas.

“District” or “School District” means the Sabine Pass Independent School District, being a
duly authorized and operating school district in the State, having the power to levy, assess, and collect
ad valorem taxes within its boundaries and to which Subchapter C of the Act applies. The term also
includes any successor independent school district or other successor governmental authority having
the power to levy and collect ad valorem taxes for school purposes on the Applicant’s Qualified
Property or the Applicant’s Qualified Investment.

“Final Termination Date” means the last date of the final year in which the Applicant is
required to Maintain Viable Presence and as further identified in Section 2.3.E of this Agreement.

“Force Majeure” means those causes generally recognized under Texas law as constituting
impossible conditions. Each Party must inform the other in writing with proof of receipt within sixty
(60) business days of the existence of such Force Majeure or otherwise waive this right as a defense.

“Land” means the real property described on EXHIBIT 2, which is attached hereto and
incorporated herein by reference for all purposes.

“Maintain Viable Presence” means (i) the operation during the term of this Agreement of the
facility or facilities for which the tax limitation is granted; and (ii) the Applicant’s maintenance of
jobs and wages as required by the Act and as set forth in its Application.

“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the TEXAS
TAax CODE.

“New Qualifving Jobs” means the total number of jobs to be created by the Applicant after the
Application Approval Date in connection with the project that is the subject of its Application that
meet the criteria of Qualifying Job as defined in Section 313.021(3) of the TEXAS TAX CODE and the
Comptroller’s Rules.
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“New Non-Qualifying Jobs” means the number of Non-Qualifying Jobs, as defined in 34
TEXAS ADMIN. CODE Section 9.1051(14), to be created by the Applicant after the Application
Approval Date in connection with the project which is the subject of its Application.

“Oualified Investment” has the meaning set forth in Section 313.021(1) of the TExas TAxX
CODE, as interpreted by the Comptroller’s Rules.

“Qualified Property” has the meaning set forth in Section 313.021(2) of the TEXAS TAX CODE
and as interpreted by the Comptroller’s Rules and the Texas Attorney General, as these provisions
existed on the Application Review Start Date.

“Qualifving Time Period” means the period defined in Section 2.3.C, during which the
Applicant shall make investment on the Land where the Qualified Property is located in the amount
required by the Act, the Comptroller’s Rules, and this Agreement.

“State” means the State of Texas.

“Supplemental Payment” means any payments or transfers of things of value made to the
District or to any person or persons in any form if such payment or transfer of thing of value being
provided is in recognition of, anticipation of, or consideration for the Agreement and that is not
authorized pursuant to Sections 313.027(f)(1) or (2) of the TeExAs TAx CoODE, and specifically
includes any payments required pursuant to Article VI of this Agreement.

“Tax Limitation Amount” means the maximum amount which may be placed as the Appraised
Value on the Applicant’s Qualified Property for maintenance and operations tax assessment in each
Tax Year of the Tax Limitation Period of this Agreement pursuant to Section 313.054 of the TExAs
Tax CODE.

“Tax Limitation Period” means the Tax Years for which the Applicant’s Qualified Property is
subject to the Tax Limitation Amount and as further identified in Section 2.3.D of this Agreement.

“Tax Year” shall have the meaning assigned to such term in Section 1.04(13) of the TEXAS
TAX CODE (i.e., the calendar year).

“Taxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
TEXAS TAX CODE.

Section 1.2 NEGOTIATED DEFINITIONS. Wherever used in Articles IV, V, and VI, the
following terms shall have the following meanings, unless the context in which used clearly indicates
another meaning or otherwise; provided however, if there is a conflict between a term defined in this
section and a term defined in the Act, the Comptroller’s Rules, or Section 1.1 of Agreement, the
conflict shall be resolved by reference to Section 10.9.C.

“Ageregate Limit” means, for any Tax Year during the term of this Agreement, the cumulative
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total of the Annual Limit amount for such Tax Year and for all previous Tax Years during the term of
this Agreement, less all amounts paid by the Applicant to or on behalf of the District under Article VI.

“Annual Limii”" means the maximum annual benefit which can be paid directly to the District as
a Supplemental Payment under the provisions of Texas Tax Code §313.027(1). For purposes of this
Agreement, the amount of the Annual Limit shall be calculated for each year by multiplied by the
District’s Average Daily Attendance as calculated pursuant to Section 42.005 of the TEXAS
EDUCATION CODE, based upon the District’s 2015-2016 Average Daily Attendance of 387, rounded
to the whole number times $100, or any larger amount in Texas Tax Code §313.027(i), if such limit
amount is increased for any future year of this Agreement. The Annual Limit shall first be computed for
the first Tax Year (including partial Tax Year) the Qualifying Time Period is to commence, which, by
virtue of the deferral, shall be Tax Year 2020. The start of the Qualifying Time Period is set forth in
Section 2.3(C)(i), below.

“Applicable School Finance Law” means Chapters 41 and 42 of the TEXAS EDUCATION CODE, the
Texas Economic Development Act (Chapter 313 of the TEXAS TAX CODE), Chapter 403, Subchapter M, of
the TEXAS GOVERNMENT CODE applicable to District, and the Constitution and general laws of the State
applicable to the school districts of the State for each and every year of this Agreement, including
specifically, the applicable rules and regulations of the agencies of the State having jurisdiction over any
matters relating to the public school systems and school districts of the State, and judicial decisions
construing or interpreting any of the above. The term includes any and all amendments or successor statutes
that may be adopted in the future that could impact or alter the calculation of Applicant’s ad valorem tax
obligation to District, either with or without the limitation of property values made pursuant to this
Agreement.

“Commencement Date” means January 2, 2020, by virtue of the deferral of the start of the
Qualifying Time Period.

“M&O Amount” means the amount to be paid by Applicant to compensate District for loss of
Maintenance and Operations Revenue resulting from, or on account of, this Agreement for each year starting
in the year of the Application Review Start Date and ending on the Final Termination Date as set forth in
Section 4.2 of this Agreement.

“New M&QO Revenue” means the total State and local Maintenance and Operations Revenue that
District actually received for such school year.

“Net Tax Benefit” means an amount equal to (but not less than zero): (i) the amount of
maintenance and operations ad valorem taxes which the Applicant would have paid to the District for all
Tax Years during the term of this Agreement if this Agreement had not been entered into by the Parties;
minus, (ii) an amount equal to the sum of (A) all maintenance and operations ad valorem school taxes
actually due to the District or any other governmental entity, including the State of Texas, for all Tax
Years during the term of this Agreement, plus (B) any and all payments due to the District under
Articles IV, V, and VI of this Agreement,

“Revenue Protection Amount” means the amount calculated pursuant to Section 4.2 of this
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Agreement.

ARTICLE II
AUTHORITY. PURPOSE AND LIMITATION AMOUNTS

Section 2.1. AUTHORITY. This Agreement is executed by the District as its written agreement with
the Applicant pursuant to the provisions and authority granted to the District in Section 313.027 of the
TEXAS TAX CODE.

Section 2.2. PURPOSE. In consideration of the execution and subsequent performance of the terms
and obligations by the Applicant pursuant to this Agreement, identified in Sections 2.5 and as more
fully specified in this Agreement, the value of the Applicant’s Qualified Property listed and assessed
by the County Appraiser for the District’s maintenance and operation ad valorem property tax shall be
the Tax Limitation Amount as set forth in Section 2.4 of this Agreement during the Tax Limitation

Period.
Section 2.3. TERM OF THE AGREEMENT.

A. The Application Review Start Date for this Agreement is February 16, 2016, which will be
used to determine the eligibility of the Applicant’s Qualified Property and all applicable wage
standards.

B. The Application Approval Date for this Agreement is October 24, 2016.

C. The Qualifying Time Period for this Agreement:

i.  Starts on January 2, 2020, a date not later than January 1 of the fourth Tax Year
following the Application Approval Date for deferrals, as authorized by §313.027(h)
of the TEXAS TAX CODE;

ii. End on December 31, 2022, the last day of the second complete Tax Year following
the Qualifying Time Period start date.

D. The Tax Limitation Period for this Agreement:
i. Starts on January 1, 2023, the first complete Tax Year that begins after the end of
Qualifying Time Period; and
ii. Ends on December 31, 2032, which is the year the Tax Limitation Period starts as
identified in Section 2.3.D.1 plus 9 years.

E. The Final Termination Date for this Agreement is December 31, 2037,

F. This Agreement, and the obligations and responsibilities created by this Agreement, shall
be and become effective on the Application Approval Date identified in Section 2.3.B. This
Agreement, and the obligations and responsibilities created by this Agreement, terminate on the Final
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Termination Date identified in Section 2.3.E, unless extended by the express terms of this Agreement.

Section 2.4. TAX LIMITATION. So long as the Applicant makes the Qualified Investment as required
by Section 2.5, during the Qualifying Time Period, and unless this Agreement has been terminated as
provided herein before such Tax Year, on January 1 of each Tax Year of the Tax Limitation Period,
the Appraised Value of the Applicant’s Qualified Property for the District’s maintenance and
operations ad valorem tax purposes shall not exceed the lesser of:

A. the Market Value of the Applicant’s Qualified Property; or
B. Thirty Million Dollars ($30,000,000), based on Section 313.054 of the TEXAS TAX CODE

This Tax Limitation Amount is based on the limitation amount for the category that applies to the
District on the Application Approval Date, as set out by Section 313.052 of the TEXAS TAX CODE.

