FINDINGS
of the
KENEDY INDEPENDENT SCHOOL DISTRICT BOARD OF TRUSTEES
under the

TEXAS ECONOMIC DEVELOPMENT ACT

STATE OF TEXAS §

COUNTY OF KARNES $

On the 17" day of September, 2012, a public meeting of the Board of Trustees ("Board")
of the Kenedy Independent School District ("District™) was held. The meeting was duly posted
in accordance with the provisions of the Texas Open Meetings Act, Chapter 551, Texas
Government Code. At the meeting, the Board took up and considered the Application
("Application”) of ETC Texas Pipeline, LTD. (”Applicant”) for a limitation on appraised value
on qualified property, pursuant to Chapter 313 of the Texas Tax Code. The Board heard
presentations from the District’s administrative staff to advise the Board in this matter.

The Board considered the presentations made at the meeting, the Comptroller's
recommendation and the economic impact evaluation and makes the following findings with
respect to the Application in accordance with the Texas Economic Development Act, Texas Tax
Code Chapter 313, and the Administrative regulations promulgated by the Texas Comptroller of
Public Accounts published at 34 Texas Administrative Code Part 1, Chapter 9, Subchapter F:

1. On June 18, 2012, the District received an application for appraised value limitation on
qualified property (“Application™) on the form prescribed by the Comptroller from Applicant
pursuant to Chapter 313 of the Texas Tax Code. A copy of the Application is attached hereto as
Attachment A.

2. The Board acknowledged receipt of the Application, along with the requlsnte application

fee, as established pursuant to Texas Tax Code Section 313. 025(3)(1)
3, The Board elected to consider the Application.
4, The Application was delivered to the Texas Comptroﬂer s Office for review pursuant to

Texas Tax Code Section 313, 025(b).

5. The Application was reviewed by the Texas Comptroller’s Office pursuant to Texas Tax
Code Sections 313.025 and 313.026. After review, the Comptroller’s Office, by letter dated
August 31, 2012, recommended that the Board approve the Application. A copy of the
Comptroller’s letter is attached to these findings as Attachment B.
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6. The Texas Comptroller’s Office performed an economic impact evaluation pursuant to
Texas Tax Code Section 313.025(b). The Board has considered such evaluation. A copy of the
economic impact evaluation is attached to these findings as Attachment C.

7. After receipt of the Application, the District entered into negotiations with Applicant over
the specific language to be included in a Texas Economic Development Act Participation
Agreement ("Agreement"), pursuant to Chapter 313 of the Texas Tax Code, including .
appropriate revenue protection provisions for the District (the Agreement is also referred to as an
“Agreement for Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes™). The proposed Agreement is attached to these findings as Attachment D.

8. Findings as to each of the criterion listed in Texas Tax Code Section 313.026:
a. The recommendations of the Comptroller. Texas Tax Code Section
313.026(a)(1).

The Board finds that the Comptroller recommends approval of the Application.

b. The relationship between the Applicant’s industry and the types of qualifying jobs
to be created by the Applicant and the long-term economic growth plans of this State as
described in the strategic plan for economic development submitted by the Texas Strategic
Economic Development Planning Commission under Section 481.033, Texas Government Code,
as that section existed before February 1, 1999. Texas Tax Code Section 313.026(a)(5).

The Board finds that there is a strong and positive relationship between the Applicant’s
industry and the types of qualifying jobs to be created by the Applicant and the long-term
economic growth plans of the State.

c. The relative level of the Applicant's investment per qualifying job to be created by
the Applicant. Texas Tax Code Section 313.026(a)(6).

The Board finds that the Application indicates: (i) the Applicant will provide a total of
twelve (12) qualifying jobs for the Project, as defined in Texas Tax Code Section 313.021(3), (ii)
the anticipated total amount of investment is $199,870,000, and (iii) the investment per
qualifying job is $16,655,833.

d. The number of qualifying jobs to be created by the Applicant. Texas Tax Code
Section 313.026(a)(7).

