SARA LEON
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September 4, 2019

Via Electronic Mail and Hand Delivery: Tabita. Collazo@cpa.texas.gov
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Research Analyst

Economic Development & Local Government

Data Analysis & Transparency Division

Texas Comptroller of Public Accounts

111 E. 17th Street
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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
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to the Chambers County Chief Appraiser.
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cc: Dr. Greg Poole, Superintendent, Barbers Hill Independent School District
Mark Apostle, Assistant Controller, Lone Star NGL Asset Holdings II, LLC
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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 LL.C

STATE OF TEXAS §
S
COUNTY OF CHAMBERS §

On the 24" 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 1I 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 11 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/ch3 13/agreement-docs-details.php?id=1298

The Applicant, Lone Star NGL Asset Holdings 1T LL.C (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 $306,133,340 $56,000,000
2020 312 496 808 $20,661,326 $45,338,074 $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 04 $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 Ta]f;tltrll:l\tfztliue Tiztll)rlgait;:liue BHISD 1&S | BHISD M&O ]:flll; ??LSI\/'[I‘&;S C((:)I::'lrgfb'?:x Estimated Total
for 1&S for M&O Tax Levy Tax Levy Levies Levy Property Taxes
Tax Rate! 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 | $148400,000 | $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

Tax 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 Tisatll)rlza\;:iue Tisatll)rlza\;:iue BHISD 1&$ |BHISD M&O IZflldI ??LSN'IT? C?)lzli::;b;l:x Estimated Total
for 1&S for M&O Tax Levy Tax Levy Levies Levy Property Taxes
Tax Rate! 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

Tax 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 25%
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:

limitation agreement?

Tax Year Estimated ISD M&O Estimated ISD M&O Estimated ISD M&O Estimated ISD M&O
Tax Levy Generated Tax Levy Generated Tax Levy Loss as Result Tax Levy Loss as
(Annual) (Cumulative) of Agreement (Annual) Result of Agreement
(Cumulative)
- 2018 $0 $0 $0 $0
Hmitadon 2019 80 80 80 80
2020 $1,060,000 $1,060,000 $0 $0
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
Timiadon 2025 $848,000 $5,300,000 $1,511,560 $8,681,400
(10 Years) 2026 $848,000 $6,148,000 $1,399,200 $10,080,600
2027 $848,000 $6,996,000 $1,2806,840 $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
2031 $1,685,400 $11,225,400 $0 $14,553,300
Maintain Viable 2032 $1,573,040 $12,798,440 $0 $14,553,800
Presence 2033 $1,460,680 $14,259,120 $0 $14,553,300
(5 Years) 2034 $1,348,320 $15,607,440 $0 $14,553,800
2035 $1,235,960 $16,843,400 $0 $14,553,300
2036 $1,123,600 $17,967,000 $0 $14,553,300
2037 $1,011,240 $18,978,240 $0 $14,553,800
2038 $898,880 $19,877,120 $0 $14,553,800
Additional Years 2039 $786,520 $20,663,640 $0 $14,553,800
as Required by 2040 $674,160 $21,337,800 $0 $14,553,300
§ 3(113‘;2:;2)(1) 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 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.

II.

Per Lone Star NGL Asset Holdings 1I, 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.”

. “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.”

Per Comptroller research:

. 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.”

. 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.”

I11. Supplemental information provided by applicant:

A. Energy Transfer is the parent company for ETC Texas Pipeline, LTD and Lone Star Asset
Holdings II, LL.C. 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
¢) 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.



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 Exhibit C,
includes adequate and appropriate revenue protection provisions for the
District.

Board Finding Number 16.

Considering the purpose and effect of the law and the terms of the Agreement,
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 Exhibit C is approved and
herby authorized to be executed and delivered by and on behalf of the Barbers Hill Independent
School District. It is further ORDERED that these Findings and the Auachments 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 Barbers Hill Independent School District.

Dated the 24" day of June, 2019.
BARBERS HILL INDEPENDENT SCHOOL DISTRICT

By: _M/

Geo arfera
President, Board of Trustees

ATTEST:

in &

oard of Trustees

( f s



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



GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 + Austin,TX 78711-3528

January 16, 2019

Dr. Greg Poole

Superintendent

Barbers Hill Independent School District
PO Box 1108

Mont Belvieu, Texas 77580-1108

Re:  Certificate for Limitation on Appraised Value of Property for School District
Maintenance and Operations taxes by and between Barbers Hill Independent School
District and Lone Star NGL Asset Holdings II, LLC, Application 1298

Dear Superintendent Poole:

On October 31, 2018, the Comptroller issued written notice that Lone Star NGL Asset
Holdings I, LLC (applicant) submitted a completed application (Application 1298) for a
limitation on appraised value under the provisions of Tax Code Chapter 313.1 This
application was originally submitted on September 24, 2018, to the Barbers Hill
Independent School District (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 B; and

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

Determination required by 313.025(h)

Sec. 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(b) Applicant is proposing to use the property for an eligible project.