Section 2.5. TAX LIMITATION ELIGIBILITY. In order to be eligible and entitled to receive the value
limitation identified in Section 2.4 for the Qualified Property identified in Article III, the Applicant
shall:

A. have completed the Applicant’s Qualified Investment in the amount of $30,000,000 during
the Qualifying Time Period;

B. have created and maintained, subject to the provisions of Section 313.0276 of the TEXAS
Tax Copg, New Qualifying Jobs as required by the Act; and

C. pay an average weekly wage of at least $1,057.25 for all New Non-Qualifying Jobs created
by the Applicant.

Section 2.6. TAX LIMITATION OBLIGATIONS. In order to receive and maintain the limitation
authorized by Section 2.4, Applicant shall:

A. provide payments to District sufficient to protect future District revenues through payment
of revenue offsets and other mechanisms as more fully described in Article IV,

B. provide payments to the District that protect the District from the payment of extraordinary
education- related expenses related to the project, as more fully specified in Article V;

C. provide such Supplemental Payments as more fully specified in Article VI;

D. create and Maintain Viable Presence on or with the Qualified Property and perform
additional obligations as more fully specified in Article VIII of this Agreement; and

E. No additional conditions are identified in the certificate for a limitation on appraised value
by the Comptroller for this project.

ARTICLE III
QUALIFIED PROPERTY

Section 3.1. LOCATION WITHIN ENTERPRISE OR REINVESTMENT ZONE. At the time of the
Application Approval Date, the Land is within an area designated either as an enterprise zone, pursuant
to Chapter 2303 of the TEXAS GOVERNMENT CODE, or a reinvestment zone, pursuant to Chapter 311 or
312 of the TExAS Tax CoDE. The legal description, and information concerning the designation, of
such zone is attached to this Agreement as EXHIBIT 1 and is incorporated herein by reference for all

purposes.
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Section 3.2. LOCATION OF QUALIFIED PROPERTY AND INVESTMENT. The Land on which the
Qualified Property shall be located and on which the Qualified Investment shall be made is described
in EXHIBIT 2, which is attached hereto and incorporated herein by reference for all purposes. The
Parties expressly agree that the boundaries of the Land may not be materially changed from its
configuration described in EXHIBIT 2 unless amended pursuant to the provisions of Section 10.2 of
this Agreement.

Section 3.3. DESCRIPTION OF QUALIFIED PROPERTY. The Qualified Property that is subject to the
Tax Limitation Amount is described in EXHIBIT 4, which is attached hereto and incorporated herein
by reference for all purposes. Property which is not specifically described in EXHIBIT 4 shall not be
considered by the District or the Appraisal District to be part of the Applicant’s Qualified Property for
purposes of this Agreement, unless by official action the Board of Trustees provides that such other
property is a part of the Applicant’s Qualified Property for purposes of this Agreement in compliance
with Section 313.027(e) of the TEXAS TAX CODE, the Comptroller’s Rules, and Section 10.2 of this
Agreement.

Section 3.4. CURRENT INVENTORY OF QUALIFIED PROPERTY. In addition to the requirements of
Section 10.2 of this Agreement, if there is a material change in the Qualified Property described in
EXHIBIT 4, then within 60 days from the date commercial operation begins, the Applicant shall
provide to the District, the Comptroller, the Appraisal District or the State Auditor’s Office a specific
and detailed description of the tangible personal property, buildings, and/or permanent, nonremovable
building components (including any affixed to or incorporated into real property) on the Land to
which the value limitation applies including maps or surveys of sufficient detail and description to
locate all such described property on the Land.

Section 3.5. QUALIFYING USE. The Applicant’s Qualified Property described in Section 3.3 qualifies
for a tax limitation agreement under Section 313.024(b)(1) of the TExAS TAX CODE as property used
for manufacturing.

ARTICLE IV
PROTECTION AGAINST LOSS OF FUTURE DISTRICT REVENUES

Section 4.1. INTENT OF THE PARTIES. Subject only to the limitations contained in Section 7.1 of this
Agreement, it is the intent of the Parties that the District shall, in accordance with the provisions of
Section 313.027(f)(1) of the TEXAS TAX CODE, be compensated by Applicant for any loss that
District incurs in its Maintenance and Operations Revenue in each year of this Agreement for which this
Agreement was, in any manner, a producing cause, resulting, at least in part because of or on account of,
the execution of this Agreement. Such payments shall be independent of, and in addition to such other
payments as set forth in Article V and Article VI in this Agreement. Subject only to the limitations
contained in Section 7.1 of this Agreement, it is the intent of the Parties that the risk of any and all
negative financial consequences to the District’s total annual Maintenance and Operations Revenue, to
which the execution of this Agreement contributed in any manner, will be borne solely by Applicant and

not by District.
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The Parties hereto expressly understand and agree that, for all years to which this Agreement may apply,
the calculation of negative financial consequences will be defined for each applicable year in accordance
with the Applicable School Finance Law, as defined in Section 1.2 above, and that such definition
specifically contemplates that calculations made under this Agreement may well periodically change in
accordance with changes made from time to time in the Applicable School Finance Law. The Parties
further agree that the printouts and projections produced during the negotiations and approval of this
Agreement are: 1) for illustrative purposes only, are not intended to be relied upon, and have not been
relied upon by the Parties as a prediction of future consequences to either Party to the Agreement; ii) are
based upon current Applicable School Finance Law, which is subject to change by statute, by
administrative regulation, or by judicial decision at any time; and, iii) may change in future years to
reflect changes in the Applicable School Finance Law.

Section 4.2, CALCULATING THE AMOUNT OF L.OSS OF REVENUES BY THE DISTRICT. Subject only to the
provisions of Section 7.1 of this Agreement, the amount to be paid by Applicant to compensate District
for loss of Maintenance and Operations Revenue resulting from, or on account of, this Agreement for
cach year starting in the year of the Application Review Start Date and ending on the Final Termination
Date, the "M&O Amount” shall be determined in compliance with the Applicable School Finance Law
in effect for such year and according to the following formula:

A. Notwithstanding any other provision in this Agreement, the M&O Amount owed by
Applicant to District means the Original M&O Revenue minus the New M&O Revenue;
based on the following definitions where:

i “Original M&O Revenue” means the total State and local Maintenance and
Operations Revenue that District would have received for the school year, under the
Applicable School Finance Law for such Tax Year, had this Agreement not been entered
into by the Parties and the Applicant’s Qualified Property been subject to the District’s
full ad valorem maintenance & operations tax at the rate applicable for such tax
year. For purposes of this calculation, the Third Party will base its calculations upon
actual local taxable values for each applicable year as certified by the County Appraisal
District for all other taxable accounts in the District, save and except for the Qualified
Property subject to this Agreement, plus the total appraised value of the Qualified
Property subject to this Agreement which is or would be used for the calculation of the
District’s tax levy for debt tax purposes. For the calculation of Original M&O Revenue,
Applicant’s Taxable value for its Qualified Property for M&O purposes will not be used.

il. “New M&QO Revenue” means the total State and local Maintenance and
Operations Revenue that District actually received or is accrued to the District in
accordance with the provisions of the Applicable School Finance Law for such school
year.

B. In making the calculations required by this Section 4.2 of this Agreement:
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L. The Taxable Value of property for each school year will be determined under the
Applicable School Finance Law as that law exists for each year for which the calculation
is made.

ii. For purposes of this calculation, the tax collection rate on the Applicant’s
Qualified Property will be presumed to be one hundred percent (100%).

1ii. If, for any year of this Agreement, the difference between the Original M&O
Revenue and the New M&QO Revenue, as calculated under this Section 4.2 of this
Agreement, results in a negative number, the negative number will be considered to be
Zer1O0.

iv. For all calculations made for years during the Tax Limitation Period under
Section 4.2 of this Agreement, Subsection ii of this subsection will reflect the Tax
Limitation Amount for such year.

\2 All calculations made under this Section 4.2 shall be made by a methodology
which isolates the full M&O Revenue impact caused by this Agreement. The Applicant
shall not be responsible to reimburse the District for other revenue losses created by other
agreements, or on account of any other factors not contained in this Agreement.

Section 4.3. CALCULATIONS TO BE MADE BY THIRD PARTY. All calculations under this Agreement
shall be made annually by an independent third party (the “Third Party”) approved each year by the
District.

Section 4.4. DATA USED FOR CALCULATIONS. The calculations for payments under this Agreement
shall be initially based upon the valuations placed upon the Applicant’s Qualified Investment and/or the
Applicant’s Qualified Property by the Appraisal District in its annual certified tax roll submitted to the
District for each Tax Year pursuant to Texas Tax Code § 26.01 on or about July 25 of each year of this
Agreement. Immediately upon receipt of the valuation information by the District, the District shall
submit the valuation information to the Third Party selected under Section 4.3. The certified tax roll
data shall form the basis of the calculation of any and all amounts due under this Agreement. All other
data utilized by the Third Party to make the calculations contemplated by this Agreement shall be based
upon the best available current estimates. The data utilized by the Third Party shall be adjusted from
time to time by the Third Party to reflect actual amounts, subsequent adjustments by the Appraisal
District to the District’s certified tax roll or any other changes in student counts, tax collections, or other
data.

Section 4.5. DELIVERY OF CALCULATIONS. On or before November 1 of each year for which this
Agreement is effective, the Third Party appointed pursuant to Section 4.3 of this Agreement shall
forward to the Parties a certification containing the calculations required under Section 4.2, Article VI,
and/or Section 7.1 of this Agreement in sufficient detail to allow the Parties to understand the manner in
which the calculations were made. The Third Party shall simultaneously submit his, her or its invoice
for fees for services rendered to the Parties, if any fees are being claimed, which fee shall be the sole
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responsibility of the District, but subject to the provisions of Section 4.6, below. Upon reasonable prior
notice, the employees and agents of the Applicant shall have access, at all reasonable times, to the Third
Party's calculations, records, and correspondence pertaining to the calculation and fee for the purpose of
verification. The Third Party shall maintain supporting data consistent with generally accepted
accounting practices, and the employees and agents of the Applicant shall have the right to reproduce
and retain for purpose of audit, any of these documents. The Third Party shall preserve all documents
pertaining to the calculation until the Final Termination Date of this Agreement. The Applicant shall
not be liable for any of the Third Party's costs resulting from an audit of the Third Party's books, records,
correspondence, or work papers pertaining to the calculations contemplated by this Agreement.

