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2901 Via Fortuna, Building 6, Suite 475 
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September 4, 2019 

Via Electronic Mail and Hand Delivery: Tabita.Collazo@cpa.texas.gov 
Tabita Collazo 
Research Analyst 
Economic Development & Local Government 
Data Analysis & Transparency Division 
Texas Comptroller of Public Accounts 
111 E. 17th Street  
Austin, Texas 78774 

Re: Application #1298 submitted by Lone Star NGL Asset Holdings II, LLC 

Dear Ms. Collazo: 

Enclosed please find the Findings of the Barbers Hill Independent School District Board of
Trustees dated June 24, 2019 together with an executed Agreement for Limitation on Appraised 
Value of Property for School District Maintenance and Operations Taxes between Barbers Hill 
Independent School District and Lone Star NGL Asset Holdings II, LLC 

A true and correct electronic copy of these documents is enclosed. A copy is also being provided 
to the Chambers County Chief Appraiser. 

Thank you so much for your attention to this matter. 

Sincerely, 

Sara Hardner Leon 

SHL/vr

Enclosures 

cc: Dr. Greg Poole, Superintendent, Barbers Hill Independent School District 
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FINDINGS OF THE BARBERS HILL INDEPENDENT SCHOOL DISTRICT BOARD OF 
TRUSTEES UNDER THE TEXAS ECONOMIC DEVELOPMENT ACT ON THE 
APPLICATION SUBMITTED BY LONE STAR NGL ASSET HOLDINGS II LLC 

 
STATE OF TEXAS   § 
     § 
COUNTY OF CHAMBERS  § 
 
 On the 24th day of June, 2019, a public meeting of the Board of Trustees of the Barbers Hill 
Independent School 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 Lone Star NGL Asset Holdings II LLC 
(Application #1298) 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. After hearing presentations from the District’s 
administrative staff, and from attorneys and consultants retained by the District to advise the Board 
in this matter, the Board of Trustees of the Barbers Hill Independent School District makes the 
following findings with respect to the Application of Lone Star NGL Asset Holdings II LLC #1298, 
and the economic impact of that Application: 

 
 On September 24, 2018, the Superintendent of Schools of the Barbers Hill Independent 
School District, acting as agent of the Board of Trustees, and the Texas Comptroller of Public 
Accounts received an Application from Lone Star NGL Asset Holdings II LLC #1298 for an 
Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code. 
A copy of the Application is posted on the Texas Comptroller’s website at:  
 

https://comptroller.texas.gov/economy/local/ch313/agreement-docs-details.php?id=1298 
 
The Applicant, Lone Star NGL Asset Holdings II LLC (Taxpayer ID 32044534082) (“Applicant”), 
consists of entities subject to Chapter 171, Texas Tax Code, and is certified to be in good standing 
with the Texas Comptroller of Public Accounts. The Board of Trustees acknowledges receipt of the 
Application, along with the required Application fee, as established pursuant to Texas Tax Code § 
313.025(a)(1) and Local District Policy. 
 
 The Application was delivered to the Texas Comptroller’s Office for review pursuant to Texas 
Tax Code § 313.025(d). A copy of the Application was delivered to the Chambers County Appraisal 
District for review pursuant to 34 Texas Administrative Code § 9.1054. The Application was reviewed 
by the Texas Comptroller’s Office pursuant to Texas Tax Code § 313.026, and a determination that 
the Application was complete was issued on October 31, 2018.  

 
 After receipt of the Application, the Texas Comptroller of Public Accounts caused to be 
conducted an economic impact evaluation on January 16, 2019 pursuant to Texas Tax Code § 313.026, 
and the Board of Trustees has carefully considered such evaluation. A copy of the economic impact 
evaluation is attached to these findings as Exhibit A. 

 
 
 



The Board of Trustees also directed that a specific financial analysis be conducted of the 
impact of the proposed value limitation on the finances of the Barbers Hill Independent School 
District. A copy of a report prepared by Education Service Center, Region 12 is attached to these 
findings as Exhibit B. The Texas Commissioner of Education has determined that the project will 
not impact school enrollment. 