1 All Statutory references are to the Texas Tax Code, unless otherwise noted.

Comptroller.Texas.Gov *« 512-463-4000 + Toll Free 1-800-531-5441 + Fax512-305-9711



Sec. 313.024(d) Applicant has requested a waiver 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)  Notapplicable to Application 1298,

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 B.

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’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, 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 by December 31, 2019.

Note that any building or improvement existing as of the application review start date of
October 31, 2018, 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.

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



Should you have any questions, please contact Will Counihan, Director, Data Analysis &
Transparency, by email at will.counihan@cpa.texas.gov or by phone toll-free at
1-800-531-5441, ext. 6-0758, or at 512-936-0758,

Sincerely,

e e,

Lisa Craven
Deputy Comptroller

Enclosure

cc: Will Counihan

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



Attachment A - Economic Impact Analysis
The following tables summarize the Comptroller’s economic impact analysis of Lone Star NGL Asset Holdings I1, LLC

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

Table 1 is a summary of investment, employment and tax impact of Lone Star NGL Asset Holdings II, LLC.

Applicant Lone Star NGL Asset Holdings II, LLC
Tax Code, 313.024 Eligibility Category Manufacturing
School District Barbers Hill ISD
2017-2018 Average Daily Attendance 5,117
County Chambers
Proposed Total Investment in District $265,000,000
Proposed Qualified Investment $265,000,000
Limitation Amount $80,000,000

| Qualifying Time Period (Full Years) 2020-2021
Number of new qualifying jobs committed to by applicant 12*
Number of new non-qualifying jobs estimated by 0
applicant
Average weekly wage of qualifying jobs committed to by $1.274

| applicant ’
Minimum weekly wage required for each qualifying job by $66,222
Tax Code, 313.021(5)(B) ’
Minimum annual wage committed to by applicant for $66,222

| qualified jobs d
Minimum weekly wage required for non-qualifying jobs $1,191
Minimum annual wage required for non-qualifying jobs $61,920
Investment per Qualifying Job $22,083,333
Estimated M&O levy without any limit (15 years) $30,337,200
Estimated M&O levy with Limitation (15 years) $15,783,400

$14,553,800

Estimated gross M&O tax benefit (15 years)

* Applicant is requesting district to waive requirement to create minimum number of qualifying jobs pursuant to Tax Code,
313.025 (f-1).



Table

2 is the estimated statewide economic impact of Lone Star NGL 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

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

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

Estimated Estimated Barbers Hill Barbers Hill Chambers

Taxable Value | Taxable Value ISD I&S Tax | Barbers Hill ISD | ISD M&0 and | County Tax |Estimated Total

Year for 1&S for M&O Levy M&O Tax Levy |I&S Tax Levies Levy Property Taxes

Tax Rate? 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

Source: CPA, Lone Star NGL Asset Holdings II, LLC
“Tax Rate per $100 Valuation



Table 4 examines the estimated directim
property tax incentives sought being gran
avalue limitation under Chapter 313, Tax

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

pact on ad valorem taxes to the s
ted using estimated market valy
Code and tax abatement with the ¢

e fr

chool district and Chambers County, with all
om the application. The project has applied for
ounty.

Estimated Estimated Barbers Hill Barbers Hill Chambers
Taxable Value | Taxable Value ISD I&S Tax | Barbers Hill ISD ISD M&O and County Tax |Estimated Total
Year for 1&S for M&O Levy M&O Tax Levy |[I&S Tax Levies Levy Property Taxes
Tax Rate? 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

Assumes School Value Limitation and Tax Abatements with the County.

Source: CPA, Lone Star NGL Asse

*Tax Rate per $100 Valuation

any other purpose.

t Holdings II, LLC




Attachment B - Tax Revenue before 25t Anniversary of Limitation Start

This represents the Comptroller’s determination that Lone Star NGL Asset Holdings II, LLC (project) is
reasonably likely to generate, before the 25th anniversary of the beginning of the limitation period, tax
revenue in an amount sufficient to offset the school district maintenance and operations ad valorem tax
revenue lost as a result of the agreement. This evaluation is based on an analysis of the estimated M&0
portion of the school district property tax levy directly related to this project, using estimated taxable values

provided in the application.
’P_L Estimated ISD M&0 | Estimated ISD Mgo | CSumatedISDM&O | Estimated ISD M&0
Tax Year | TaxLevy Generated | Tax Levy Generated Tax Levy Lossas Tax Levy Loss as
(Annual) (Cumulative) Result of Agreement | Result of Agrfaement
(Annual) (Cumulative)
LinsiiEwton 2018 $0 $0 $0 $0
Pre-Years e %0 $0 a0 30
2020 $1,060,000 $1,060,000 $0 $0
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
Limitation 2024 $848,000 $4,452,000 $1,623,920 $7,169,840
Periad 2025 $848,000 $5,300,000 $1,511,560 $8,681,400
(10 Years) 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
2031 $1,685,400 $11,225,400 $0 $14,553,800
Maintain Viable 2032 $1,573,040 $12,798,440 $0 $14,553,800
Presence 2033 $1,460,680 $14,259,120 $0 $14,553,800
(5 Years) 2034 $1,348,320 $15,607,440 $0 $14,553,800
2035 $1,235,960 $16,843,400 $0 $14,553,800
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
Additional Years 2039 $786,520 $20,663,640 $0 $14,553,800
as Required by 2040 $674,160 $21,337,800 $0 $14,553,800
313.026(c)(1) | 2041 $561,800 $21,899,600 $0 $14,553,800
(10 Years) 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&0 levy loss Yes
as aresult of the limitation agreement?