Section 4.6. PAYMENT BY APPLICANT. The Applicant shall pay any amount determined by the Third
Party to be due and owing to the District under this Agreement on or before the January 31 next
following the tax levy for each year for which this Agreement is effective. By such date, the Applicant
shall also pay any amount billed by the Third Party, plus any reasonable and necessary legal expenses
paid by the District to its attorneys, auditors, or financial consultants for the preparation and filing of any
financial reports, disclosures, or other reimbursement applications filed with or sent to the State of Texas
which are, or may be required under the terms or because of the execution of this Agreement. For no
Tax Year during the term of this Agreement shall the Applicant be responsible for the payment of an
aggregate amount of fees and expenses under this Section 4.6 which exceeds Fifteen Thousand Dollars
($15,000.00).

Section 4.7. EFFECT OF PROPERTY VALUE APPEAL OR OTHER ADJUSTMENT. If at the time the Third
Party selected under Section 4.3 makes its calculations under this Agreement, the Applicant has
appealed any matter relating to the valuations placed by the Appraisal District on the Applicant’s
Qualified Property, and/or the Applicant’s Qualified Property and such appeal remains unresolved, the
Third Party shall base its calculations upon the values placed upon the Applicant’s Qualified Property
and/or the Applicant’s Qualified Property by the Appraisal District.

If as a result of an appeal or for any other reason, the Taxable Value of the Applicant’s Qualified
Investment and/or the Applicant’s Qualified Property is changed, once the determination of the new
Taxable Value becomes final, the Parties shall immediately notify the Third Party who shall
immediately issue new calculations for the applicable year or years using the new Taxable Value. In the
event the new calculations result in a change in any amount paid or payable by the Applicant under this
Agreement, the Party from whom the adjustment is payable shall remit such amounts to the other Party
within thirty (30) days of the receipt of the new calculations from the Third Party.

Section 4.8. STATUTORY CHANGES AFFECTING M&O REVENUE. Notwithstanding any other
provision in this Agreement, but subject to the limitations contained in Section 7.1 of this Agreement, in
the event that, by virtue of statutory changes to the Applicable School Finance Law, administrative
interpretations by Comptroller, Commissioner of Education, or the Texas Education Agency, or for any
other reason attributable to statutory change, District will receive less Maintenance and Operations
Revenue, or, if applicable, will be required to increase its payment of funds to the State, because of its
participation in this Agreement, Applicant shall make payments to District, up to the revenue protection
amount limit set forth in Section 7.1, that are necessary to offset any negative impact on District’s
Maintenance and Operations Revenue, as a result of its participation in this Agreement. Such calculation
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shall take into account any adjustments to the amount calculated for the current fiscal year that should be
made in order to reflect the actual impact on District.

Section 4.9. REsSOLUTION OF DispuTES. Should the Applicant disagree with the certification
containing the calculations, the Applicant may appeal the findings, in writing, to the Third Party within
thirty (30) days following the later of (i) receipt of the certification, or (ii) the date the Applicant is
granted access to the books, records and other information in accordance with Section 4.6 for purposes
of auditing or reviewing the information in connection with the certification. Within thirty (30) days of
receipt of the Applicant's appeal, the Third Party will issue, in writing, a final determination of the
certification containing the calculations. Thereafter, the Applicant may appeal the final determination of
certification containing the calculations to the District. Any appeal by the Applicant of the final
determination of the Third Party may be made, in writing, to the Board of Trustees within thirty (30)
days of the final determination of certification containing the calculations, and shall be without
limitation of the Applicant’s other rights and remedies available hereunder, at law or in equity.

ARTICLE V
PAYMENT OF EXTRAORDINARY EDUCATION-RELATED EXPENSES

Section 5.1. EXTRAORDINARY EXPENSES. In addition to the amounts determined pursuant to Section
4.2 of this Agreement above, Applicant on an annual basis shall also indemnify and reimburse District
for the following:

A. all non-reimbursed costs, certified by District’s external auditor to have been incurred by
District for extraordinary education-related expenses related to the project that are not directly funded
in state aid formulas, including expenses for the purchase of portable classrooms and the hiring of
additional personnel to accommodate a temporary increase in student enrollment attributable to the
project. Applicant shall have the right to contest the findings of the District’s external auditor pursuant
to Section 4.10 herein.

ARTICLE VI
SUPPLEMENTAL PAYMENTS

Section 6.1. INTENT OF PARTIES WITH RESPECT TO SUPPLEMENTAL PAYMENTS.
(a) Amounts Exclusive of Indemnity Amounts

In addition to undertaking the responsibility for the payment of all of the amounts set forth under
Articles IV and V, and as further consideration for the execution of this Agreement by the District, the
Applicant shall also be responsible for the supplemental payments set forth in this Article VI, (the
“Supplemental Payments™). The Applicant shall not be responsible to the District or to any other person
or persons in any form for the payment or transfer of money or any other thing of value in recognition
of, anticipation of, or consideration for this Agreement for limitation on appraised value made pursuant
to Chapter 313, Texas Tax Code, unless it is explicitly set forth in this Agreement. It is the express
intent of the Parties that the Applicant’s obligation to make Supplemental Payments under this Article
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VI is separate and independent of the obligation of the Applicant to pay the amounts described in
Articles TV and V; provided, however, that all payments under Articles IV and V are subject to the
limitations contained in Section 7.1, and that all payments under this Article VI are subject to the
separate limitations contained in Section 6.2,

(b) Adherence to Statutory Limits on Supplemental Payments

It is the express intent of the Parties that any Supplemental Payments made to or on
behalf of the District by the Applicant under this Article VI shall not exceed the limit imposed by the
provisions of Texas Tax Code §313.027(i), as such limit is allowed to be increased by the Legislature
for any future year of this Agreement.

Section 6.2. SUPPLEMENTAL PAYMENT LIMITATION. Notwithstanding the foregoing:

A. the total of the Supplemental Payments made pursuant to this Article shall: not exceed for
any calendar year of this Agreement an amount equal to the greater of One Hundred Dollars ($100.00)
per student per year in average daily attendance, -as defined by Section 42.005 of the TEXAS
EDUCATION CODE, or Fifty Thousand Dollars ($50,000.00) per year times the number of years
beginning with the first complete or partial year of the Qualifying Time Period identified in Section
2.3.C and ending with the year for which the Supplemental Payment is being calculated minus all
Supplemental Payments previously made by the Application;

B. Supplemental Payments may only be made during the period starting the first year of the
Qualifying Time Period and ending December 31 of the third year following the end of the Tax
Limitation Period.

C. the limitation in Section 6.2.A does not apply to amounts described by Section
313.027(£)(1)-(2) of the TEXAS TAX CODE as implemented in Articles IV and V of this Agreement.

D. For purposes of this Agreement, the calculation of the limit of the annual Supplemental
Payment shall be the greater of $50,000 or $100 multiplied by the District’s Average Daily
Attendance as calculated pursuant to Section 42.005 of the TEXAS EDUCATION CODE, based upon the
District’s 2015-2016 Average Daily Attendance of 388,

Section 6.3. STIPULATED SUPPLEMENTAL PAYMENT AMOUNT. Beginning with the Qualifying Time
Period of this Agreement and ending the third tax year after the Tax Limitation Period expires, the
District shall receive Supplemental Payments that equal:

PAYMENT DUE DATE PAYMENT AMOUNT
January 31, 2021 $50,000
January 31, 2022 $50,000
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Section 6.4. PROCEDURES FOR SUPPLEMENTAL PAYMENT CALCULATIONS. All calculations required
by this Article VI, including but not limited to: (i) the calculation of the Applicant’s Stipulated
Supplemental Payment Amount; (ii) the determination of both the Annual Limit and the Aggregate
Limit; (iii) the effect, if any, of the Aggregate Limit upon the actual amount of Supplemental Payments
eligible to be paid to the District by the Applicant; and (iv) the carry forward and accumulation of any of
the Applicant’s Stipulated Supplemental Payment Amounts unpaid by the Applicant due to the
Aggregate Limit in previous years, shall be calculated by the Third Party selected pursuant to Section

4.4,
(a)
(b)
Section 6.5.

Agreement for Limitation on Appraised Value
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January 31, 2023
January 31, 2024
January 31, 2025
January 31, 2026
January 31, 2027
January 31, 2028
January 31, 2029
January 31, 2030
January 31, 2031
January 31, 2032

January 31, 2033

January 31, 2034
January 31, 2035

January 31, 2036

The calculations made by the Third Party shall be made at the same time and on the same

$50,000

$50,000
$50,000
$50,000
$50,000
$50,000
$50,000
$50,000
$50,000
$50,000

$50,000

$50,000
$50,000

$50,000

schedule as the calculations made pursuant to Section 4.6.

The payment of all amounts due under this Article VI shall be made at the time set forth

in Section 4.7.

DISTRICT’S OPTION TO DESIGNATE SUCCESSOR BENEFICIARY. At any time during this

Port Arthur LNG Heldings, LLC
October 24, 2016
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Agreement, the Board of Trustees may, in its sole discretion, direct that any of the Applicant’s payments
under this Article VI be made to the District’s educational foundation or to a similar entity. Such
foundation or entity may only use such funds received under this Article VI to support the educational
mission of the District and its students. Any designation of such foundation or entity must be made by
recorded vote of the Board of Trustees at a properly posted public meeting of the Board of Trustees.
Any such designation will become effective after such public vote and the delivery of notice of said vote
to the Applicant in conformance with the provisions of Section 10.1 below. Such designation may be
rescinded by the Board of Trustees, by Board action, at any time, and any such rescission will become
effective after delivery of notice of such action to the Applicant in conformance with the provisions of
Section 10.1.

Any designation of a successor beneficiary under this Section 6.5 shall not alter the limits on
Supplemental Payments described in Sections 6.2 and 6.3, above.