The Board finds that the Application indicates the Applicant will provide a total of twelve
(12} qualifying jobs.

e. The wages, salaries, and benefits to be offered by the Applicant to the qualifying
job holders. Texas Tax Code Section 313.026(a)(8).
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The Board finds that the Application indicates: (i) the qualified jobs provided by the
Applicant will pay an average wage of $1,058 weekly ($55,016 annually) and (ii) the qualifying
jobholders will be offered benefits comparable with similar positions in the industry including
health care insurance, retirement savings, paid vacation and job-related training and professional
development programs. The Board further finds that the average wage of $55,016 annually
exceeds the regional manufacturing wage for the Alamo Area Council of Governments Region

of $35,952 in 2010.

f. The ability of the Applicant to locate or relocate in another state or another region
of this state. Texas Tax Code Section 313.026(a)(9).

The Board finds that, based on representations in the Application, the Applicant could
locate or relocate the project to another state or another region of this state.

g. The impact the Project will have on this state and individual local units of
governmental, including: (A) fax and other revenue gains, direct or indirect, that would be
realized during the qualifying time period, the limitation period, and a period of time after the
limitation period considered appropriate by the Comptroller; and (B) economic effects of the
Project, including the impact on jobs and income during the qualifying time period, the limitation
period, and a period of time after the limitation period considered appropriate by the
Comptroller. Texas Tax Code Section 313.026(a)(10).

The Board finds that the Project will result in revenue gains by the school district. The
Board further finds that the economic effects on the local and regional tax base are that the tax
base will increase as a result of the Project and additional employment.

h. The economic condition of the region of the state at the time the person's
application is being considered. Texas Tax Code Section 313.026(a)(11).

The Board finds that the Applicant’s natural gas processing plant ("Project") will improve
the economic condition of the County and the region.

i. The number of new facilities built or expanded in the region during the two years
preceding the date of the Application that were eligible to apply for a limitation on appraised
value under this subchapter B, chapter 313, Texas Tax Code. Texas Tax Code Section

313.026(a)(12).

The Board finds that two (2) projects applied for value limitation agreements in the
Alamo Area Council of Governments Region during the two (2) years preceding the date of the
Application that may have been eligible to apply for a limitation on appraised value under
subchapter B, chapter 313, Texas Tax Code.

j- The effect of the Applicant’s proposal, if approved, on the number or size of the
school district's instructional facilities, as defined by Section 46.001, Texas Education Code.

Texas Tax Code Section 313.026(a)(13).
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The Board finds that there exists a small but undetermined possibility that the Project
could have an impact on enrollment from families that might temporarily relocate during the
construction phase, but that any impact during the operation phase can be absorbed by current

facilities.

k. The projected market value of the qualified property of the Applicant as
determined by the Comptroller. Texas Tax Code Section 313.026(a)(14).

The Board finds that the projected market value of the qualified property of the Applicant
as determined by the Comptroller is $176,400,000.

N The proposed limitation on appraised value for the qualified property of the
Applicant. Texas Tax Code Section 313.026(a)(15).

The Board finds that the proposed limitation on appraised value for the qualified property
of the Applicant is $10,000,000.

m. The projected dollar amount of the taxes that would be imposed on the qualified
property, for each year of the agreement, if the property does not receive a limitation on
appraised value with assumptions of the projected appreciation or depreciation of the investment
and projected tax rates clearly stated. Texas Tax Code Section 313.026(a)(16).

The Board finds that the projected dollar amount of the tdxes that would be imposed on
the qualified property, for each year of the agreement, if the property does not receive a
limitation on appraised value is shown on Attachment E, based on the assumption that (i) the
investment will depreciate at the rate of approximately four percent (4%) per year and (ii) the
projected maintenance and operations tax rate of the District will be $1.04 per one hundred
dollars valuation in each year of the agreement.

n. The projected dollar amount of the taxes that would be imposed on the qualified
property, for each tax year of the agreement, if the property receives a limitation on appraised
value with assumptions of the projected appreciation or depreciation of the investment clearly
stated. Texas Tax Code Section 313.026(a)(17).

