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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 23rd day of September, 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 #1336) 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 #1336, and the 
economic impact of that Application: 

 
 On January 21, 2019, 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 #1336 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://assets.comptroller.texas.gov/ch313/1336/barbers-1336-lone-app.pdf 
 
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 March 1, 2019.  

 
 After receipt of the Application, the Texas Comptroller of Public Accounts caused to be 
conducted an economic impact evaluation on 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:  

 
hhttps://comptroller.texas.gov/data/property-tax/pvs/2018p/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 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 $8,000,00 
2024 12 19 31 $794,666 $5,205,334 $6,000,000 
2025 12 16 28 $794,666 $4,205,334 $5,000,000 
2026 12 20 32 $794,666 $4,205,334 $5,000,000 
2027 12 26 38 $794,666 $5,205,334 $6,000,000 
2028 12 34 46 $794,666 $6,205,334 $7,000,000 
2029 12 41 53 $794,666 $6,205,334 $7,000,000 
2030 12 48 60 $794,666 $7,205,334 $8,000,000 
2031 12 50 62 $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  

Barbers Hill 
ISD I&S 
Tax Levy 

Barbers Hill 
ISD M&O 
Tax Levy 

Barbers Hill ISD 
M&O and I&S 

Tax Levies 

Chambers 
County Tax 

Levy 
Estimated Total 
Property Taxes 

   Tax Rate1 0.2698 1.0600  0.5425  
2020 $20,000,000 $20,000,000  $53,960 $212,000 $265,960 $108,510 $374,470 
2021 $265,000,000 $80,000,000  $714,970 $848,000 $1,562,970 $718,876 $2,281,846 
2022 $257,050,000 $80,000,000  $693,521 $848,000 $1,541,521 $697,310 $2,238,831 
2023 $249,100,000 $80,000,000  $672,072 $848,000 $1,520,072 $675,744 $2,195,815 
2024 $241,150,000 $80,000,000  $650,623 $848,000 $1,498,623 $654,177 $2,152,800 
2025 $233,200,000 $80,000,000  $629,174 $848,000 $1,477,174 $632,611 $2,109,785 
2026 $225,250,000 $80, 000,000  $607,725 $848,000 $1,455,725 $611,045 $2,066,769 



2027 $217,300,000 $80,000,000  $586,275 $848,000 $1,434,275 $589,478 $2,023,754 
2028 $209,350,000 $80,000,000  $564,826 $848,000 $1,412,826 $567,912 $1,980,738 
2029 $201,400,000 $80,000,000  $543,377 $848,000 $1,391,377 $546,346 $1,937,723 
2030 $193,450,000 $80,000,000  $521,928 $848,000 $1,369,928 $524,780 $1,894,708 
2031 $185,500,000 $185,500,000  $500,479 $1,966,300 $2,466,779 $1,006,427 $3,473,206 
2032 $177,550,000 $177,550,000  $479,030 $1,882,030 $2,361,060 $963,294 $3,324,354 
2033 $169,600,000 $169,600,000  $457,581 $1,797,760 $2,255,341 $920,161 $3,175,502 
2034 $161,650,000 $161,650,000  $436,132 $1,713,490 $2,149,622 $877,029 $3,026,651 

         
   Total $8,111,672 $16,051,580 $24,163,252 $10,093,699 $34,256,951 
         
   Diff $0 $15,817,850 $15,817,850 $6,218,278 $22,036,128 

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  

Barbers Hill 
ISD I&S Tax 

Levy 
Barbers Hill ISD 
M&O Tax Levy 

Barbers Hill ISD 
M&O and I&S 

Tax Levies 

Chambers 
County Tax 

Levy 
Estimated Total 
Property Taxes 

  Tax Rate1 0.2698 1.0600  0.5425  
2020 $20,000,000 $20,000,000  $53,960 $212,000 $265,960 $108,510 $374,470 
2021 $265,000,000 $265,000,000  $714,970 $2,809,000 $3,523,970 $1,437,752 $4,961,722 

2022 $257,050,000 $257,050,000  $693,521 $2,724,730 $3,418,251 $1,394,620 $4,812,871 

2023 $249,100,000 $249,100,000  $672,072 $2,640,460 $3,312,532 $1,351,487 $4,664,019 
2024 $241,150,000 $241,150,000  $650,623 $2,556,190 $3,206,813 $1,308,355 $4,515,167 
2025 $233,200,000 $233,200,000  $629,174 $2,471,920 $3,101,094 $1,265,222 $4,366,316 
2026 $225,250,000 $225,250,000  $607,725 $2,387,650 $2,995,375 $1,222,089 $4,217,464 
2027 $217,300,000 $217,300,000  $586,275 $2,303,380 $2,889,655 $1,178,957 $4,068,612 
2028 $209,350,000 $209,350,000  $564,826 $2,219,110 $2,783,936 $1,135,824 $3,919,761 
2029 $201,400,000 $201,400,000  $543,377 $2,134,840 $2,678,217 $1,092,692 $3,770,909 
2030 $193,450,000 $193,450,000  $521,928 $2,050,570 $2,572,498 $1,049,559 $3,622,057 
2031 $185,500,000 $185,500,000  $500,479 $1,966,300 $2,466,779 $1,006,427 $3,473,206 
2032 $177,550,000 $177,550,000  $479,030 $1,882,030 $2,361,060 $963,294 $3,324,354 
2033 $169,600,000 $169,600,000  $457,581 $1,797,760 $2,255,341 $920,161 $3,175,502 
2034 $161,650,000 $161,650,000  $436,132 $1,713,490 $2,149,622 $877,029 $3,026,651 