Notwithstanding the foregoing, any payments made by Applicant shall be made in the manner
and to the party designated in this Agreement unless Applicant receives unambiguous written notice
from the District that such payments are to be made to a different party.

ARTICLE VII
ANNUAL LIMITATION OF PAYMENTS BY APPLICANT

Section 7.1. ANNUAL LIMITATION. Notwithstanding anything contained in this Agreement to the
contrary, and with respect to each Tax Year of the Tax Limitation Period beginning after the first Tax
Year of the Tax Limitation Period, in no event shall (i) the sum of the maintenance and operations ad
valorem taxes paid by the Applicant to the District for such Tax Year, plus the sum of all payments
otherwise due from the Applicant to the District under Articles IV, V, and VI of this Agreement with
respect to such Tax Year, exceed (ii) the amount of the maintenance and operations ad valorem taxes
that the Applicant would have paid to the District for such Tax Year (determined by using the
District’s actual maintenance and operations tax rate for such Tax Year) if the Parties had not entered
into this Agreement. The calculation and comparison of the amounts described in clauses (i) and (ii)
of the preceding sentence shall be included in all calculations made pursuant to Article IV of this
Agreement, and in the event the sum of the amounts described in said clause (i) exceeds the amount
described in said clause (ii), then the payments otherwise due from the Applicant to the District under
Articles IV, V, and V1 shall be reduced until such excess is eliminated.

Section 7.2. OPTION TO TERMINATE AGREEMENT. In the event that any payment otherwise due from
the Applicant to the District under Article IV, Article V, or Article VI of this Agreement with respect
to a Tax Year is subject to reduction in accordance with the provisions of Section 7.1, then the
Applicant shall have the option to terminate this Agreement. The Applicant may exercise such option
to terminate this Agreement by notifying the District of its election in writing not later than the July
31 of the year following the Tax Year with respect to which a reduction under Section 7.1 is
applicable. Any termination of this Agreement under the foregoing provisions of this Section 7.2 shall
be effective immediately prior to the second Tax Year next following the Tax Year in which the
reduction giving rise to the option occurred.
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Section 7.3. EFFECT OF OPTIONAL TERMINATION. Upon the exercise of the option to terminate
pursuant to Section 7.2, this Agreement shall terminate and be of no further force or effect; provided,
however, that:

A. the Parties respective rights and obligations under this Agreement with respect to the Tax
Year or Tax Years (as the case may be) through and including the Tax Year during which

such notification is delivered to the District, shall not be impaired or modified as a result of such
termination and shall survive such termination unless and until satisfied and discharged; and

B. the provisions of this Agreement regarding payments (including liquidated damages and
tax payments), records and dispute resolution shall survive the termination or expiration of this
Agreement.

ARTICLE VIII
DDITI LIGATI FAPPLICANT

Section 8.1. APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE. In order to receive

and maintain the limitation authorized by Section 2.4 in addition to the other obligations required by
this Agreement, the Applicant shall Maintain Viable Presence in the District commencing at the start
of the Tax Limitation Period through the Final Termination Date of this Agreement. Notwithstanding
anything contained in this Agreement to the contrary, the Applicant shall not be in breach of, and shall
not be subject to any liability for failure to Maintain Viable Presence to the extent such failure is
caused by Force Majeure, provided the Applicant makes commercially reasonable efforts to remedy
the cause of such Force Majeure.

Section 8.2. REPORTS. In order to receive and maintain the limitation authorized by Section 2.4 in
addition to the other obligations required by this Agreement, the Applicant shall submit all reports
required from time to time by the Comptroller, listed in 34 TExAS ADMIN. CODE Section 9.1052 and
as currently located on the Comptroller’s website, including all data elements required by such form
to the satisfaction of the Comptroller on the dates indicated on the form or the Comptroller’s website
and starting on the first such due date after the Application Approval Date.

Section 8.3. COMPTROLLER’S REPORT ON CHAPTER 313 AGREEMENTS. During the term of

this Agreement, both Parties shall provide the Comptroller with all information reasonably necessary
for the Comptroller to assess performance under this Agreement for the purpose of issuing the
Comptroller’s report, as required by Section 313.032 of the TEXAS TAX CODE.

Section 8.4. DATA REQUESTS. Upon the written request of the District, the State Auditor’s Office, the
Appraisal District, or the Comptroller during the term of this Agreement, the Applicant, the District or
any other entity on behalf of the District shall provide the requesting party with all information
reasonably necessary for the requesting party to determine whether the Applicant is in compliance
with its rights, obligations or responsibilities, including, but not limited to, any employment
obligations which may arise under this Agreement.

Section 8.5. SITE VISITS AND RECORD REVIEW. The Applicant shall allow authorized employees of
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the District, the Comptroller, the Appraisal District, and the State Auditor’s Office to have reasonable
access to the Applicant’s Qualified Property and business records from the Application Review Start
Date through the Final Termination Date, in order to inspect the project to determine compliance with
the terms hereof or as necessary to properly appraise the Taxable Value of the Applicant’s Qualified
Property.

A. All inspections will be made at a mutually agreeable time after the giving of not less than
ninety-six (96) hours prior written notice, and will be conducted in such a manner so as not to
unreasonably interfere with either the construction or operation of the Applicant’s Qualified Property.

B. All inspections may be accompanied by one or more representatives of the Applicant, and
shall be conducted in accordance with the Applicant’s safety, security, and operational standards.
Notwithstanding the foregoing, nothing contained in this Agreement shall require the Applicant to
provide the District, the Comptroller, or the Appraisal District with any technical or business
information that is proprietary, a trade secret, or is subject to a confidentiality agreement with any
third party.

Section 8.6. RIGHT TO AUDIT; SUPPORTING DOCUMENTS; AUTHORITY OF STATE AUDITOR.

By executing this Agreement, implementing the authority of, and accepting the benefits provided by
Chapter 313 of the TExAs Tax CODE, the Parties agree that this Agreement and their performance
pursuant to its terms are subject to review and audit by the State Auditor as if they are parties to a
State contract and subject to the provisions of Section 2262.154 of the TEXAS GOVERNMENT CODE and
Section 313.010(a) of the TEXAS TAX CODE. The Parties further agree to comply with the following
requirements:

A. The District and the Applicant shall maintain and retain supporting documents adequate to
ensure that claims for the Tax Limitation Amount are in accordance with applicable Comptroller and
State of Texas requirements. The Applicant and the District shall maintain all such documents and
other records relating to this Agreement and the State’s property for a period of four (4) years after the
latest occurring date of:

i. date of submission of the final payment;
ii. Final Termination Date; or
iii. date of resolution of all disputes or payment.

B. During the time period defined under Section 8.6.A, the District and the Applicant shall
make available at reasonable times and upon reasonable notice, and for reasonable periods, all
information related to this Agreement; the Applicant’s Application; and the Applicant’s Qualified
Property, Qualified Investment, New Qualifying Jobs, and wages paid for New Non- Qualifying Jobs
such as work papers, reports, books, data, files, software, records, calculations, spreadsheets and other
supporting documents pertaining to this Agreement, for purposes of inspecting, monitoring, auditing,
or evaluating by the Comptroller, State Auditor’s Office, State of Texas or their authorized
representatives. The Applicant and the District shall cooperate with auditors and other authorized
Comptroller and State of Texas representatives and shall provide them with prompt access to all of
such property as requested by the Comptroller or the State of Texas. By example and not as an
exclusion to other breaches or failures, the Applicant’s or the District’s failure to comply with this
Section shall constitute a Material Breach of this Agreement.

C. In addition to and without limitation on the other audit provisions of this Agreement, the
acceptance of tax benefits or funds by the Applicant or the District or any other entity or person
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directly under this Agreement acts as acceptance of the authority of the State Auditor, under the
direction of the legislative audit committee, to conduct an audit or investigation in connection with
those funds. Under the direction of the legislative audit committee, the Applicant or the District or
other entity that is the subject of an audit or investigation by the State Auditor must provide the State
Auditor with access to any information the State Auditor considers relevant to the investigation or
audit. The Parties agree that this Agreement shall for its duration be subject to all rules and procedures
of the State Auditor acting under the direction of the legislative audit committee.

D. The Applicant shall include the requirements of this Section 8.6 in its subcontract with any
entity whose employees or subcontractors are subject to wage requirements under the Act, the
Comptroller’s Rules, or this Agreement, or any entity whose employees or subcontractors are
included in the Applicant’s compliance with job creation or wage standard requirement of the Act, the
Comptroller’s Rules, or this Agreement.

Section 8.7. FALSE STATEMENTS; BREACH OF REPRESENTATIONS. The Parties acknowledge that
this Agreement has been negotiated, and is being executed, in reliance upon the information contained
in the Application, and any supplements or amendments thereto, without which the Comptroller
would not have approved this Agreement and the District would not have executed this Agreement.
By signature to this Agreement, the Applicant:

A. represents and warrants that all information, facts, and representations contained in the
Application are true and correct to the best of its knowledge;

B. agrees and acknowledges that the Application and all related attachments and schedules
are included by reference in this Agreement as if fully set forth herein; and

C. acknowledges that if the Applicant submitted its Application with a false statement, signs
this Agreement with a false statement, or submits a report with a false statement, or it is subsequently
determined that the Applicant has violated any of the representations, warranties, guarantees,
certifications, or affirmations included in the Application or this Agreement, the Applicant shall have
materially breached this Agreement and the Agreement shall be invalid and void except for the
enforcement of the provisions required by Section 9.2 of this Agreement.