 
The Board of Trustees has confirmed that the taxable value of property in the Barbers Hill 

Independent School District for the preceding tax year, as determined under Subchapter M, Chapter 
403, Government Code, is as stated in the 2017 ISD Summary Worksheet posted on the Texas 
Comptroller’s website at:  

 
https://comptroller.texas.gov/data/property-tax/pvs/2017p/0360369021D.php 

 
After receipt of the Application, the District submitted a proposed form of Agreement for an 

Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code, 
in the form required by the Comptroller of Public Accounts. The proposed Agreement and letter 
approving same are attached to these findings as Exhibit C. 

 
After review of the Comptroller’s recommendation, and in consideration of its own economic 

impact study the Board finds: 
 

Board Finding Number 1. 
  

The Applicant qualifies for a limitation on appraised value of Qualified 
Property under Texas Tax Code § 313.024 in the eligibility category of 
manufacturing.  

 
Board Finding Number 2. 

 
The Applicant’s entire proposed investment in the Barbers Hill Independent 
School District is $265,000,000—$265,000,000 of which is proposed to be 
Qualified Investment under Texas Tax Code § 313.021. 

 
Board Finding Number 3. 
 

The average salary level of qualifying jobs is expected to be at least $66,222 per 
year. The review of the Application by the State Comptroller’s Office indicates 
that this amount—based on Texas Workforce Commission data—complies 
with the requirement that qualifying jobs pay more than the minimum weekly 
wage required for Qualified Jobs under Texas Tax Code § 313.021. 

 
Board Finding Number 4. 
 

The level of the Applicant’s average investment per qualifying job over the term 
of the Agreement is estimated to be approximately $22,083,333 on the basis of 
the 12 new qualifying positions committed to by the Applicant for this project. 



The project’s total investment is $265,000,000 resulting in a relative level of 
investment per qualifying job of $22,083,333. 

 
Board Finding Number 5. 
 

The Applicant has requested a waiver of the job creation requirement under 
Texas Tax Code § 313.25(f-1), and the Board finds such waiver request should 
be granted. The Board notes that the number of jobs proposed for this project 
(12 jobs) is consistent with industry standards in the natural gas liquids 
manufacturing industry. 

 
Board Finding Number 6. 
 

Subsequent economic effects on the local and regional tax bases will be 
significant. In addition, the impact of the added infrastructure will be 
significant to the region. In support of Finding 6, the economic impact 
evaluation states:  
 
Table 2 depicts this project’s estimated economic impact to Texas. It depicts the direct, indirect 

and induced effects to employment and personal income within the state. The Comptroller’s office 
calculated the economic impact based on 15 years of annual investment and employment levels. 

 
Table 2—Estimated Statewide Economic Impact of Lone Star NGL Asset Holdings II, LLC (modeled) 

 Employment Personal Income 
Year Direct Indirect + Induced Total Direct Indirect + Induced Total 
2019 300 431 731 $19,866,660 $36,133,340 $56,000,000 
2020 312 496 808 $20,661,326 $45,338,674 $66,000,000 
2021 12 104 116 $794,666 $14,205,334 $15,000,000 
2022 12 66 78 $794,666 $10,205,334 $11,000,000 
2023 12 33 45 $794,666 $7,205,334 $8,000,000 
2024 12 18 30 $794,666 $5,205,334 $6,000,000 
2025 12 15 27 $794,666 $4,205,334 $5,000,000 
2026 12 19 31 $794,666 $4,205,334 $5,000,000 
2027 12 26 38 $794,666 $5,205,334 $6,000,000 
2028 12 33 45 $794,666 $5,205,334 $6,000,000 
2029 12 40 52 $794,666 $6,205,334 $7,000,000 
2030 12 46 58 $794,666 $7,205,334 $8,000,000 
2031 12 49 61 $794,666 $8,205,334 $9,000,000 
2032 12 52 64 $794,666 $8,205,334 $9,000,000 
2033 12 54 66 $794,666 $9,205,334 $10,000,000 
2034 12 55 67 $794,666 $9,205,334 $10,000,000 