The Board finds that the projected dollar amount of the taxes that would be imposed on
the qualified property, for each tax year of the agreement, if the property receives a limitation on
appraised value is shown on Attachment E, based on the assumption that (i) the investment will
depreciate at the rate of approximately three percent (3%) per year and (ii) the projected
maintenance and operations tax rate of the District will be $1.04 per one hundred dollars
valuation in each year of the agreement.

0. The projected effect on the Foundation School Program of payments to the
District for each year of the agreement. Texas Tax Code Section 313.026(a)0).

The Board finds that the projected effect on the Foundation School Program of payments
to the District for each year of the agreement is shown on Attachment E.
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p. The projected future tax credits if the Applicant also applies for school tax credits
under Section 313.103. Texas Tax Code Section 313.026(a)(19).

The Board finds that the future tax credits are $1,987,236 based on Applicant’s
representation of the investment that will be subject to tax in years one and two of the

Agreement.

q. The total amount of taxes projected to be lost or gained by the District over the
life of the agreement computed by subtracting the projected taxes stated in section 8.n from the
projected taxes stated in section 8.m. Texas Tax Code Section 313.026(a)(20).

The Board finds that the total amount of taxes projected to be lost or gained by the
District over the life of the agreement computed by subtracting the projected taxes stated in
section 8.n from the projected taxes stated in section 8.m are shown on Attachment E.

9. The information in the Application submitted by Applicant is true and correct.

10.  The Applicant is eligible for the limitation on the appraised value of the Applicant's
qualified property. ‘

11.  The proposed Texas Economic Development Act Participation Agreement by and among
Kenedy Independent School District and Applicant ("Agreement"), attached hereto as
Afttachment D, includes adequate and appropriate revenue protection provisions for the District.

12. Considering the purpose and effect of the law and the terms of the Agreement, granting
the Application and entering the Agreement are in the best interest of the District and the State.

13.  The Applicant, ETC Texas Pipeline, LTD. (Tex. Taxpayer ID # 10505324664) is an
entity subject to Chapter 171, Texas Tax Code and is certified to be in good standing with the
Texas Comptroller of Public Accounts.

14. Tt is hereby found, determined and declared that sufficient written notice of the date, time,
place and subject of the meeting of the Board of Trustees of the District at which these Findings
were made was posted at a place convenient and readily accessible at all times to the general
public for the time required by law preceding this meeting, as required by chapter 551, Texas
Government Code, and that this meeting has been open to the public as required by law at all
times during which these Findings were made and the subject matter thereof has been discussed,
considered and formally acted upon. The Board of Trustees further ratifies, approves and
confirms such written notice and posting thereof.

It is therefore ORDERED that:

1. The Application of ETC Texas Pipeline, LTD. for a limitation on the appraised value for
school district maintenance and operations ad valorem tax purposes of qualified property is
approved.
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2. The Agreement attached hereto as Attachment D is approved and is hereby authorized to
be executed and delivered by and on behalf of the District.

3. These findings and the Attachments referred to herein be attached to the Official Minutes
of this meeting, and maintained in the permanent records of the Board of Trustees of the District.

Dated the 17" day of September, 2012.