ARTICLE IX
MATERIAL BREACH OR FARLY TERMINATION

Section 9.1. EVENTS CONSTITUTING MATERIAL BREACH OF AGREEMENT. The Applicant shall
be in Material Breach of this Agreement if it commits one or more of the following acts or omissions
(each a “Material Breach”):

A. The Application, any Application Supplement, or any Application Amendment on which
this Agreement is approved is determined to be inaccurate as to any material
representation, information, or fact or is not complete as to any material fact or representation or such
application;

B. The Applicant failed to complete Qualified Investment as required by Section 2.5.A. of this
Agreement during the Qualifying Time Period;

C. The Applicant failed to create and maintain the number of New Qualifying Jobs required
by the Act;
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D. The Applicant failed to create and maintain the number of New Qualifying Jobs specified
in Schedule C of the Application;

E. The Applicant failed to pay at least the average weekly wage of all jobs in the county in
which the jobs are located for all New Non-Qualifying Jobs created by the Applicant;

F. The Applicant failed to provide payments to the District sufficient to protect future District
revenues through payment of revenue offsets and other mechanisms as more fully described in Article
IV of this Agreement;

G. The Applicant failed to provide the payments to the District that protect the District from
the payment of extraordinary education-related expenses related to the project to the extent and in the
amounts that the Applicant agreed to provide such payments in Article V of this Agreement;

H. The Applicant failed to provide the Supplemental Payments to the extent and in the
amounts that the Applicant agreed to provide such Supplemental Payments in Article VI of this
Agreement;

I. The Applicant failed to create and Maintain Viable Presence on or with the Qualified
Property as more fully specified in Article VIII of this Agreement;

J. The Applicant failed to submit the reports required to be submitted by Section 8.2 to the
satisfaction of the Comptroller;

K. The Applicant failed to provide the District or the Comptroller with all information
reasonably necessary for the District or the Comptroller to determine whether the Applicant is in
compliance with its obligations, including, but not limited to, any employment obligations which may
arise under this Agreement;

L. The Applicant failed to allow authorized employees of the District, the Comptroller, the
Appraisal District, or the State Auditor’s Office to have access to the Applicant’s Qualified Property
or business records in order to inspect the project to determine compliance with the terms hereof or as
necessary to properly appraise the Taxable Value of the Applicant’s Qualified Property under
Sections 8.5 and 8.6; '

M. The Applicant failed to comply with a request by the State Auditor’s office to review and
audit the Applicant’s compliance with this Agreement;

N. The Applicant has made any payments to the District or to any other person or persons in
any form for the payment or transfer of money or any other thing of value in recognition of,
anticipation of, or consideration for this Agreement for limitation on Appraised Value made pursuant
to Chapter 313 of the TExAS TAX CODE, in excess of the amounts set forth in Articles IV, V and VI of
this Agreement;

O. The Applicant failed to comply with the conditions included in the certificate for limitation
issued by the Comptroller.

Section 9.2. DETERMINATION OF BREACH AND TERMINATION OF AGREEMENT.

A. Prior to making a determination that the Applicant has failed to comply in any material
respect with the terms of this Agreement or to meet any material obligation under this Agreement, the
District shall provide the Applicant with a written notice of the facts which it believes have caused the
breach of this Agreement, and if cure is possible, the cure proposed by the District. After receipt of
the notice, the Applicant shall be given ninety (90) days to present any facts or arguments to the
Board of Trustees showing that it is not in breach of its obligations under this Agreement, or that it
has cured or undertaken to cure any such breach.

B. If the Board of Trustees is not satisfied with such response or that such breach has been
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cured, then the Board of Trustees shall, after reasonable notice to the Applicant, conduct a hearing
called and held for the purpose of determining whether such breach has occurred and, if so, whether
such breach has been cured. At any such hearing, the Applicant shall have the opportunity, together
with their counsel, to be heard before the Board of Trustees. At the hearing, the Board of Trustees
shall make findings as to:
i. whether or not a breach of this Agreement has occurred,
ii. whether or not such breach is a Material Breach;
iii. the date such breach occurred, if any;
iv. whether or not any such breach has been cured; and
C. In the event that the Board of Trustees determines that such a breach has occurred and has
not been cured, it shall at that time determine:
‘ i. the amount of recapture taxes under Section 9.4.C (net of all credits under Section
9.4.C);
ii. the amount of any penalty or interest under Section 9.4.E that are owed to the
District; and
iii. in the event of a finding of a Material Breach, whether to terminate this
Agreement,
D. After making its determination regarding any alleged breach, the Board of Trustees shall
cause the Applicant to be notified in writing of its determination (a “Determination of Breach and
Notice of Contract Termination™) and provide a copy to the Comptroller.

Section 9.3. DISPUTE RESOLUTION.

A. After receipt of notice of the Board of Trustee’s Determination of Breach and Notice of
Contract Termination under Section 9.2, the Applicant shall have not greater than sixty (60) days in
which either to tender payment or evidence of its efforts to cure, or to initiate mediation of the dispute
by written notice to the District, in which case the District and the Applicant shall be required to make
a good faith effort to resolve, without resort to litigation and within sixty (60) days after the Applicant
initiates mediation, such dispute through mediation with a mutually agreeable mediator and at a
mutually convenient time and place for the mediation. If the Parties are unable to agree on a mediator,
a mediator shall be selected by the senior state district court judge then presiding in Jefferson County,
Texas. The Parties agree to sign a document that provides the mediator and the mediation will be
governed by the provisions of Chapter 154 of the TEXAS CIVIL PRACTICE AND REMEDIES CODE and
such other rules as the mediator shall prescribe. With respect to such mediation, (i) the District shall
bear one-half of such mediator’s fees and expenses and the Applicant shall bear one-half of such
mediator’s fees and expenses, and (ii) otherwise each Party shall bear all of its costs and expenses
(including attorneys’ fees) incurred in connection with such mediation.

B. In the event that any mediation is not successful in resolving the dispute or that payment is
not received within the time period described for mediation in Section 9.3.A, either the District or the
Applicant may seek a judicial declaration of their respective rights and duties under this Agreement or
otherwise, in a judicial proceeding in a state district court in Jefferson County, assert any rights or
defenses, or seek any remedy in law or in equity, against the other Party with respect to any claim
relating to any breach, default, or nonperformance of any contract, agreement or undertaking made by
a Party pursuant to this Agreement.

C. If payments become due under this Agreement and are not received before the expiration
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of the sixty (60) days provided for such payment in Section 9.3.A, and if the Applicant has not
contested such payment calculations under the procedures set forth herein, including judicial
proceedings, the District shall have the remedies for the collection of the amounts determined under
Section 9.4 as are set forth in Chapter 33, Subchapters B and C, of the TExAS TAX CoDE for the
collection of delinquent taxes. In the event that the District successfully prosecutes legal proceedings
under this section, the Applicant shall also be responsible for the payment of attorney’s fees to the
attorneys representing the District pursuant to Section 6.30 of the TEXAS TAX CODE and a tax lien
shall attach to the Applicant’s Qualified Property and the Applicant’s Qualified Investment pursuant
to Section 33.07 of the TEXAS TAX CODE to secure payment of such fees.

Section 9.4. Consequences of Early Termination or Other Breach by Applicant.

A. In the event that the Applicant terminates this Agreement without the consent of the
District, except as provided in Section 7.2 of this Agreement, the Applicant shall pay to the District
liquidated damages for such failure within thirty (30) days after receipt of the notice of breach.

B. In the event that the District determines that the Applicant has failed to comply in any
material respect with the terms of this Agreement or to meet any material obligation under this
Agreement, the Applicant shall pay to the District liquidated damages, as calculated by Section 9.4.C,
prior to, and the District may terminate the Agreement effective on the later of: (i) the expiration of
the sixty (60) days provided for in Section 9.3.A, and (ii) thirty (30) days after any mediation and
judicial proceedings initiated pursuant to Sections 9.3.A and 9.3.B are resolved in favor of the
District.

C. The sum of liquidated damages due and payable shall be the sum total of the District ad
valorem taxes for all of the Tax Years for which a tax limitation was granted pursuant to this
Agreement prior to the year in which the default occurs that otherwise would have been due and
payable by the Applicant to the District without the benefit of this Agreement, including penalty and
interest, as calculated in accordance with Section 9.4.E. For purposes of this liquidated damages
calculation, the Applicant shall be entitled to a credit for all payments made to the District pursuant to
Atticles IV, V, and VI. Upon payment of such liquidated damages, the Applicant’s obligations under
this Agreement shall be deemed fully satisfied, and such payment shall constitute the District’s sole
remedy.

D. In the event that the District determines that the Applicant has committed a Material
Breach identified in Section 9.1, after the notice and mediation periods provided by Sections 9.2 and
9.3, then the District may, in addition to the payment of liquidated damages required pursuant to
Section 9.4.C, terminate this Agreement.

E. In determining the amount of penalty or interest, or both, due in the event of a breach of
this Agreement, the District shall first determine the base amount of recaptured taxes less all credits
under Section 9.4.C owed for each Tax Year during the Tax Limitation Period. The District shall
calculate penalty or interest for each Tax Year during the Tax Limitation Period in accordance with
the methodology set forth in Chapter 33 of the TEXAS TAX CODE, as if the base amount calculated for
such Tax Year less all credits under Section 9.4.C had become due and payable on February 1 of the
calendar year following such Tax Year. Penalties on said amounts shall be calculated in accordance
with the methodology set forth in Section 33.01(a) of the TEXAS TAX CODE, or its successor statute.
Interest on said amounts shall be calculated in accordance with the methodology set forth in Section
33.01(c) of the TExAS TAX CODE, or its successor statute.
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Section 9.5. LIMITATION OF OTHER DAMAGES. Notwithstanding anything contained in this
Agreement to the contrary, in the event of default or breach of this Agreement by the Applicant, the
District’s damages for such a default shall under no circumstances exceed the amounts calculated
under Section 9.4. In addition, the District’s sole right of equitable relief under this Agreement shall
be its right to terminate this Agreement. The Parties further agree that the limitation of damages and
remedies set forth in this Section 9.5 shall be the sole and exclusive remedies available to the District,
whether at law or under principles of equity.