 
Table 4 examines the estimated direct impact on ad valorem taxes to the school district and 

chambers county, with all property tax incentives sought being granted using estimated market value 
from the application. The project has applied for a value limitation under Chapter 313, Tax Code and 
tax abatement with the county. The difference noted in the last line is the difference between Table 3 
and Table 4: 



Year 
Estimated 

Taxable Value 
for I&S 

Estimated 
Taxable Value 

for M&O 
 BHISD I&S 

Tax Levy 
BHISD M&O 

Tax Levy 

BHISD M&O 
and I&S Tax 

Levies 

Chambers 
County Tax 

Levy 

Estimated Total 
Property Taxes 

  Tax Rate1 0.2698 1.0600  0.5425  
2021 $265,000,000 $80,000,000  $714,970 $848,000 $1,562,970 $718,876 $2,281,846 
2022 $254,400,000 $80,000,000  $686,371 $848,000 $1,534,371 $690,121 $2,224,492 
2023 $243,800,000 $80,000,000  $657,772 $848,000 $1,505,772 $661,366 $2,167,138 
2024 $233,200,000 $80,000,000  $629,174 $848,000 $1,477,174 $632,611 $2,109,785 
2025 $222,600,000 $80,000,000  $600,575 $848,000 $1,448,575 $603,856 $2,052,431 
2026 $212,000,000 $80,000,000  $571,976 $848,000 $1,419,976 $575,101 $1,995,077 
2027 $201,400,000 $80,000,000  $543,377 $848,000 $1,391,377 $546,346 $1,937,723 
2028 $190,800,000 $80,000,000  $514,778 $848,000 $1,362,778 $517,591 $1,880,369 
2029 $180,200,000 $80,000,000  $486,180 $848,000 $1,334,180 $488,836 $1,823,015 
2030 $169,600,000 $80,000,000  $457,581 $848,000 $1,305,581 $460,081 $1,765,662 
2031 $159,000,000 $159,000,000  $428,982 $1,685,400 $2,114,382 $862,651 $2,977,033 
2032 $148,400,000 $148,400,000  $400,383 $1,573,040 $1,973,423 $805,141 $2,778,564 
2033 $137,800,000 $137,800,000  $371,784 $1,460,680 $1,832,464 $747,631 $2,580,096 
2034 $127,200,000 $127,200,000  $343,186 $1,348,320 $1,691,506 $690,121 $2,381,627 
2035 $116,600,000 $116,600,000  $314,587 $1,235,960 $1,550,547 $632,611 $2,183,158 

         
   Total $7,721,676 $15,783,400 $23,505,076 $9,632,940 $33,138,016 
         
   Diff $0 $14,553,800 $14,553,800 $5,894,784 $20,448,584 

1Tax Rate per $100 Valuation 
 
Table 3 illustrates the estimated tax impact of the Applicant’s project on the region if all taxes 

are assessed. 
 

Year 
Estimated 

Taxable Value 
for I&S 

Estimated 
Taxable Value 

for M&O 
 BHISD I&S 

Tax Levy 
BHISD M&O 

Tax Levy 

BHISD M&O 
and I&S Tax 

Levies 

Chambers 
County Tax 

Levy 

Estimated Total 
Property Taxes 

  Tax Rate1 0.2698 1.0600  0.5425  
2021 $265,000,000 $265,000,000  $714,970 $2,809,000 $3,523,970 $1,437,752 $4,961,722 
2022 $254,400,000 $254,400,000  $686,371 $2,696,640 $3,383,011 $1,380,242 $4,763,253 
2023 $243,800,000 $243,800,000  $657,772 $2,584,280 $3,242,052 $1,322,732 $4,564,784 
2024 $233,200,000 $233,200,000  $629,174 $2,471,920 $3,101,094 $1,265,222 $4,366,316 
2025 $222,600,000 $222,600,000  $600,575 $2,359,560 $2,960,135 $1,207,712 $4,167,847 
2026 $212,000,000 $212,000,000  $571,976 $2,247,200 $2,819,176 $1,150,202 $3,969,378 
2027 $201,400,000 $201,400,000  $543,377 $2,134,840 $2,678,217 $1,092,692 $3,770,909 
2028 $190,800,000 $190,800,000  $514,778 $2,022,480 $2,537,258 $1,035,182 $3,572,440 
2029 $180,200,000 $180,200,000  $486,180 $1,910,120 $2,396,300 $977,671 $3,373,971 
2030 $169,600,000 $169,600,000  $457,581 $1,797,760 $2,255,341 $920,161 $3,175,502 
2031 $159,000,000 $159,000,000  $428,982 $1,685,400 $2,114,382 $862,651 $2,977,033 
2032 $148,400,000 $148,400,000  $400,383 $1,573,040 $1,973,423 $805,141 $2,778,564 
2033 $137,800,000 $137,800,000  $371,784 $1,460,680 $1,832,464 $747,631 $2,580,096 
2034 $127,200,000 $127,200,000  $343,186 $1,348,320 $1,691,506 $690,121 $2,381,627 
2035 $116,600,000 $116,600,000 $314,587 $1,235,960 $1,550,547 $632,611 $2,183,158 