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

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




Attachment C - Limitation as a Determining Factor

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

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

Determination
The Comptroller has determined that the limitation on appraised value is a determining factor in the Lone
Star NGL Asset Holdings II, 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:

e Per Lone Star NGL Asset Holdings II, LLC’sTab 5 of their Application for a Limitation on Appraised

Value:

A. “Asthe 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
determing 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. “Inthe eventa 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.”

e 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. InMay 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 expansicn is expected to be
complete by the end of 2018.”

) 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.”

¢ 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
¢) Additional information provided by the Applicant or located by the Comptroller

Disclaimer: This examination is based on information from the application submitted to the school district

and forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax
Code and is not intended for any other purpose.



Attachment C - Limitation as a Determining Factor

Supporting Information

Section 8 of the Application for
a Limitation on Appraised Value



. Data Analysis and
Texas Comptroller of Public Accounts nsparency
SECTION 6: Eligibility Under Tax Code Chapter 313.024

1. Are you an entity subject to the tax under Tax Code, Chapter 1717 ... / Yes ] ‘ No
2. The property will be used for one of the following activities:
(1) manufacturing ... @ Yes [ | No
(2) research and development ........................oiioeiiii | [ Yes m No
(3) aclean coal project, as defined by Section 5.001, Water Code .......................................... || Yes IZI No
(4) an advanced clean energy project, as defined by Section 382.003, Health and Safety Code ...................... ‘ } Yes m No
(5) renewable energy electric geNeration ....................... ... ‘ J Yes @ No
(6) electric power generation using integrated gasification combined cycletechnology .............................. | j Yes m No
(7) nuclear electric power generation ..................... ..o [ | Yes / No
(8) & 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 [y e T T e — 1 Yes D No
(8) aTexas Priority Project, as defined by 31 3.024(e)(7) and TAC 91051 ..o \ \ Yes / No
3. Are you requesting that any of the land be classified as qualified investment? . ... ... ... ... . . | \ Yes IZ] No
4. Will any of the proposed qualified investment be leased under a capitalized lease? ................................... - 1‘ Yes IZI No
5. Will any of the proposed qualified investment be leased under an operatinglease? .................. .. i, \ Yes IZ] No

6. Are you including property that is owned by a person other than the ] e TR

~N

Will any property be pooled or proposed to be pooled with property owned by the applicant in determining the amount of o
Ut B L Rl L RSP Ss————————————— | Yes | 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
personal 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 | ] Land has existing improvements (complete Section 13)

D Expansion of existing operation on the land (complete Section 13) l ‘ Relocation within Texas
1. Does the applicant currently own the land on which the proposed project will 0cour? ... .............. . LZ] Yes [:l No
2. Has the applicant entered into any agreements, contracts or letters of intent related to the proposed project? .............. } \ Yes ‘ZI No
3. Does the applicant have current business aclivities at the location where the proposed project will occur? .. ............... ] Yes r_{j No
4. Has the applicant made public statements in SEC filings or other documents regarding its intentions regarding the

proposed project I0CatIoN? ... .. i \ | Yes ‘/ ‘ No
5. Has the applicant received any local or state permits for activities on the proposed projectsite? .. .......... ... .......... ‘ Yes No
6. Has the applicant received commitments for state or local incentives for activities at the proposed project site? ............. ] / Yes [Z] No
7. Is the applicant evaluating other locations not in Texas for the proposed project? .. ........... M Yes | \ No
8. Has the applicant provided capital investment or return on investment information for the proposed project in comparison )

with other alternative investment 0pPOTIUNINES? . ..................ooiioe | | Yes IZJ No
9. Has the applicant provided information related to the applicant’s inputs, transportation and markets for the proposed project? . . . . i | Yes No

10. Are you submitting information to assist in the determination as to whether the limitation on appraised value is a determining
factor in the applicant's decision to invest capital and construct the project in Texas? ..................coovnovnoonnoi. @ Yes | [ 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: comptroller.texas.gov/economy/local/ch313/
50-296-A * 03-17/3
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VALUATIONTAX*SOLUTIONS
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Tab 5

Limitation as a Determining Factor

ETC Texas Pipeline, LTD is a leading midstream company whose primary activities include
gathering, treating, processing, and transporting natural gas and natural gas liquids to a variety
of markets and states. Currently, Energy Transfer aperates over 34,050 miles of pipeline, 32 gas
processing plants, 19 gas treating facilities, and 3 gas conditioning plants. The states where
these operations are located include Arizona, New Mexico, Utah, Colorado, Kansas, Cklahoma,
Texas, Arkansas, and Louisiana.