Section 9.6. STATUTORY PENALTY FOR INADEQUATE QUALIFIED INVESTMENT. Pursuant to Section
313.0275 of the TExAS TAX CODE, in the event that the Applicant fails to make $30,000,000 of
Qualified Investment, in whole or in part, during the Qualifying Time Period, the Applicant is liable to
the State for a penalty. The amount of the penalty is the amount determined by: (i) multiplying the
maintenance and operations tax rate of the school district for that tax year that the penalty is due by (ii)
the amount obtained after subtracting (a) the Tax Limitation Amount identified in Section 2.4.B from
(b) the Market Value of the property identified on the Appraisal District’s records for the Tax Year the
penalty is due. This penalty shall be paid on or before February 1 of the year following the expiration
of the Qualifying Time Period and is subject to the delinquent penalty provisions of Section 33.01 of
the TExAs Tax Copi. The Comptroller may grant a waiver of this penalty in the event of Force
Majeure which prevents compliance with this provision.

Section 9.7. REMEDY FOR FAILURE TO CREATE AND MAINTAIN REQUIRED NEW QUALIFYING JOBS.
Pursuant to Section 313.0276 of the TEXAS TAX CODE, for any full Tax Year that commences after the
project has become operational, in the event that it has been determined that the Applicant has failed to
meet the job creation or retention requirements defined in Sections 9.1.C, the Applicant shall not be
deemed to be in Material Breach of this Agreement until such time as the Comptroller has made a
determination to rescind this Agreement under Section 313.0276 of TExXAS TAX CODE, and that
determination is final,

Section 9.8. REMEDY FOR FAILURE TO CREATE AND MAINTAIN COMMITTED NEW QUALIFYING
JoBs

A. In the event that the Applicant fails to create and maintain the number of New Qualifying
Jobs specified in Schedule C of the Application, an event constituting a Material Breach as defined in
Section 9.1.D, the Applicant and the District may elect to remedy the Material Breach through a
penalty payment,

B. Following the notice and mediation periods provided by Sections 9.2 and 9.3, the District
may request the Applicant to make a payment to the State in an amount equal to: (i) multiplying the
maintenance and operations tax rate of the school district for that Tax Year that the Material Breach
occurs by (ii) the amount obtained after subtracting (a) the Tax Limitation Amount identified in
Section 2.4.B from (b) the market value of the property identified on the Appraisal District’s records
for each tax year the Material Breach occurs.

C. In the event that there is no tax limitation in place for the tax year that the Material Breach
occurs, the payment to the State shall be in an amount equal to: (i) multiplying the maintenance and
operations tax rate of the School District for each tax year that the Material Breach occurs by (ii) the
amount obtained after subtracting (a) the tax limitation amount identified in Section 2.4.B from (b)
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the Market Value of the property identified on the Appraisal District’s records for the last Tax Year
for which the Applicant received a tax limitation.

D. The penalty shall be paid no later than 30 days after the notice of breach and is subject to
the delinquent penalty provisions of Section 33.01 of the TExAS TaX CODE.

ARTICLE X.
MISCELLANEOUS PROVISIONS

Section 10.1. INFORMATION AND NOTICES.
A. Unless otherwise expressly provided in this Agreement, all notices required or permitted
hereunder shall be in writing and deemed sufficiently given for all purposes hereof if
(i) delivered in person, by courier (e.g., by Federal Express) or by registered or certified United States
Mail to the Party to be notified, with receipt obtained, or (ii) sent by facsimile or email transmission,
with notice of receipt obtained, in each case to the appropriate address or number as set forth below.
Each notice shall be deemed effective on receipt by the addressee as aforesaid; provided that, notice
received by facsimile or email transmission after 5:00 p.m. at the location of the addressee of such
notice shall be deemed received on the first business day following the date of such electronic receipt.
B. Notices to the District shall be addressed to the District’s Authorized Representative as
follows:

Kristi Heid

Superintendent

Sabine Pass Independent School District
5641 S. Gulfway Dr

Sabine Pass, TX 77655

Phone: (409) 971-2321

Facsimile: (409) 971-2120

Email: kheid@sabinepass.net

C. Notices to the Applicant shall be addressed to its Authorized Representative as follows:

James Asay

Vice President - Tax

Port Arthur LNG, LLC
488 8™ Ave., HQO8N1
San Diego, CA 92101
Phone: (619) 696-4836
Facsimile: (619) 696-3060
Email: jasay(@sempra.com

or at such other address or to such other facsimile transmission number and to the attention of
such other person as a Party may designate by written notice to the other.

Section 10.2. AMENDMENTS TO APPLICATION AND AGREEMENT; WAIVERS.
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A.This Agreement may not be modified or amended except by an instrument or
instruments in writing signed by all of the Parties and after completing the requirements of Section
10.2.B. Waiver of any term, condition, or provision of this Agreement by any Party shall only be
effective if in writing and shall not be construed as a waiver of any subsequent breach of, or failure
to comply with, the same term, condition, or provision, or a waiver of any other term, condition, or
provision of this Agreement.

B. By official action of the District’s Board of Trustees, the Application and this
Agreement may only be amended according to the following:

i. The Applicant shall submit to the District and the Comptroller:

a. a written request to amend the Application and this Agreement, which shall
specify the changes the Applicant requests;

b. any changes to the information that was provided in the Application that was
approved by the District and considered by the Comptroller;

c. and any additional information requested by the District or the
Comptroller necessary to evaluate the amendment or modification;

ii. The Comptroller shall review the request and any additional information for

compliance with the Act and the Comptroller’s Rules and provide a revised

Comptroller certificate for a limitation within 90 days of receiving the revised

Application and, if the request to amend the Application has not been approved by the

Comptroller by the end of the 90-day period, the request is denied; and

iii, If the Comptroller has not denied the request, the District’s Board of Trustees shall

approve or disapprove the request before the expiration of 150 days after the request is

filed.

C. Any amendment of the Application and this Agreement adding additional or
replacement Qualified Property pursuant to this Section 10.2 of this Agreement shall:

i. require that all property added by amendment be eligible property as defined by
Section 313.024 of the TEXAS TAX CODE;

ii. clearly identify the property, investment, and employment information added by
amendment from the property, investment, and employment information in the original
Agreement; and

D. The Application and this Agreement may not be amended to extend the value limitation
time period beyond its ten-year statutory term.

E. The Comptroller determination made under Section 313.026(c)(2) of the TEXAS TAX
CODE in the original certificate for a limitation satisfies the requirement of the Comptroller to
make the same determination for any amendment of the Application and this Agreement, provided
that the facts upon which the original determination was made have not changed.

F. The Applicant shall amend the Application and this Agreement to identify the changes
in the information that was provided in the Application and was approved by the District and as
considered by the Comptroller no earlier than 180 days and no later than 90 days prior to the start
of the Qualifying Time Period as identified in Section 2.3.C.i of this Agreement.

i. The Applicant shall comply with written requests from the District or the Comptroller to
provide additional information necessary to prepare a Comptroller certificate for a limitation
for the conditions prior to the start of the Qualifying Time Period; and

i, If the Comptroller provides its certificate for a limitation with conditions different from

Texas Economic Development Act Agreement

Agreement for Limitation on Appraised Value Comptroller Form 50-826 (Jan 2016)

Between Sabine Pass ISD and Port Arthur LNG, LLC and affiliate
Port Arthur LNG Holdings, LL.C
October 24, 2016

Page 25 of 29



the existing agreement, the District shall hold a meeting and determine whether to amend this
Agreement to include the conditions required by the Comptroller or terminate this Agreement;
or

iii.If the Comptroller withdraws its certificate for a limitation based on the revised
Application, the District shall terminate this Agreement

Section10.3. ASSIGNMENT.

A. Any assignment of any rights, benefits, obligations, or interests of the Parties in this
Agreement, other than a collateral assignment purely for the benefit of creditors of the project, is
considered an amendment to the Agreement and such Party may only assign such rights, benefits,
obligations, or interests of this Agreement after complying with the provisions of Section 10.2
regarding amendments to the Agreement. Other than a collateral assignment to a creditor, this
Agreement may only be assigned to an entity that is eligible to apply for and execute an agreement for
limitation on appraised value pursuant to the provisions of Chapter 313 of the TEXAS TAX CODE
and the Comptroller’s Rules.

B. In the event of a merger or consolidation of the District with another school district or other
governmental authority, this Agreement shall be binding on the successor school district or other
governmental authority.

C. In the event of an assignment to a creditor, the Applicant must notify the District and the
Comptroller in writing no later than 30 days after the assignment. This Agreement shall be binding on
the assignee.

Section 10.4. MERGER. This Agreement contains all of the terms and conditions of the understanding
of the Parties relating to the subject matter hereof. All prior negotiations, discussions, correspondence,
and preliminary understandings between the Parties and others relating hereto are superseded by this
Agreement.

Section 10.5. Governing Law. This Agreement and the transactions contemplated hereby shall be
governed by and interpreted in accordance with the laws of the State of Texas without giving effect to
principles thereof relating to conflicts of law or rules that would direct the application of the laws of
another jurisdiction. Venue in any legal proceeding shall be in a state district court in Jefferson
County.

Section 10.6. AUTHORITY TO EXECUTE AGREEMENT. Each of the Parties represents and warrants
that its undersigned representative has been expressly authorized to execute this Agreement for and on
behalf of such Party.

Section 10.7. SEVERABILITY. If any term, provision or condition of this Agreement, or any
application thereof, is held invalid, illegal, or unenforceable in any respect under any Law (as
hereinafter defined), this Agreement shall be reformed to the extent necessary to conform, in each
case consistent with the intention of the Parties, to such Law, and to the extent such term, provision, or
condition cannot be so reformed, then such term, provision, or condition (or such invalid, illegal or
unenforceable application thereof) shall be deemed deleted from (or prohibited under) this Agreement,
as the case may be, and the validity, legality, and enforceability of the remaining terms, provisions,
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and conditions contained herein (and any other application such term, provision, or condition) shall
not in any way be affected or impaired thereby. Upon such determination that any term or other
provision is invalid, illegal, or incapable of being enforced, the Parties hereto shall negotiate in good
faith to modify this Agreement in an acceptable manner so as to effect the original intent of the Parties
as closely as possible so that the transactions contemplated hereby are fulfilled to the extent possible.
As used in this Section 10.7, the term “Law” shall mean any applicable statute, law (including
common law), ordinance, regulation, rule, ruling, order, writ, injunction, decree, or other official act
of or by any federal, state or local government, governmental department, commission, board, bureau,
agency, regulatory authority, instrumentality, or judicial or administrative body having jurisdiction
over the matter or matters in question.