KENEDY INDEPENDENT SCHOOL DISTRICT

w Ff Sl

Fdward Monson, President, Board of Trustees

ATTEST:

b (UG g- (D0

Alma Danmier,(gecretary, Board of Trustees
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Application for Appraised Value Limitation on Qualified Property Form 50-296
(Tax Code, Chapter 313, Subchapter B or C) (Revised May 2010)

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

if the schaol hoard elects to consider the application, the schoot district must:
« notify the Comptrollsr that the school board has elecled to consider the application.
This nofice must include:
— the date on which the school district received the application;
~ the date the schaol district determined that the application was complete;
~ the date the schoo! board decided to consider ihe application; and
~ a request that the comptrolier prepare an econcmic impact analysis of the application;
+ provide & copy of the notice to the appraisal district;
« must complete the sections of the application reserved for the school district and provide infermation required in the Comptrolier rules located at 34 Texas
Administrative Code (TAC) Section 9.1054; and
» forward the originai completed application to the Comptrofler in a three-ring binder with {abs separating each section of the documents, in addition to an elec-
tronic copy on GD. See 34 TAC Chapter 8, Subchapter F.

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

When the Comptroller receives the notice and reguired information from the scheol district, the Comptroller will pubfish alf submitted application materials on its
Web site, The Comptroller is authorized to treat some application infermation as confidential and withhold it from publication on the Internet. Te de so, however, the
information must be segregated and comply with the other requirements set out in the Comptroller rules as explained in the Confidentiafity Notice below.

The Comptrofler will independently detarmine whether the application has been completed according to the Comptroller's rules (34 TAC Chapter 9, Subchapter F). If
the Comptrotier finds the application is not complete, the Comptrofler will request additional materials from the schoot district. When the Comptrolier determines that
the application s complete, it wilt send the school district a notice Indicating so. The Comptrofler will determine the eligibility of the project, make a recommendation
to the schoe! board regarding the application and prepare an economic impact evaluation by the 90th day after the Comptroller receives a complete application—as
determined by the Comptroiler.

The school hoard must approve o7 disapprove the application befora the 151st day after the application review start date {the date the application is finally deter-
mined to be compiete), uniess an extension s granted, The Comptroller and school district are authorized to request additional informatien from the applicant that is
reasonably necessary o complete the recommendation, econemic impact evaluation or consider the application at any time during the application review pericd.
Please visit the Comptroller's Web sits to find out mere about the program at hitp-/Awww.window state.tx.us/taxinfo/proptaxthb1200/index.html, There are finks on
this Weh page to the Chapter 313 statute, rules and forms. Information about minimum limitation vaiues for particular districts and wage standards may also be
found at that site.

Authorized School District Representative

Thomas Bred .. .. Lane i
Tlle
Superintendent

Schoo! District Name

Kenedy Independent School District

Street Address

401 FM 719

R My T e e e
401 FM 719

= e e g e e
Kenedy X 781 19

T S T P - . e
(830) 583~41 00 (830) 683-9950

e e e A S . et e
e ' blane@kenedy. *Sd tenetedv
| authorize the consuliant to provide and obtain information refated fo this application.. . .. ... ... ..ot & Yos [3 No
Wil consUitant be prisnary CoMaCTT .. ..ot e e e e e, 0 ves No

For more information. visit our Web site: www.window.state.tx.usftaxinfo/proptax/hb1200/index.htmi (50-296 + Rev. US-10/7}



Authorized School District Consultant (If Applicable)

First Name s_asl Name

Grimes

George
};\ettorney

“Firm Name

Walsh, Anderson, Gallegos, Green and Trevino, P.C.

Street Address

100 N.E. Loop 410, Suite 900

Mailing Address

P. O. Box 460606, San Antonio, TX, 78246-0606

“San Antonio “TX

T

78216

Fax Number

*’““"“""“"”(210) 979- 6633

(210) §%9-7024

“Mobite Nuraber {Optional) £-mail Addrass

ggrimes@wabsa.com

I am the authorized representative for the school district to which this appﬁca:ion is being submitted. | understand that this application is a govern-

ment record as defined in Chapter 37 of the Texas Penal Code.