As the primary available property tax incentive in Texas, a 313 agreement is vital to the
proposed Frac VIl Plant economics. Approval of such agreement will be an influential factor in
determing 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 where similar property tax incentives such as
the following are also offered:

® Louisiana offer a 10-year, 100% property tax abatement under that state’s Industrial Tax
Exemption program as well as additional state sales tax incentives
® New Mexico offers Industrial Revenue Bonds and Job Training incentive programs

The vast footprint of ETC provides substantial flexibility in where future facilities or investments
may be located. Capital investments are allocated to projects and locations based on expected
economic return and property tax liabilities can make uUp a substantial ongoing cost of
operation. In the event a 313 agreement is not permitted, Energy Transfer will relocate Frac VI
to another area maore 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 £3s processing plant within their county. It is our goalto
reach a 313 value limitation agreement for Frac VIl for the benefit of both Chambers County,
Texas, and Energy Transfer.

AUSTIN * DALLAS - DENVER
1900 DALROCK ROAD * ROWLETT, TX 75088 * T (469) 298-1594 * F {469) 298-1595 * keatax.com
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Supporting Information
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provided by the Applicant or
located by the Comptroller



COMPTROLLER QUERY RELATED TO TAX CODE CHAPTER 313.026(c)(2)
— Barbers Hill CISD- Lone Star Asset Holdings IT, LLC App. #1298

Comptrolier Questions (via email on J anuary 1, 2019):

1. What is the relation between ETC Texas Pipeline, LTD, Energy Transfer, and
Lone Star NGL Asset Holdings II, LLC

Applicant Response (via email on January 1, 2019):

1. 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.
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LIQUIDS TRANSPORTATION AND SERVICES SEGMENT

Natural Gas Liquids (NGLs) pipelines transport demethanized mix (Y-grade or raw make) from natural gas
processing plants to fractionation plants and storage facilities. NGL fractionators separate Y-grade into purity
products. Those purity products typically include ethane, propane, iso-butane, normal butane and natural gasoline.
NGL storage facilities store Y-grade, purity products and petrochemical feedstocks in underground salt caverns.
These products are staged to meet the needs of their customers

Through our liquids transportation and services segment, we own: approximately 3,181 miles of NGL pipelines with
an aggregate transp ion ity of approxi ly 977,000 Bbls/d; four NGL fractionators and a propane de-
ethanizer in Mont Belvieu and fractionators at King Ranch and Geismar, LA, with an aggregate capacity of 545,000

https://www.energytransfer.com/ops_ngl.aspx

2/5



1/4/2019 Operations - Natural Gas Liquids

Bbls/d; and NGL storage facilities in Mont Belvieu and Hattiesburg with aggregate working storage capacity of
approximately 53 million Bbls. The NGL pipelines primarily transport NGLs from the Permian, Delaware, Barnett and
Eagle Ford Basins to Mont Belvieu.

Liquids transportation is principally from fees charged to customers under dedicated or take-or-
pay contracts. Under a dedicated contract, the customer agrees to deliver the total output from particular processing
plants that are connecled to the NGL pipeline. Take-or-pay contracts have minimum throughput commitments
requiring the customer to pay regardless of whether volume is transported or not.

NGL ionation revenue is principally generated from fees charged to customers under take-cr-pay coniracts.
Take-or-pay confracts have minimum payment obligations for throughput commil quiring the to pay
regardless of whether a fixed volume raw make is fractionated into purity products or not. Fractionation fees are
market-based and are negoliated with customers at rates competitive with other Gulf Coast fractionators.

This segment also includes revenues earned from marketing NGLs.

NGL storage revenues are derived from base storage fees and throughput fees. Base storage fees are firm contracts
based on the reserved storage capacity, regardless of the capacity actually used. Fees are also charged for the
receipt and delivery of products, lcading and unloading and for in-well transfers,

The following details our assets in the liquids transportation and services segment. Certain assets, as discussed
below, are owned by ETC/Lone Star in which we have a 100% interest.

Lone Star Express

¢ Capacity of 507,000 Bbls/d
< Approximatsly 532 miles of NGL transmission pipelines

The Lone Star Express System, owned by Lone Star, is an interstale NGL pipeline consisting of 24-inch and 30-inch

long-haul, mixed NGLs transportation pipeline that can deliver up to 507,000 Bbis/d of capacity from processing plants in
the Permian Basin and Barnett Shale to Mont Belvieu NGL storage and fractionation facilities.

West Texas Gateway Pipeline

< Capacity of 240,000 Bbls/d
= Approximately 570 miles of NGL transmission pipeline

The West Texas Gateway Pipaiine, owned by Lone Star, began service in Di 2012 and NGLs
produced in the Parmian and Delaware Basins and the Eagle Ford Shale to Mont Belvieu, Texas.

Justice Pipeline

= Capacity of 375,000 Bblsid
© Approximately 127 miles of NGL transmission pipeline

Other NGL Pipelines

© Aggregate capacity of 150,000 Bbls/d
< Approximately 147 miles of NGL transmission pipelines

Other NGL pipelines include the 87-mile Libsrty pipaline with a capacity of 140,000 Bbisid, the 45-mile Freedom pipeline
with a capacity of 56,000 Bbls/d and the 15-mile Spirit pipeline with a capacity of 20,000 Bbis/d.