Section 10.8. PAYMENT OF EXPENSES. Except as otherwise expressly provided in this Agreement, or
as covered by the application fee, each of the Parties shall pay its own costs and expenses relating to
this Agreement, including, but not limited to, its costs and expenses of the negotiations leading up to
this Agreement, and of its performance and compliance with this Agreement.

Section 10.9. INTERPRETATION,

A. When a reference is made in this Agreement to a Section, Article, or Exhibit, such
reference shall be to a Section or Article of, or Exhibit to, this Agreement unless otherwise indicated.
The headings contained in this Agreement are for reference purposes only and shall not affect in any
way the meaning or interpretation of this Agreement.

B. The words “include,” “includes,” and “including” when used in this Agreement shall be
deemed in such case to be followed by the phrase, “but not limited to”. Words used in this
Agreement, regardless of the number or gender specifically used, shall be deemed and construed to
include any other number, singular or plural, and any other gender, masculine, feminine or neuter, as
the context shall require.

C. The provisions of the Act and the Comptroller’s Rules are incorporated by reference as if
fully set forth in this Agreement. In the event of a conflict, the conflict will be resolved by reference
to the following order of precedence:

1. The Act;

ii. The Comptroller’s Rules as they exist at the time the Agreement is executed, except
as allowed in the definition of Qualified Property in Section 1.1; and

iii. This Agreement and its Attachments including the Application as incorporated by
reference.

Section 10.10. EXECUTION OF COUNTERPARTS. This Agreement may be executed in multiple
counterparts, each of which shall be deemed an original, and all of which, taken together, shall
constitute but one and the same instrument, which may be sufficiently evidenced by one counterpart,

Section 10.11. PUBLICATION OF DOCUMENTS. The Parties acknowledge that the District is required
to publish the Application and its required schedules, or any amendment thereto; all economic
analyses of the proposed project submitted to the District; and the approved and executed copy of this
Agreement or any amendment thereto, as follows:

A. Within seven (7) days of receipt of such document, the District shall submit a copy to the
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Comptroller for publication on the Comptroller’s Internet website;

B. The District shall provide on its website a link to the location of those documents posted on
the Comptroller’s website;

C. This Section does not require the publication of information that is confidential under
Section 313.028 of the TEXAS TAX CODE.

Section 10.12. CONTROL; OWNERSHIP; LEGAL PROCEEDINGS. The Applicant shall immediately
notify the District in writing of any actual or anticipated change in the control or ownership of the
Applicant and of any legal or administrative investigations or proceedings initiated against the
Applicant related to the project regardless of the jurisdiction from which such proceedings originate.

Section 10.13. DuTY TO DISCLOSE. If circumstances change or additional information is obtained
regarding any of the representations and warranties made by the Applicant in the Application or this
Agreement, or any other disclosure requirements, subsequent to the date of this Agreement, the
Applicant’s duty to disclose continues throughout the term of this Agreement.

Section 10.14. CONFLICTS OF INTEREST.

A. The District represents that, after diligent inquiry, each local public official or local
government officer, as those terms are defined in Chapters 171 and 176 of the TEXAs LOCAL
GOVERNMENT CODE, has disclosed any conflicts of interest in obtaining or performing this Agreement
and related activities, appropriately recused from any decisions relating to this Agreement when a
disclosure has been made, and the performance of this Agreement will not create any appearance of
impropriety. The District represents that it, the District’s local public officials or local government
officer, as those terms are defined in Chapters 171 and 176 of the TEXAS LOCAL GOVERNMENT CODE,
have not given, nor intend to give, at any time hereafter, any future employment, gift, loan, gratuity,
special discount, trip, favor, or service to a public servant, employee, or representative of the other
Party or the State of Texas in connection with this Agreement.

B. The Applicant represents that, after diligent inquiry, each of its agents, as defined in
Chapter 176 of the TEXAS LOCAL GOVERNMENT CODE, involved in the representation of the Applicant
with the District has complied with the provisions of Chapter 176 of the TEXAS LOCAL GOVERNMENT
CoDE. The Applicant represents that it and its agents, as defined in Chapter 176 of the TEXAS LOCAL
GOVERNMENT CODE, have not given, nor intend to give, at any time hereafter, any future employment,
gift, loan, gratuity, special discount, trip, favor, or service to a public servant, employee, or
representative of the other Party or the State of Texas in connection with this Agreement.

C. The District and the Applicant each separately agree to notify the other Party and the
Comptroller immediately upon learning of any conflicts of interest.

Section 10.15. PROVISIONS SURVIVING EXPIRATION OR TERMINATION. Notwithstanding the
expiration or termination (by agreement, breach, or operation of time) of this Agreement, the
provisions of this Agreement regarding payments (including liquidated damages and tax payments),
reports, records, and dispute resolution of the Agreement shall survive the termination or expiration
dates of this Agreement until the following occurs:

A. all payments, including liquidated damage and tax payments, have been made;

B. all reports have been submitted;

C. all records have been maintained in accordance with Section 8.6.A; and
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D. all disputes in controversy have been resolved.

Section 10.16. FACSIMILE OR ELECTRONIC DELIVERY.

A. This Agreement may be duly executed and delivered in person, by mail, or by
facsimile or other electronic format (including portable document format (pdf) transmitted by e-
mail). The executing Party must promptly deliver a complete, executed original or counterpart of
this Agreement to the other executing Parties. This Agreement shall be binding on and
enforceable against the executing Party whether or not it delivers such original or counterpart.

B. Delivery is deemed complete as follows:

i. When delivered if delivered personally or sent by express courier service;

ii. Three (3) business days after the date of mailing if sent by registered or
certified U.S. mail, postage prepaid, with return receipt requested;

iii. When transmitted if sent by facsimile, provided a confirmation of transmission
is produced by the sending machine; or

iv. When the recipient, by an e-mail sent to the e-mail address for the executing

Parties acknowledges having received that e-mail (an automatic “read receipt” does not
constitute acknowledgment of an e-mail for delivery purposes).

IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple
originals on this 24™ day of October, 2016.

PORT ARTHUR LNG, LLC SABINE PASS INDEPENDENT SCHOOL
, DISTRICT
B \% -
y: L.
JAMES ASAY \-)// X l \#/2,4/1/
VICE PRESIDENT " LANE PLAUCEIE
PRESIDENT, BOARD OF TRUSTEES
PORT ARTHUR LNG HOLDINGS, LLC ATTEST:
By: % / By:
JAMES ASAY PHYLLIS ALMOND
VICE PRESIDENT SECRETARY, BOARD OF TRUSTEES
\

QY: Dt o~

Vice Qestdentt )
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ExHiBIT 1
DESCRIPTION AND LOCATION OF ENTERPRISE OR REINVESTMENT ZONE

At the time of the Application Approval Date, pursuant to Chapter 312 of the Texas Tax Code,
the Board of the Trustees of the District has created the Port Arthur LNG Reinvestment Zone. A
map of this Reinvestment Zone is attached as the last page of this EXHIBIT 1 following the legal
description of the zone. All of the Applicant’s Qualified Property and Applicant’s Qualified
Investment will be located within the boundaries of the Port Arthur LNG Reinvestment Zone.

Agreement for Limitation on Appraised Value Texas Economic Development Act Agreement
Between Sabine Pass ISD and Port Arthur LNG, LLC and affiliate Port Arthur LNG Holdings, LLC Comptroller Form 50-826 (January 2016)
October 24, 2016
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EXHIBIT 2
DESCRIPTION AND LOCATION OF LAND

The Land on which the Qualified Property shall be located and on which the Qualified
Investment shall be made is described by the map attached to this Exhibit 1.
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ExHiBiT 3
APPLICANT’S QUALIFIED INVESTMENT

Applicant’s Qualified Investment shall be all tangible personal property first placed in service
after January 2, 2020, owned by the Applicant, as more fully described in Tab 7 of the Application,
and located within the boundaries of the Sabine Pass Independent School District and the project
boundary shown on the map attached to Exhibit 1.

Agreement for Limitation on Appraised Value

Between Sabine Pass ISD and Port Arthur LNG, LLC and

affiliate Port Arthur LNG Holdings, LLC

October 24, 2016 EXHIBIT 3

Texas Economic Development Act Agreement
Comptroller Form 50-826 (January 2016)




ExmsBiT 4
DESCRIPTION AND LOCATION OF QUALIFIED PROPERTY

This Agreement covers all qualified property within Sabine Pass ISD necessary for the
commercial operations of the new liquefaction facility as more fully described in Tab 4 of the
Application. Furthermore, all Qualified Property will be located within the project boundaries
indicated on the map attached on the last page of this EXHIBIT 4.

Project Description

The proposed project primarily consists of property classified by Jefferson CAD as real estate
improvements including, but not limiting to the following:
e Two liquefaction trains, each with a maximum production capacity of [5] MTPA, and each
with its own gas treatment facilities;
e A natural gas liquids (NGL) and refrigerant storage area;
e A marine facility, including two LNG berths, each with three liquid loading arms, one vapor
loading arm, and one spare hybrid loading arm;
e An NGL and refrigerant truck loading/unloading facility;
e [Three] 160,000 m3 LNG storage tanks;
e Operations, control, maintenance, warehouse and all other necessary buildings.