   Total $7,721,676 $30,337,200 $38,058,876 $15,527,724 $53,586,600 
1Tax Rate per $100 Valuation 
 
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. 

 
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 suggesting little underlying 
enrollment growth based on the impact of the project. 
 

Board Finding Number 9. 
 

 The Applicant’s project is reasonably likely to generate, before the 25th 
anniversary of the beginning of the limitation period, tax revenue in an amount 
sufficient to offset the school district maintenance and operations ad valorem 
tax revenue lost as a result of the agreement. Attachment B of the economic 
impact study contains a year-by-year analysis as depicted in the following table: 

 
 Tax Year Estimated ISD M&O  

Tax Levy Generated 
(Annual) 

Estimated ISD M&O  
Tax Levy Generated 

(Cumulative) 

Estimated ISD M&O  
Tax Levy Loss as Result  
of Agreement (Annual) 

Estimated ISD M&O  
Tax Levy Loss as 

Result of Agreement 
(Cumulative) 

Limitation 
Pre-Years 

2018 $0 $0 $0 $0 
2019 $0 $0 $0 $0 
2020 $1,060,000 $1,060,000 $0 $0 

Limitation 
Period 

(10 Years) 

2021 $848,000 $1,908,000 $1,961,000 $1,961,000 
2022 $848,000 $2,756,000 $1,848,640 $3,809,640 
2023 $848,000 $3,604,000 $1,736,280 $5,545,920 
2024 $848,000 $4,452,000 $1,623,920 $7,169,840 
2025 $848,000 $5,300,000 $1,511,560 $8,681,400 
2026 $848,000 $6,148,000 $1,399,200 $10,080,600 
2027 $848,000 $6,996,000 $1,286,840 $11,367,440 
2028 $848,000 $7,844,000 $1,174,480 $12,541,920 
2029 $848,000 $8,692,000 $1,062,120 $13,604,040 
2030 $848,000 $9,540,000 $949,760 $14,553,800 

Maintain Viable 
Presence 
(5 Years) 

2031 $1,685,400 $11,225,400 $0 $14,553,800 
2032 $1,573,040 $12,798,440 $0 $14,553,800 
2033 $1,460,680 $14,259,120 $0 $14,553,800 
2034 $1,348,320 $15,607,440 $0 $14,553,800 
2035 $1,235,960 $16,843,400 $0 $14,553,800 

Additional Years 
as Required by 
§ 313.026(c)(1) 

(10 Years) 

2036 $1,123,600 $17,967,000 $0 $14,553,800 
2037 $1,011,240 $18,978,240 $0 $14,553,800 
2038 $898,880 $19,877,120 $0 $14,553,800 
2039 $786,520 $20,663,640 $0 $14,553,800 
2040 $674,160 $21,337,800 $0 $14,553,800 
2041 $561,800 $21,899,600 $0 $14,553,800 
2042 $561,800 $22,461,400 $0 $14,553,800 
2043 $561,800 $23,023,200 $0 $14,553,800 
2044 $561,800 $23,585,000 $0 $14,553,800 
2045 $561,800 $24,146,800 $0 $14,553,800 

      
  $ 24,146,800 is greater than $ 14,553,800  
      
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? 

 
Yes 

 
 
 
 



Board Finding Number 10. 
 