Mont Belvieu Facilities

© Working storage capacity of approximatsly 50 million Bbls
o Approximataly 185 miles of NGL transmission pipelines
= 520,000 Bbls/d NGL and propane fractionation faclilties

The Mont Belvieu storage facility, owned by Lone Star, is an integrated liquids storage facility with over 50 million Bbis of
salt dome capacity providing 100% fee-based cash flows. The Mont Beivieu storage facility has access o multiple NGL
and refined product pipelines, the Houston Ship Channel, and numerous p i plants, refineries and
fractionation facilities.

Hattiesburg Storage Facility
© Working storage capacity of approximately 3.0 million Bbls
The Hattiesburg storage facility, owned by Lone Star, is an integrated liquids storage facility with approximately 3.0

millicn Bbls of salt dome capacity, providing 100% fee-based cash flows. The facility has a 22 spot rail unioading and
loading facility and six truck bays.

Sea Robin Processing Plant

hitps://iwww.energytransfer.com/ops_ngl.aspx
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= One processing plant with 320 MMcf/d residue capacity and 9,000 Bbls/d NGL capacity
4 18.5% non-operating interest held by Lone Star

Sea Robin is a rich gas processing plant focated on the Sea Robin Pipeline in southermn Louisiana. The plant, which is
connected to nine interstate and four intrastate residus pipelines as well as various deep-water praduction flelds, has a
residue capacity of 320 MMcf/d and an NGL capacity of 9,000 Bbls/d.

Refinery Services

= One processing plant (Chalmette) with capacity of 54 MMciid
2 Ona NGL fractionator with 25,000 Bbls/d capacity
@ Approximately B5 miles of NGL pipelines

The y Services ists of a refinery off-gas processing and O-grade NGL fractionation complex located
along the Mississippi River refinery corridor in southern Louisiana that cryogenically processes refinery off-gas and
fractionates the O-grade NGL stream Into its highar value components. The O-grade fractionator located in Geismar,
Loulsiana Is connected by approximately 80 miles of pipeline to the Chaimette processing plant with a lateral into
Convent. The also ives and p up to 2,000 bpd of raw mix via tank truck. Raw Mix
spacifications ara beluw

Lone Star Contacts
NGL Transportation and Fr
Mark McKea 713-989-2773

NGL and Refined Products Storage:
Valerie White 713-989-2729

Reflnery Services:

Brian Webb 713-989-2318

Butans Blending Contacts
To learn more about our patented Automated Butane Blending System, click here

Dan Myers 281-637-6522
Charles Maler 267-521-8915

To viaw the applicable Lone Star NGL Tariffs and product specifications, please click on the links below.
© West Texas Pipeline Intrastate Service Tariff 124 ( Currgg;jyiggm)
ulations Tarifl |

( West Texas Pipaline )
g mmmm:a_mmnmwmw
EERC Tariff No. 1.1.0 - Rules ang Regulations (Currently Effective)

FERC Tariff No. 33& - Rates (Currentiy Effective)
” Y-Grade Specifications

E P

P
2 arvi Elul.an Mix &ﬁulﬂnng Pentan: Mix Specifications
JLELCQ_EDQHHQ Intraslate Service Tariff 107.2 ( Currently gm;cnua)

ETC NGL Contacts

NGL Transportation:

Mark McKee 713-988-2773

To view the current ETC NGL Plpeline Tarlffs and product specifications, please click on the links below.

Maammﬂmmt Currently Eifective )
mmﬂsnmﬂwmwgg I

https://www.energytransfer.com/ops_ngl.aspx
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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
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Introduction

Lone Star NGL Asset Holdings Il 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.

fRevenue 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

KTotaI Tax Savings to Company after all Payments - $5,015,108 j
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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 | funding. In 2018-19,
a school district’s Tier | 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
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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&0O 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.