Also included in this application, but not limited to, are all of the associated concrete foundations,
pipe supports, piping, instrumentation, power feeds, control loops, safety systems, fire water
protection, insulation, utilities necessary to safely operate the new equipment and the land detailed
in Tab 9 of this application that is owned by Port Arthur Holding, LLC.

Agreement for Limitation on Appraised Value
Between Sabine Pass ISD and Port Arthur LNG, LLC and affiliate
Port Arthur LNG Holdings, LLC
October 24, 2016 EXHIBIT 4

Texas Economic Development Act Agreement
Comptroller Form 50-826 (January 2016)



|

.....

pue Aiepunog
18loid pasodoid

e = e )
NV ._:nu._...wu_m..num%: A %P.&n.f: _5. E. _ - ||I|HI .H = 4
LG SN S 0 dapey ) |
5000-OMC-did-Tvd .
390N 438 UNKLEY 1804/ VadNEs TR |
DN ANYLY Lod <\ & = m
_
_ w
| e |
_ T ,
e |
| N
| |
|
ﬁ. _
* .
|
g
f
. _
,
u S e : m
L, MO .5 e : Q |
_
“
[
m = =" _
| |
| 1 __-nqﬁw anat |
| : =
“, |___1°0q uononusuo) (Si#| i
“ _ 1B --m:oN JuSW}SaALIRY
| -
_
m




EXHIBIT 5

AGREEMENT SCHEDULE
| School | Tax |
Year Year Year Summary Description
Partial Year 2020-2021 2020 Start of Qualifying Time Period beginning
Beginning on with the Commencement Date (01/02/20). No
the limitation on appraised value. First year for
Qualifying | Commencement computation of Annual Limit.
Time Date (01/02/20) -
Period 1 2021-2022 2021 Qualifying Time Period. No limitation on
appraised value.
2 2022-2023 2022 Qualifying Time Period. No limitation on

appraised value.

2023-2024 2023 $30 million appraised value limitation,

3
4 2024-2025 2024 $30 million appraised value limitation.
5 | 20252026 | 2025 | $30 million appraised value limitation.

2026-2027 2026 $30 million appraised value limitation.
| 2027-2028 | 2027 | $30 million appraised value limitation.

5
6
Limitation |7
8
9

Period === e e e e R e
sy . 2028-2029 2028 $30 million appraised value limitation.
(10 Years) T ) e il
2029-2030 2029 $30 million appraised value limitation.
10 2030-2031 2030 $30 million appraised value limitation.
11 2031-2032 2031 $30 million appraised value limitation.
12| 20322033 | 2032 | $30 million appraised value limitation.
13 | 2033-2034 2033 | No limitation on appraised value. Applicant |
obligated to Maintain Viable Presence.
14 2034-2035 2034 No limitation on appraised value. Applicant
Mital obligated to Maintain Viable Presence.

Viable |15 | 2035-2036 | 2035 | No limitation on appraised value. Applicant
Presence obligated to Maintain Viable Presence.
(SYears) |16 | 2036-2037 | 2036 | No limitation on appraised value. Applicant

obligated to Maintain Viable Presence.
17 2037-2038 2037 No limitation on appraised value. Applicant

obligated to Maintain Viable Presence,
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MOAK, CASEY

& ASSOCIATES

SCHOOL FINANCE & ACCOUNTABILITY EXPERTS

LyNNM. MOAK, PARTNER DANTEL T. CASEY, PARTNER

October 24, 2016

President and Members

Board of Trustees

Sabine Pass Independent School District
5641 8. Gulfway Dr,

Sabine Pass, Texas 77655

Re: Recommendations and Findings of the firm Concerning Application of Port Arthur LNG
Holdings, LLC for Limitation on Appraised Value of Property for School District Maintenance
and Operations Taxes

Dear President and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research on behalf of
the Sabine Pass Independent School District, with respect to the pending Application of Port Arthur LTNG
Holdings, LLC for Limitation on Appraised Value of Property for School District Maintenance and Operations
Taxes. Since our engagement on behalf of the District, we have been actively engaged in reviewing the pending
Application and verifying its contents. Based upon our review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter 313 of the
Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.

4, All applicable school finance implications arising from the contemplated Agreement have been
explored.

5. The proposed Agreement contains adequate revenue protection provisions to protect the interests of the
District.

As a result of the foregoing it is our recommendation that the Board of Trustees approve the Application
of Port Arthur LNG Holdings, LLC for Limitation on Appraised Value of Property for School District

Maintenance and Operations Taxes.

Sincerely,

OAR >

Daniel T. Casey

www.moakcasey.com

Phone 512-485-7878 400 W. 15" Street* Suite 1410% Austin, TX 78701-16L48 Fax 512-485-7888



O'HanLoN, McCoLLoM & DEMERATH

ATTORNEYS AND COUNSELORS AT LAW

808 WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE! (512) 494-9949
FACSIMILE: (512) 494-9919

Kevin O’HANLON
CERTIFIED, CIVIL APPELLATE
CEeRTIFIER, CiviL TRIAL

LesLIE McCoLLom
CERTIFIED, CIVIL APFELLATE
CERTIFIED, LABOR AND EMPLOYMENT

Texas BoarD oF LEGAL SPECIALIZATION

JusTinN DEMERATH

October 24, 2016

President and Members

Of the Board of Trustees

Sabine Pass Independent School District
5641 S. Gulfway Dr.,

Sabine Pass, Texas 77655

Re:  Recommendations and Findings of the Firm Concerning Application of Port
Arthur LNG Holdings, LLC for Limitation on Appraised Value of Property for
School District Maintenance and Operations Taxes

Dear President and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research
on behalf of the Sabine Pass Independent School District, with respect to the pending Application
of Port Arthur LNG Holdings, LLC for a Limitation on Appraised Value of Property for School
District Maintenance and Operations Taxes. Since our engagement on behalf of the District, we
have been actively engaged in reviewing the pending Application and verifying its contents. We
have also negotiated an Agreement between the District and Port Arthur LNG Holdings, LLC
Based upon our review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter
313 of the Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.




4. All applicable school finance implications arising from the contemplated Agreement have
been explored.

5. The proposed Agreement contains adequate legal provisions so as to protect the interests
of the District.

As a result of the foregoing conclusions it is our recommendation that the Board of
Trustees approve the Application of Port Arthur LNG Holdings, LLC for Limitation on Appraised
Value of Property for School District Maintenance and Operations Taxes.

Sincerely,

Kevin O’Hanlon
For the Firm



Attachment I

Agreement Review Letter



GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 ¢ Austin,TX 78711-3528

October 12, 2016

Kristi Heid
Superintendent

Sabine Pass ISD

5641 South Gulf way Drive
Sabine Pass, Texas 77655

Re:  Agreement for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes by and between Sabine Pass Independent
School District and Port Arthur LNG, LLC and affiliate Port Arthur LNG
Holdings, LLC, Application #1117

Dear Superihtendent Heid:

This office has been provided with the “Agreement for Limitation on Appraised
Value of Property for School District Maintenance and Operations Taxes” by and
between Sabine Pass Independent School District and Port Arthur LNG, LLC and
affiliate Port Arthur LNG Holdings, LLC (the “Agreement”). As requested, the
Agreement has been reviewed pursuant to 34 TAC 9.1055(e)(1).

Based on our review, this office concludes that it complies with the provisions of Tax
Code, Chapter 313 and 34 TAC Chapter 9, Subchapter F.

Should you have any questions, please contact Desiree Caufield with our office. She
can be reached by email at desiree.caufield@cpa.texas.gov or by phone at
1-800-531-5441, ext. 6-8597, or at 512-936-8597.

Sincerely, ﬂ
Will Counihan

Director
Data Analysis & Transparency Division

e Daniel T. Casey, Moak, Casey & Associates LLP
James Asay, Port Arthur LNG, LLC
Marvin Ivey, Sempra LNG
Greg Maxim, Cummings Westlake, LLC

Comptroller,Texas.Gov + 512-463-4000 + Toll Free 1-800-531-5441 + Fax512-305-9711



Brandon Westlake, Cummings Westlake, LLC

Comptroller.Texas.Gov

512-463-4000

.

Toll Free 1-800-531-5441

Fax 512-305-9711




Attachment J

Conflict Of Interest Disclosure



Conflicts of Interest Disclosure Procedure

In its recent audits of Chapter 313 Agreements, The Texas State Auditor’s Office has
required documentation of inquiries concerning Board Member conflicts of interest at critical
junctions in the Chapter 313 approval process. A local public official or a person related to a
local public official in the first degree by either affinity or consanguinity has a substantial interest
in a business entity or in real property, the local public official, before a vote or decision on any
matter involving the business entity or the real property, is required to file an affidavit with an
official Board record keeper stating the nature and extent of the interest and shall abstain from
further participation in the matter if:

1. In the case of a substantial interest in a business entity, the action on the matter will have a
special economic effect on the business entity that is distinguishable from the effect on the
public; or

2. In the case of a substantial interest in real property, it is reasonably foreseeable that an action
on the matter will have a special economic effect on the value of the property,
distinguishable from its effect on the public.

3. Aperson has a substantial interest in a business entity if:
The person owns at least:
a.  Ten percent of the voting stock or shares of the business entity, or
b.  Either ten percent or $15,000 of the fair market value of the business entity; or

c.  Funds received by the person from the business entity exceed ten percent of the
person’s gross income for the previous year.

4. Inthe case of a substantial interest in real property, it is reasonably foreseeable that an
action on the matter will have a special economic effect on the value of the property,
distinguishable from its effect on the public.

The Board may contract with a business entity in which a Trustee has a substantial interest if the
Trustee follows the disclosure and abstention procedure set out above.

Does any Board Member have a conflict of interest as defined above?
If so, has the required Affidavit, set forth at District Policy BBFA (Exhibit) been filed?

Please have the answers to the foregoing 2 questions and a copy of this Procedure included in the
minutes of this meeting.