         

   Total $8,111,672 $31,869,430 $39,981,102 $16,311,977 $56,293,079 
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. This evaluation is based on an 
analysis of the estimated M&O portion of the school district property tax levy 
directly related to this project, using estimated taxable values provided in the 
application. 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 $212,000 $212,000 $0 $0 

Limitation 
Period 

(10 Years) 

2021 $848,000 $1,060,000 $1,961,000 $1,961,000 
2022 $848,000 $1,908,000 $1,876,730 $3,837,730 
2023 $848,000 $2,756,000 $1,792,460 $5,630,190 
2024 $848,000 $3,604,000 $1,708,190 $7,338,380 
2025 $848,000 $4,452,000 $1,623,920 $8,962,300 
2026 $848,000 $5,300,000 $1,539,650 $10,501,950 
2027 $848,000 $6,148,000 $1,455,380 $11,957,330 
2028 $848,000 $6,996,000 $1,371,110 $13,328,440 
2029 $848,000 $7,844,000 $1,286,840 $14,615,280 
2030 $848,000 $8,692,000 $1,202,570 $15,817,850 

Maintain Viable 
Presence 
(5 Years) 

2031 $1,966,300 $10,658,300 $0 $15,817,850 
2032 $1,882,030 $12,540,330 $0 $15,817,850 
2033 $1,797,760 $14,338,090 $0 $15,817,850 
2034 $1,713,490 $16,051,580 $0 $15,817,850 
2035 $1,629,220 $17,680,800 $0 $15,817,850 

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

(10 Years) 

2036 $1,544,950 $19,225,750 $0 $15,817,850 
2037 $1,460,680 $20,686,430 $0 $15,817,850 
2038 $1,376,410 $22,062,840 $0 $15,817,850 
2039 $1,292,140 $23,354,980 $0 $15,817,850 
2040 $1,207,870 $24,562,850 $0 $15,817,850 
2041 $1,123,600 $25,686,450 $0 $15,817,850 
2042 $1,039,330 $26,725,780 $0 $15,817,850 
2043 $955,060 $27,680,840 $0 $15,817,850 
2044 $870,790 $28,551,630 $0 $15,817,850 
2045 $786,520 $29,338,150 $0 $15,817,850 

      
  $29,338,150 is greater than $15,817,850  
      
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 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: 

• Per Lone Star NGL Asset Holdings II LLC in 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 VIII 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. “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 
up a substantial ongoing cost of operation. In the event a 313 agreement is not 
permitted, Energy Transfer will relocate Frac VIII 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 VIII for the benefit of 
both Chambers County, Texas, and Energy Transfer.” 

• On November 13, 2018 in the 2018 ET RBC Conference Presentation Energy Transfer 
stated “Lone Star is the fastest growing NGLs business in Mont Belvieu. Fracs I through 
V in-service. Fracs VI and VII expected in-service Q1 2019 and Q1 2020, respectively. Plot 
plan in place for additional Frac on existing footprint (7 fractionators in Total) ... ET’s Lone 
Star presence in Mont Belvieu combined with its Nederland terminal provide opportunities 
for multiple growth projects.” 

• On November 7, 2018 in a press release Energy Transfer stated “The company maintains 
a leading position for NGL fractionation, and with the completion of Fractionators VI and 
VII, Lone Star will be capable of fractionating over 900,000 barrels per day at Mont Belvieu 
supported by long-
it will expand the Lone Star Express Pipeline ... This new pipeline will provide capacity for 
the significant transportation commitments Lone Star has secured from the Delaware and 
Permian Basins.” 

• On November 8, 2018 Pipeline & Gas Journal reported that “Energy Transfer’s Lone Star 
NGL subsidiary will expand the Lone Star Express Pipeline ... the projects will connect 
constrained production from the Delaware and Permian Basins to Lone Star’s rapidly 
expanding Mont Belvieu complex, where the seventh fractionator will add 150,000 bpd of 



capacity.” 
• The qualified property for the Fractionator VIII (Application #1336) will be placed next to 

the qualified property of Fractionator IV (Application #1034) and adjacent to the qualified 
property of Fractionator VII (Application #1298). The qualified property of Fractionator 
V (Application #1035) was placed to the right of Fractionator IV and adjacent to both the 
qualified property of Fractionator III (Application #1016) and Fractionator VII. 
Fractionators III-V are in service. Commercial operations for Fractionators VI-VIII are 
estimated to begin on Q1 2019, Q1 2020, and Q4 2020, respectively. (See attached map 
provided by the Comptroller) 