Srgnalum {Auzhanzed Schnol Distr:cr Fmpresen:aws}

MW%M

Has the district determined this application ComPIEte?. (. oo e i e e e e e b Yes

If yes, date determined complete, 6-18-12

Have you completed the scheol finance documents required by TAC 9.1054{c)(3)?

| 1 Checklist Page X of 16 Coi:‘;‘;’;e 4
1 i Date applwat:on received by the 18D 1 of 16 v
- et — - S
3"""2 Dete applcation deermotcomplets by 15D D o v
s §oe,g,fm;;g';;;;;;;".;';‘;{;;”;};;";;;;;1;;";;;;}".;;II';I;L;{;;M - T A
5 Compead campany checis - ot v
-—-; —.—él;;'!t-JQ’ ﬁnaﬂce documems descrlbed in TAC 9.1054{c}(3} (Due wﬂhm 20 days of dlstrsct prov:dmg noilce l; 5 0f 16 E ........
;
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R _
e Maxime

Director, Property Tax - ]

ODgufft& Phelps N ~ -

_giiegddé;n ress Avenue, Suite 1450 )

Fax l\%umbe;

State

X

(512) 351-7911

Mobile Number {oplienal)

(512) 484-1779

Buslness e-rmait Address

gregory.maxim@duffandphelps.com

Wil a company official other than the authorized business representative be responsible for responding
fo future information requesIs? .. ... . i e e

if yes, please fill out contact information for that person.

Qrganization

Sireef Address

Mailing Address

Phone Noraber

Mobile Nurmbar (optiona)

I authorize the consultant to provide and obtaln information related to this application.. . .. ... ... o o o i i, W ves

Will consultant be primary contact? ... .. .. i s

............................................. U ves

tast Name

............................................. 8 Yes

W o

mail Address

For mors information, visit our Web site; www.window.state dx.usftaxinfo/proptaxihi1 200/index.tml
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Authorized Campany Consultant (If Agpl!cable)

}"Last Name

_Maxim

Flrst Name T
_Gregory
Titte

Director, Property Tax

Ferm Name

Duff & Phelps

StedtAddrass

919 Congress Avenue Sunte 1450

) Maahng Address
919 Congress Avenue, Suite 1450

-Clry et ettt 1 st st sttt s b o 1 1 A 5 Y

T sme o Tap

Austin IX o 78701

Phone Number "} Fax Number

512-671- 5580

Buslnass amait Address

gregory.n amm@duffandphelps com

1 am the authorized repregentative for the business entity for the purpose. of filing s application. | understand that this applicatien is a goverament record as
defined in Chapter 37 of the Texas Penal Code. The informalioh cnntameé in this applieation is true and cerrect to the best of my knowledge and belief.

| hereby certify and affirm ihat the business entity | represent s i good standzng widet the laws of the state In which the business entity was organized and that
no delinguent taxes are owed to the State of Texas.

'Slgnalum (Authorizad Business Reprasgritaive (Applicanty

1y E
GIVEN under my hand and seal of office this i‘% day of J\f/i ﬂ(/ . Za /2
;

//ﬂ/ / L
Notafy Public, Stale of ] CM(

KRISTINA SCRUCHMAN
Notary Public, State of Texas i§

My GCommission Expires (I

February 11, 2014 ‘

{Notary Seal)

My commission explzes_;z; - //” }%

f you make a faise statement on tis application, you could be found guilty of a Class A misdemeanor or a stale Jail felony under Texas Penaf Code §37.14..
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) Enciosed is proof of application fee paid o the school district,

“For the purpose of this question, “payments to the school district” include any and all payments or transfers of fﬁiﬂgs of value made to the school
district or to any person or parsons in any form if such payment or transfer of thing of vaiue being provided is in recognition of, anticipation of, or
consideration for the agreement for limitation on appraised value.

Please answer only either A OR B:

A Will any "payments 1o 1he school district” that you may make in order to recelve a property tax value limitation agreement
resuli in payments that are not in compliance with Tax Code, 318.027(}7. . ..o o i i i e e Cves o

B. if "payments to the school district” will enly be determined by a formula or meihodology without a specific amount being
specified, could such method result in “payments o the school district” that are not in compliance with Tax Code §313.027(i)7 . ves No

t.egal Name under which application is made

ETC Texas Pipeline, LTC

Texas Texpayer L. Number of enlity subject to Tax Code, Chapter 171 {11 digns) -

10505324664

NAICS code

.3_25‘!10

[;ZI ves [ No

i yes, please list name of schoot district and year of agreement.