 The limitation on appraised value requested by the Applicant is a determining 
factor in the Applicant’s decision to invest capital and construct the project in 
this state. 

 
Board Finding Number 11. 
 

The ability of the Applicant to locate the proposed facility in another state or 
another region of this state is substantial, as a result of the highly competitive 
marketplace for economic development. 

 
In support of Findings 10 and 11, Attachment C of the economic impact study states: 
 
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. This is based on 
information available, including information provided by the applicant. Specifically, the comptroller 
notes the following:  

 
I. Per Lone Star NGL Asset Holdings II, LLC’s Tab 5 of their Application for a Limitation on 

Appraised Value: 
 

A. “As the primary available property tax incentive in Texas, a 313 agreement is vital to the 
proposed Frac VII Plant economics. Approval of such agreement will be an influential factor 
in determining the establishment of the plant, especially since there are multiple other potential 
projects presently competing for the same capital expenditures by the company, including 
possible plants in Louisiana and in New Mexico.” 
 

B. “In the event a 313 agreement is not permitted, Energy Transfer will relocate Frac VII to 
another area more financially viable for the continuation of this project. Unfortunately, this 
would also dismiss Chambers County from receiving the economic benefits associated with 
the development of an additional natural gas processing plant within their county. It is our 
goal to reach a 313 value limitation agreement for Frac VII for the benefit of both Chambers 
County, Texas, and Energy Transfer.” 

 
II. Per Comptroller research: 
 

A. Per the Energy Transfer website they state “The Mont Belvieu storage facility, owned by Lone 
Star, is an integrated liquids storage facility with over 50 million Bbls of salt dome capacity 
providing 100% fee-based cash flows. The Mont Belvieu storage facility has access to multiple 
NGL and refined product pipelines, the Houston Ship Channel, and numerous petrochemical 
plants, refineries and fractionation facilities.” 

 
B. In May 2018 Energy Transfer stated in their 2018 MLP & Energy Infrastructure Conference 

that. . . 
 

a. “Integrated assets allow solid commercial synergies across entire midstream value 
chain, including gas, crude and NGLs.” 



 
b. they were in the process of expanding their North Texas Pipeline by “approximately 

160,000 Mmbtu/d from West Texas for deliveries into Old Ocean. The expansion is 
expected to be complete by the end of 2018.” 

 
c. They are the “fastest growing NGL's business in Mont Belvieu via Lone Star,” and 

“ETP's Lone Star presence in Mont Belvieu combined with its Nederland terminal 
provide opportunities for multiple growth projects.” Therefore, they have the 
opportunity to “increase fractionation volumes as large NGL fractionation third-party 
agreements expire.” 

 
C. On April 3-4, 2017 Energy Transfer stated in a presentation on page 17 under fractionation 

and processing that “Frac V expected in-service September 2018,” and it had the “ability to 
build a total of 7 Mont Belvieu fractionators on current footprint.” 

 
III. Supplemental information provided by applicant: 
 

A. Energy Transfer is the parent company for ETC Texas Pipeline, LTD and Lone Star Asset 
Holdings II, LLC. Lone Star Asset Holdings II, LLC is a holding company for their Liquids 
Transportation and Service Segment.  
 

Supporting Information 
 

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

 
Board Finding Number 12. 
 

The Board of Trustees of the Barbers Hill Independent School District hired 
consultants to review and verify the information in Application #1298. Based 
upon the consultants’ review, the Board has determined that the information 
provided by the Applicant appears to be true and correct. 

 
Board Finding Number 13. 
 

The Board of Trustees has determined that the Tax Limitation Amount 
requested by the Applicant is currently $80 Million Dollars, which is consistent 
with the minimum values currently set out by Texas Tax Code § 313.054(a). 

 
Board Finding Number 14. 
 

The Applicant (Taxpayer ID 32044534082) is eligible for the limitation on 
appraised value of Qualified Property as specified in the Agreement based on 
its “good standing” certification as a franchise-tax paying entity. 