Table 1 Base District Information
Barbers Hill ISD with Lone Star NGL Asset Holdings Il, LLC Project # 1298
CPTD Value | CFTD Value
Yearof School MAEQ Tax | I&S Tax | CAD Value No | CAD Value with CPTD With ‘with
Agreement Year ADA | WADA Rate Rate Limit Limitation CFTD No Limit Limitation w::rw Limitation
per WADA
0 2019-20 5612 6699 $1.0600| $0.2698| 55035673585) $5.035673.585) $4720537.280| $4.729,537.280 §705,994 $705,994
QTP 1 2020-21 5781 6900/ $1.0600| $0.2698| $5055685617| $5055685617) 55035673585 $5.035,673.585 §729.798 $729,798
QTP2L1  |2021-22 5954 7107] $1.0600, 502698 96040613661 $5.855613.661| 355955685617 $5.955.685617 $837.991 $837.991
L2 2022-23 | 6133] 7.320] $1.0600] $02698| $6657.479.380| $6.483.079.380) $6.040,613.661| $5.855.613.661 $825.186 $799.913
L3 2023-24 | 6317| 7.540) $1.0600| $02698| S$7.317.720,398| §7.153.920,308| $6,657.479.380| $6.483,079.380 $862.964 $859.834
L4 2024-25 6506 7.766| $1.0600 5$0.2698) 59007882318 $8.854682318| $7.317.720.308| §7.153.920398 $042 264 $921,172
LS 2025-26 6,702 7999 $1.0600 5026968 $9207615414] $9.065015414| $9.007.882318) $8.854682318] $1.126112| $1.106,960
L& 2026-27 6903 B8239] $1.0600 5026968 $9.066,357.002] $8.934 357002 $9.207615414| $9.065.015414| $1.117.555] $1.100,247|
L7 2027-28 7.110] 8.486] $1.0600 502698 $59769.302.306] $9.647.902306] $9.066357.002) $8.934357,002| $1.068.359) $1.052 805
L8 2028-29 7323 8.741| $1.0600 502698 59801140827 $9.780340827| $9.760.302.306) $9.647.902306| $1.117.663] $1.103.774
L9 2029-30 7.543] 9003] $1.0600 502698 59701450625 $9.601.250625 5968011490827 $9.780.340827| $1.098.643| $1.086,337|
L10 2030-31 7769 9273 $1.0600 502698 59748149197 $9.658540197| 59.701.450.625) $9.601.250625| $1.046187| $1.035,382
MVP1 2031-32 8.002] 9551 $1.0600 50.2698| $10633,176.234| $10.633.176.234| 59,748 149.197| $9.658.540197| $1.020.605] $1.011,224
MVP2 2032-33 8,242 90838 $1.0600 502698 $10.526.495.152| $10,526.495,152| $10,633,176.234| $10633,176,234| $1.080.840| $1,080,840
MVP3 2033-34 8.489| 10.133| $1.0600 $0.2698| $10.312,111.313] $10.312111.313] $10,526,495,152| $10,526.495152| $1.038.831| $1.038.831
MVP4 2034-35 8.744| 10437| $1.0600 $0.2698| $10,102,641.128| $10.102641.128| $10.312,111.313| $10.312.111,313 $088,033 988,033
MVPS 2035-36 9006/ 10.750] $1.0600 5026968 59896957 116] $9.896 957,116 $10,102.641.128| $10,102.641,128 $939,770 $939,770
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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.
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Table 2 "Baseline Revenue Model" - Project Value Added with No Value Limitation
Barbers Hill ISD with Lone Star NGL Asset Holdings Il, LLC Project # 1298
M&0 Rev M&0 Rev
FromLocal | FromLocal | M&ORev
Year of School | Foundati Available | T2Xes (netof | Taxes(upto | FromLocal | Recaptureat |Recaptureat| . Total
Yaar Fund Fund recapture and | $.06 above | Taxes (netof | the $514,00 |the $319,500 State Aid General
Agreement Sehool Sehool up to compressed any Level Level Fund
compressed rate; no recapture)
rate) recapture)
0 2019-20 $1060892| $1080796] $41.4390485 $3,021,404 $0 $8,017 250 $0 $0| $47 520578
QTP 1 2020-21 $1,907,531 $2,043,368 $44 754,015 $3573.411 $0 $14,802 841 $0 $0| $52,278.326
QTP2IL1 _ [2021-22 $1,157,677| $1,089,796] $39.752.292]  $3,624,368 50| $20,653,845 $0 $0| $45624,133
L2 2022-23 $1,151,298 $2,043,368 41,941,383 $3,994 488 0 $24 633,411 $0 $0| $49.130,537
L3 2023-24 $743.204]  §2,352.773]  $41,554,161 4,390,638 50| $31,623.133 $0 80| $49,040,866
L4 2024-25 $638631| §1,089,796] 48,396,821 §5.404,729 50| $41,682,002 80 80| $55,529,978
L5 2025-26 $645770] $2043368] $39473023]  $5524,569 0]  $52,603,131 $0 $0| $47,686,731
L6 2026-27 $644.796] §$1089.796] $39.181953]  $5439.814 50| §51.481,617 80 $0| $46,356,360
L7 2027-28 $648079] §2043,368] $41562142] 5861581 50| $56,130,881 50 $0[ $50,116,071
L8 2028-29 $651,910 $2,352.773 38,872,489 $5,934 690 0 $60,039,009 $0 $0| $47.811,862
L9 2029-30 $650,124 $1,089,796 $39,142.813 $5,820.870 50 $57.871.694 $0 $0| $46.703.604
L10 2030-31 $650,667| $2,043,368] $38935027|  $5848,890 50| $58,546 465 $0 $0| $47.477,951
MVP1 203132 $654832] $1089796] $43376883]  $6,379,906 0]  $62,954.880 50 50| $51,501.417
MVP2  [2032-33 $657.499] 2043368 $38526899]  $6.315.897 50| $66,738,052 $0 80| $47.543,664
MVP3  [2033-34 $656,205| 2352773 $37.773.713]  $6.187.267 50| $65,347.400 80 $0| $46,970,048
MVP4 _ [2034-35 $653458]  $1,089.796] $39,165120] 6,061,585 0]  $61,861,291 $0 $0| $46,969,959
MVP5  [2035-36 $652,579] $2,043,368] $38054,344]  $5938.174 50| $60,915,228 80 $0| $46,668,465
Table 3 "Value Limitation Revenue Model" - Project Value Added With Value Limit
Barbers Hill ISD with Lone Star NGL Asset Holdings Il, LLC Project # 1298
M&0 Rev M&0 Rev
From Local From Local M&O Rev
Taxes (netof | Taxes(upto | From Local | Recapture at |Recapture at Total
[ ’1‘,::"' :“"'ml Fund | s “I“""' | Fung | recaptureand | $.06 above | Taxes (netof | the $514,000 |the $313,500 a:nu General
Agreement upto compressed any Level Level Fund
T rate; m, recapture)
0 2019-20 $1,069.892| $1089796] $41439485]  $3.021.404 $0 $8,917,250 $0 80| $47,520578
QrP1__ [2020-21 $1007531] $2043368] $44754015]  §3,573.411 $0[  $14,802,841 $0 80| $52,278,326
QTP2IL1 2021-22 $1,139.496 $1,089.796 $38,549,882 $3,513,368 $0 $20,006,254 $0 $0| $44,292 543
L2 2022-23 $1,276.753| $2043368] $42093.002(  $3.889.848 $0|  $22737.702 $0 $0| $49,303,061
L3 2023-24 $850257| $2352773] $41680,720]  $4,292,358 $0[  $29858574 $0 $0] $49,185,108
L4 2024-25 $637.280|  $1,089,796] $48,629.563|  $5,312,809 $0|  $390917,260 $0 $0| $55,669.449
L5 2025-26 $644559| $2043368] $39,506.826]  $5439.009 $0|  $51,143328 80 80| $47,633.763
L6 2026-27 $643687|  $1089.796] $39,194,719 35,360,614 50| $50,148 851 50 $0] $46,288,.817
L7 2027-28 $647,935|  $2043,368]  $41,627.756 35,788,741 0|  $54.851.267 30 30| $50,107,801
L8 2028-29 $650,963| $2352773] $38.899.311 35,868.210 50| $58.904.187 50 50| §47.771.257
L9 2029-30 $649.276| $1080796] $39,158,789]  §5.760,750 $0]  $56853717 $0 80| $46658612
L10 2030-31 $649.898|  $2043368] $38,962,065  $5.795,130 30| $57.623426 30 30| 347,450,462
MVP1 (203132 $654576 $1080796] $43754.314]  $6.379,906 $0|  $62577.448 $0 $0| $51,878,592
MVP2 _ [2032-33 $657.499| $2043368] $38526,809]  $6,315,897 $0|  $66,738,052 $0 $0] $47,543 664
MVP3 _ |203334 $656,205|  $2352,773] $37,773,713|  $6,187,267 $0|  $65347,400 $0 $0| $46,970,048
MVP4  [2034-35 §653458| $1089796] $30,165.120]  $6.061,585 $0|  $61,.861291 80 80| $46,969.959
MVP5 _ [2035-36 $652579] $2043368] $38054344]  §5938.174 $0] $60915228 $0 50] $46,688 465
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Table 4 "Baseline Revenue Model” Less "Value Limitation Model"
Barbers Hill ISD with Lone Star NGL Asset Holdings Il, LLC Project # 1298
M&O Rev M&O Rev
FromLocal | FromLocal | M&0ORev
Taxes (netof | Taxes(upto | FromLocal | Recapture at |Recapture at Total
A:’""' . s::::" :""I "M""M s‘:‘"""l :;:ud recapture and | $.06 above | Taxes (netof | the $514,000 |the $319,500 s::':u General
up to compressed any Level Level Fund
compressed rate; no recapture)
rate) recapture)