 
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 #1336. 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. 
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EXHIBIT A 
 

Comptroller’s Economic Impact Analysis 
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EXHIBIT B 
 

Summary of Financial Impact on  
Barbers Hill Prepared by 
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LONE STAR NGL ASSET HOLDINGS II, LLC. PROJECT 
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UNDER A REQUESTED 

CHAPTER 313 APPRAISED VALUE LIMITATION 
 
 

PREPARED BY 
EDUCATION SERVICE CENTER, REGION 12 

AUGUST 22, 2019 
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Introduction 
Lone Star 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 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 M&O (maintenance and 
operation) and I&S (interest and sinking) 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 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 -                  $1,831,500 
Supplemental Payments to Barbers Hill ISD -                          $7,403,987 
Total Revenue to Barbers Hill ISD                                            $9,235,487 

 
Total Tax Savings to Company after all Payments -                 $5,537,788 
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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. As a result of House Bill 3, as passed by the 86th 
Texas Legislature, signed into law, and effective in relevant part, on September 1, 2019, 
State funding is calculated using current year property value, which is a significant change 
from prior law which has relied on prior year values as certified by the Comptroller’s 
Property Tax Division (CPTD), since 1993. However, for the purposes of districts with Tax 
Code Chapter 313 agreements and in accordance with Sec. 48.256 – LOCAL SHARE 
OF PROGRAM COST (TIER I), Subsection d - A revenue protection payment required 
as part of an agreement for a limitation on appraised value shall be based on the district's 
taxable value of property for the preceding tax year. 
 
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 2019-20, 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.  The Tier 1 formulas start with a Basic Allotment per 
student of $6,160. Funding calculations use the number of students in average daily 
attendance, the number of students who participate in categorical/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 current 
year 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 wealthy district per student and so most of its 
M&O revenue is generated from local ad valorem property taxes.  In attempting to provide 
some degree of funding equity among school districts, the formulas provide guaranteed 
yields for both Tier I (formula funding) and for Tier II (enrichment).  For those districts that 
generate local revenue in excess of entitlement amounts, the excess revenue is 
recaptured. Under prior law, recapture was a function of excess property wealth per 
weighted student.  The system continues to rely on both golden (greater of 96th percentile 
of wealth up to 160% of basic allotment) and copper (equalized up to $49.28/WADA) 
enrichment pennies (Tier II tax rate). Under HB 3, districts can access up to 8 golden 
pennies. Copper pennies will be compressed in manner that generates the same revenue 
for the compressed number of pennies as were taxed under old law. 
 
BHISD currently has property wealth per weighted ADA that is more than the second 
equalized wealth level at $825,449 per weighted ADA.  Under prior law, BHISD was 
considered a Chapter 41 district and would have paid recapture. The implementation of 
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HB 3, is not expected to alter Barbers Hill’s status in terms of being required to pay 
recapture. Lone Star is requesting that the value of the natural gas liquid (NGL) 
fractionator facility 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. 

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 any potential 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 2018 CPTD values were used as 
well as 2018 CAD values from Chambers County CAD (Central Appraisal District). 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 were projected to exist in the 2019-20 school year.  An ADA of 
5,702.4, a WADA of 6,778.3 and a 2019 M&O tax rate of $1.06, compressed to $0.99 
under HB 3, were 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 CAD certified 
value for 2019 was used as the 2019 CAD value. This value was used as the basis for 
subsequent current year (CAD) values in this report. The final 2018 T1, T2, T3 and T4 
Comptroller Property Tax Division (CPTD) values, certified to school districts in late July, 
2019, were used as a basis for predicting prior year (CPTD) values for each of the 
agreement years. 
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The proposed agreement calls for Barbers Hill ISD to be held harmless against potential 
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, a state and local revenue projection for the 2019-2020 school year was 
completed to serve as base line data and is displayed in Table 2.  In any year of the 
limitation period where total state and or 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 3. 
 

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 3, which 
summarizes the difference between the two models, indicates that there will be a total 
revenue loss of $1.831 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.     
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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 3.  As stated earlier, an M&O tax rate of $.99 and a 
collection rate of 100% is used throughout the calculations in this report.  Table 3 shows 
gross tax savings due to the limitation of $14.77 million over the length of the contract.  
Net tax savings are estimated to be $5.54 million. To estimate supplemental payments to 
the school district of $100 per ADA, a growth model was applied to the base ADA of 
5,702, which was the projected ADA for BHISD for the 2019-20 school year.  BHISD’s 
growth rate for the last 10 years has averaged 3% which is also reflected by demographic 
studies. 

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. 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 could take additional action that could 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.  Those changes could contain changes to the school finance formulas, 
property value appraisals and tax exemptions.  Other factors which could change, and 
will impact the estimates of this agreement, include changes to property values, district 
tax rates and student enrollment.  



   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
  

 



 

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 #1336) 
 
 
 
 
 
 
 
 
 

EXHIBIT C 
 

Proposed Agreement between 
Barbers Hill Independent School District 

and Lone Star NGL Asset Holdings II LLC