 
 





 
Findings and Order of the Barbers Hill Independent School District  

Board of Trustees under the Texas Economic Development Act on the Application Submitted by 
Lone Star NGL Asset Holdings II LLC (Tax ID 32044534082) (Application #1298) 

 
 
 
 
 
 
 
 
 

EXHIBIT A 
 

Comptroller’s Economic Impact Analysis 
  





































































































































 
 



 

 
Findings and Order of the Barbers Hill Independent School District  

Board of Trustees under the Texas Economic Development Act on the Application Submitted by 
Lone Star NGL Asset Holdings II LLC (Tax ID 32044534082) (Application #1298) 

 
 
 
 
 
 
 
 
 

EXHIBIT B 
 

Summary of Financial Impact on  
Barbers Hill Prepared by 

Education Service Center, Region 12



SUMMARY OF THE FINANCIAL IMPACT OF THE PROPOSED  

LONE STAR NGL ASSET HOLDINGS II LLC PROJECT 
(APPLICATION #1298)  

ON THE FINANCES OF  

BARBERS HILL INDEPENDENT SCHOOL DISTRICT 

UNDER A REQUESTED 
CHAPTER 313 APPRAISED VALUE LIMITATION 

 

 

PREPARED BY 

EDUCATION SERVICE CENTER, REGION 12 
JUNE 24, 2019 



Introduction 

Lone Star NGL Asset Holdings II LLC (“Lone Star” or “Company”) has submitted an 
application to the Barbers Hill Independent School District (“BHISD” or “District”) 
requesting a property value limitation on a proposed project, located within the school 
district boundaries, under Chapter 313 of the Texas Tax Code.  The proposed project is 
a new natural gas liquid (“NGL”) fractionator located in Chambers County, TX. The 
company estimates that the total investment in this project will be in excess of $260 
million. 

Local government entities in Texas, including school districts, rely heavily on the ad 
valorem property tax to fund operations and building projects.  Thus, the property tax 
burden that Texas imposes on individuals and business entities is higher compared to 
most other states.  Seeking to encourage economic development and to attract large 
scale capital investment, the 77th Texas Legislature in 2001 enacted House Bill 1200 
creating Tax Code Chapter 313, the Texas Economic Development Act.  The act as 
amended by the legislature in 2007, 2009, and 2013 now grants eligibility to companies 
engaging in manufacturing, advanced clean energy projects, research and development, 
clean coal projects, renewable electric energy generation, electric power generation using 
integrated gasification combined cycle technology, nuclear electric power generation and 
a computer center used primarily in connection to one of the other categories, or a Texas 
Priority Project.  Under the provisions of this law, the Barbers Hill Independent School 
District may grant a value limitation for maintenance and operation taxes in the amount 
of $80 million dollars for a period of ten years. 

The application calls for the project to be fully taxable for both maintenance and operation 
(M&O) and interest and sinking (I&S) during the 2019-20 and 2020-21 school years.  
Beginning with the 2021-22 school year, the value of the project would be limited to $80 
million for maintenance and operation (M&O) tax purposes and remain limited through 
the 2030-31 school year.  The full value of the project will be taxable for debt service 
purposes using the I&S tax rate in all years of the agreement. 

 

 

 

 

 

 

Revenue Protection Payment to Barbers Hill ISD -    $1,573,458 
Supplemental Payments to Barbers Hill ISD -           $7,403,987 
M&O Taxes Paid to Barbers Hill ISD -                       $16,843,400 
Total Revenue to Barbers Hill ISD -               $25,820,845 
 