0 2019-20 50 $0 $0 $0 $0 $0 $0 50 50
QTP 1 2020-21 S0 $0 $0 $0 $0 $0 $0 $0 $0
QTP2/IL1__ |2021-22 -$18.181 $0|  -§1202.410 -$111,000 $0 -$647.590 $0 $0| -$1.331.501
L2 2022-23 §125 455 50 $151,709 5104 640 $0]  -$1,895.700 $0 50 50
L3 2023-24 $115,963 S0 $126,559 -$98 280 $0 -$1,764,559 $0 %0 %0
L4 2024-25 -$1.351 $0 §$232.742 -$91,920 $0 -$1,764,742 $0 g0 g0
L5 2025-26 -$1.211 50 $33,803 -$85,560 $0]  -$1459.803 $0 50 $52,968
L6 202627 $1.110 $0 $12,767 -§79.200 $0|  .$1.332.767 $0 $0 $67,543
L7 2027-28 -§1.045 $0 $65.615 -$72.840 $0]  $1.279615 $0 $0 -$8.270
L8 2028-29 5047 50 $26,822 _$66,480 50| $1,134822 $0 50 $40,605
L9 2029-30 -5848 S0 $15,976 -$60,120 $0 -$1,017,976 $0 $0 -$44 992
L10 2030-31 5769 $0 $27,039 -§53,760 $0 -$923,039 $0 $0|  -$27.490
MVP1 2031-32 5256 50 $377.431 $0 $0 -$377.431 $0 50 50
MVP2 __ |2032-33 S0 $0 $0 $0 $0 $0 $0 $0 $0
MVP3 _ |2033-34 50 $0 $0 50 $0 $0 $0 $0 $0
MVP4__ [2034-35 50 50 50 $0 $0 $0 $0 50 50
MVP5 _ |2035-36 S0 $0 $0 $0 $0 $0 $0 $0 $0

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.
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Table 5 Estimated Financial Impact
Barbers Hill ISD with Lone Star NGL Asset Holdings Il, LLC Project #1298
Tax Benefit to School
; Estimated A Taxes TaxSavings| Company | S0P | Ectimated | District | company
A;::‘;::m Ss';::' P\';;’I‘::’ Taxable Sﬁ':;s M3OTax Before J:I’l‘flj‘:; @ Projected|  Before R“g'f;:z’e NotTax | Bencfit Tax
Value Rate | ValueLimit M&O Rate Revenue Benefits $100 per Benefit
i Losses
Protection ADA
0 2019-20 $0| 50} $0| 1.0600] 50| $0| $0f $0| $0| $0f $0| 5
QTP 1 2020-21 | $100,000,000] $100,003,000) $0 1.0600]  $1,060,000] $1,060,000 50 $0 50 50 $578,084] -$578,084
QTP21L1 2021-22 | $265,000,000] $80,003,000] $185,000,000 1.0600f  $2,809,000] $848,000 $1,861,000f $1,961,000] -$1,331,591 $629,409) $595,427| $33,983
L2 2022-23 | $254,400,000 80,000,001 174,400,000 1.0600] 2,696,640 848,000] 1,848,640} 1,848 640 0 1,848,640} 613,290] $1,235,350)
L3 2023-24 | $243,800,000 80,000,001 163,800,000 1.0600] 2,584,280 848,000] 1,736,280} 1,736,280 0 1,736,280 631,688] $1,104,599
L4 2024-25 | $233,200,000] $80,000,000) $153,200,000 1.0600] 2,471,920] 848,000] 1,623,920) 1,623,920] 0) 1,623,920 630,639]  $973,281
L5 2025-26 | $222,600,000] $80.008,000) $142,600.000 1.0600)  $2.359,560) $848.000]  $1.511.560) $1,511.560] -$52,268]  $1458,592 $670.158]  $788.434
L6 2026-27 | $212,000,000] $80.008,000) $132,000.000 1.0600) 2,247, 200] $848,000 1,399, 200) 1,399, 200] -$67.543) 1.331,657] 690,263 641,394
L7 2027-28 | $201,400,000f $80.000,000) $121,400.000 1.0600) 2,134,840 $848,000 1,286,840) 1, 286,840] -$8,270) 1,278,570 710,971 567,509
L8 2028-29 | $190,800,000] $80,003.000) $110.800.000 1.0600] 2,022 480] $848,000 1,174, 480) 1,174 480] -$40,605) 1,133,875 732,300] b401,575
L9 2029-30 | $180,200,000] $80,00C,000] $100,200,000 1.0600) 1,910,120 $848,000]  $1.062,120) $1,062,120] -$44,002]  $1.017,12§) §754.269]  $262,859
L10 2030-31 169,600,000] $80,000,000] $89,600,000 1.0600) 1,797,760 $848,000 $949,760) $949,760 -$27 490 $922,270) $776,897|  $145,373
MVP1 2031-32 159,000,000] $158,003,000) $0 1.0600) 1,685,400| $1,685,400 $0) $0 $0 $0) $0) [
MVP2 2032-33 1148,400,000] $148,4006,000) $0 1.0600) 1,573,040 $1,573,040 $0} $0j $0j $0 $0 b
MVP3 2033-34 | $137.800,000| $137 808,000 $0| 1.0600]  $1,460,680] $1,460,680 $0f $0| $0| $0f $0| b
MVP4 2034-35 | $127,200,000| $127,208,000) $0| 1.0600]  $1,348,320] $1,348,320 $0f 30| $0| $0f $0| B
MVP5 | 203536 | $116,600.000| 500,000 $O[ 10600 $1.235,960] 1,235,060 Bt 50 ¢ pi¥ b4 5
TOTALS $31,307,200 $16,843.400] $14553800]  $14,553.800| -$1,573458] $12.980,342] $7,403987| $5,576,355
NOE HCNOCI LISTICT KEVENUS- LOSS BSUMAtes are supject I Cnange Dasea on various ractors, INCluaing 1egisiauve ana | 8xXas Eaueatcn Agency aaminisirauve cnanges
to scheel finance formulas, year-to-year project appraisal values, and changes in schoel district tax rates. Additicnal information on the assumptions used in preparing
these estimates is provided in the narrative of this Report,

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 1&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.