Total Tax Savings to Company after all Payments -   $5,015,108 



School Finance Mechanics 

The Texas system of public school funding is based on the ad valorem property tax. 
Schools levy a tax rate for maintenance and operation (M&O) and interest and sinking 
(I&S) against a current year tax roll. State funding is calculated using a prior year value 
certified by the Comptroller’s Property Tax Division (CPTD). Texas school districts are 
funded by some combination of local ad valorem property taxes and state aid. Most of the 
money that a school district generates through the funding formulas is generated in Tier 
1. Local M&O collections at the compressed tax rate generate Tier I funding. In 2018-19, 
a school district’s Tier I revenue is the greater of the adjusted minimum target revenue 
amount or the state share of Tier 1 plus local M&O collections at the compressed rate. 
Beginning with the 2017-18 school year, Additional State Aid for Tax Reduction or ASATR 
was eliminated. Thus all school districts in the state will be formula funded. The Tier 1 
formulas start with a Basic Allotment per student of $5,140. Calculations that use the 
number of students in average daily attendance, the number of students who participate 
in special programs, and adjustments for size, sparsity, and location determine a Total 
Cost of Tier 1. A Local Fund Assignment is determined by multiplying the district’s 
compressed tax rate by the previous year (CPTD) property value. This formula 
determines the local ad valorem property taxes the district must collect in order to satisfy 
the district’s share of the Tier 1 cost. School districts that are relatively property wealthy 
per student fund most of the Total Cost of Tier 1 with local property taxes, while school 
districts that are relatively property poor per student receive most of the Total Cost of Tier 
1 from state aid.  

Barbers Hill ISD is a relatively property rich district per student and so is generating most 
of M&O revenue from local ad valorem property taxes.  In an attempt to provide some 
degree of funding equity among school districts, the formulas provide two equalized 
wealth levels.  A district that exceeds the first equalized wealth level of $514,000 per 
weighted ADA is subject to recapture on taxes collected at the compressed rate. A district 
that exceeds the second equalized wealth level of $319,500 per weighted ADA is subject 
to recapture on revenues collected on pennies that exceed six pennies over the 
compressed rate.  BHISD currently has property wealth per weighted ADA in excess of 
the second equalized wealth level at over $750,000 per weighted ADA.  For this reason, 
BHISD is considered a Chapter 41 or “recapture” district under the current school finance 
system. Lone Star is requesting that the value of the fractionator project be limited to 
$80,000,000 in years one through ten of the agreement, corresponding to the 2021-22 
school year through the 2030-31 school year.  The full value of the project would be 
subject to interest and sinking (I&S) taxes levied by Barbers Hill ISD in all years of the 
agreement. 

House Bill 3, signed into law by the Governor on June 11, 2019, will go into effect on 
September 1, 2019.  The new school finance law will make significant changes to the 



manner in which Texas public school districts are funded.  This report reflects current law; 
school finance revenue templates are not yet available to predict the impact of this project 
under the House Bill 3 school finance changes. 

Underlying Assumptions

A forecast of the financial impact that the proposed value limitation will have on BHISD’s 
future revenue is critical information that will be very useful to the district when making 
the decision to grant the limitation and for the district’s long range financial planning 
process. Analysis for this application covers the 2019-20 through the 2035-36 school 
years. 

The Revenue Protection Clause of the proposed agreement calls for the school district to 
be held harmless against total state and local maintenance and operation revenue losses 
as a result of the value limitation agreement. Revenue protection calculations are to be 
made using whatever property tax laws and school funding formulas are in place at that 
time in years one through ten of the agreement. This stipulation is a statutory requirement 
under Section 313.027 of the Tax Code. 

The approach used in this report was to predict 17 years of base data including average 
daily attendance, M&O and I&S tax rates, maintenance and operation (M&O) tax 
collections and current year (CAD) values and prior year (CPTD) values for each year of 
the agreement. For the purposes of this analysis, final 2017 CPTD values were used as 
well as 2018 CAD values from Chambers County CAD. BHISD currently has several other 
approved Chapter 313 projects.  These values have been included in the base data 
illustrated in Table 1. 

 

 



To isolate the impact of the value limitation on the District’s finances over this 17 year 
agreement, average daily attendance and maintenance and operation tax rates were held 
constant at levels that existed in the 2018-19 school year.  An ADA of 5,448.982, a WADA 
of 6,504.118 and an M&O tax rate of $1.06 are used for each year of the forecast.  A tax 
collection rate of 100% is assumed in all of the calculations used in this analysis.  The 
Chambers County CAD certified value for 2018 was used as the 2018 CAD value. This 
value was used as the basis for subsequent current year (CAD) values in this report. The 
final 2017 T1, T2, T3 and T4 Comptroller Property Tax Division (CPTD) values, certified 
to school districts in late July, 2018, were used as a basis for predicting prior year (CPTD) 
values for each of the agreement years. 

On February 1, 2017 the Texas Education Agency issued a notice of a change in practice 
that will have an impact on the calculation of recapture amounts owed under Chapter 41 
of the Texas Education Code. This change is effective for the 2016-17 school year and 
for future years.  The changes have an impact on the way that recapture is calculated for 
districts that pay recapture and also have approved a local optional homestead exemption 
(LOHE).  Barbers Hill ISD falls into both of these categories and the change in rule has 
been taken into account for all of the calculations used in this analysis. 

The proposed agreement calls for Barbers Hill ISD to be held harmless against total state 
and local revenue losses that might occur as a result of the value limitation being in effect 
for any given year of the agreement.  In order to predict when and if these revenue losses 
may occur, two models were developed.  One model, illustrated in Table 2, incorporates 
the full value of the project into the state and local funding calculations.  The other model, 
shown in Table 3, assumes that only the limited value of the project is available for M&O 
taxation purposes.  In any year of the limitation period where total state and local funding 
with the full project value exceeds the total state and local funding produced when the 
limited value is used, a Revenue Protection Payment is indicated for that year.  The 
results of these calculations are illustrated in Table 4.  

Financial Impact on the School District 

Utilizing the assumptions and methodology described above, total maintenance and 
operation revenue was estimated for each year of the agreement. Table 4, which 
summarizes the difference between the two models, indicates that there will be a total 
revenue loss of $1.573 million over the course of the agreement.  The revenue loss by 
the district, due to the agreement, is estimated to be mostly in the first year of the value 
limitation period.  Most of the reductions in M&O taxes under this agreement are offset by 
reductions in recapture costs that the district would owe under current school finance law.



 

 



Financial Impact on the Taxpayer 

The terms of the proposed agreement call for the maintenance and operation (M&O) 
value of the project to be limited to $80 million starting in school year 2021-22 and 
remaining limited through school year 2030-31.  The potential gross and net tax savings 
to Lone Star are shown in Table 5.  As stated earlier, an M&O tax rate of $1.06 and a 
collection rate of 100% is used throughout the calculations in this report.  Table 5 shows 
gross tax savings due to the limitation of $12.55 million over the length of the contract.  
Net tax savings are estimated to be $12.98 million. To estimate supplemental payments 
to the school district of $100 per ADA, a growth model of ADA was applied to the base 
ADA of 5449, which was the ADA for BHISD through the end of the first six-weeks of the 
2018-19 school year.  The growth factor used was 3.0%, which is in line with the last six 
years of ADA data from TEA as well as demographic studies done by the district. 

Facilities Funding Impact on the District 

Reports submitted by Lone Star show the full value of the property being depreciated over 
time.  Even so, the full value of the project will be available to the district for I&S taxes 
and will enhance the district’s ability to service current and future debt obligations.  Texas 
funding laws provide assistance to school districts for debt service purposes in the form 
of the Instructional Facilities Allotment and the Existing Debt Allotment.  The formulas 
provide a guarantee of $35 per ADA per penny of tax effort.  BHISD has property wealth 
per WADA that exceeds this amount and is thus not eligible for this state assistance.  
While the project is expected to provide additional employment opportunities in the area, 
the impact on student enrollment is predicted to be minimal. 



Conclusion 

The Lone Star project proposed in this application will benefit the community, the district, 
BHISD, and the taxpayer, Lone Star.  The community will receive economic development, 
the taxpayer will enjoy savings on property taxes and the district will be held harmless 
from revenue loss due to the provisions of the agreement.  The district will also enjoy an 
increased value available for I&S tax collections dedicated to debt service that can be 
leveraged to provide first class facilities for faculty and students. 

Remember that the Texas Legislature recently enacted House Bill 3, which will  potentially 
change the impact of this agreement on the finances of Barbers Hill ISD and result in 
estimates that differ significantly from the estimates presented in this analysis. Some of 
the factors that could significantly change these estimates are legislative or administrative 
changes by the Texas Legislature, the Texas Education Agency or the Comptroller of 
Public Accounts.  House Bill 3 contains changes to the school finance formulas, and the 
formulas for evaluating those changes are not yet available.  Other factors which could 
change, and will impact the estimates of this agreement, include changes to property 
values, district tax rates and student enrollment. 