ETC Texas Pzpeltne LTC has applred for a Chapter 313 agreement with Ganado iSD for the Jackson County plant

Registered to do business in Texas with the Texas Secretary of Stale?........... . oo e s N Mves Ono

Edemify business crganizalion ol applicanl (corporannn a'imitad Habiﬁly corporan‘nn, e!c. }

Texas Limited Partnership

. Is the applicant a combined group, or comprtsed of members of a combined group,
as defined by Texas Tax Code Chapter 17100010717 < . oottt e e et e e e Myes Owno
If so, please attach documantation of the combined group membership and contact information.

2 Is the applicant current on all tax payments dus to the Blate of TeXas? . .. .. o i i i i it e eaan Mves o

3. Are all applicant members of the combined group current on all tax payments due to the State of Texas?......... dna Byves ANo

tf the answer fo either question is no, please explain andfor disclose any history of default, delinguencies and/or any
material litigation, including litigation involving the State of Texas. (Use attachment if necessary.)

For more informalion, visit our Web site; www.window.statetx . usftaxinfo/proptax/hi1200/index. hirmi {(50:296 - Rev. 05-10/7) Page $



Mves TNo

Are you an entity to which Tax Code, Chapler 171 applies?. .o oo i i e e et et i et e r e in et eniaansan
The property will be used as an integral part, or as a necessary auxiliary part, in one of the following activities:
(1) MARUTACIUING © .+ v v e e et e e e e e e e Mves e
(2) research and BeVRlOPMEBNE. . . ... L i i i e e e e e e e L ves No
{3} a clean coal project, as defined by Section 5,001, Water Code ... ... .ttt it et ea i aaaaan L2 Yes No
(4) an advanced clean energy project, as defined by Section 382.003, Healthand Safety Code . ..... ... oo ool DIves @ no
(5) renewable energy electic GoENBIaHON . . ... . e e e e e L] Yes No
{6) electric power generation using integrated gasification combined cycle technology. . ... .. oo oo e i Oves @nNo
{7) nuckear eleCtric POWEE GBNETAHON L ..ttt i it ittt ettt et e e e e ey Chves @ nNo
(8) a computer center that is used as an integral part or as a necessary auxiliary part for the activity conducted by
applicant in one or more activities described by Subdivisions (1) through {7) ... ... .. . . i, Qves Mo
Are you requesting that any of the land be classified as qualified IVeStMENt? ... ... .. . 0o L2 Yes No
Wilt any of the propesed qualified investment be leased under a capitatizedlease? . ... ... . i i it i e e e Cves @ No
Will any of the proposed qualified investment be leased under an operating Iease?. . . ..o v vt v oot i n e e iiaa s Oves o
Are you including property that is owned by a person other than the appiCaNTT. . .. vttt e e e e e O Yes No
Will any property be pocled or proposed fo be poo%ed with property owned by the applicant in determmmg
. . Oves Mo

the amount of your quaiified investment?

Provide a detalled description of the scope of the proposed project, including, at a minimum, the type and planned use of real and tangible
personat praperty, the nature of the business, a timeline for property construction or installation, and any other relevant information. (Use altach-

menis as necessary)

See Attachment

Deseribe the ability of your company (o locate or relocate in another state or another region of the state,

See Attachment

4 New Jobs & Construct New Facility L) New Business / Start-up L) Expand Existing Facility
L] Relocation fram Dut-of-State ¥ Expansion Purchase Machinery & Equipment
0 Consolidation 1 Relocation whhin Texas

May 2012° (Phase I) Oct 2013 (Phase ll) g i e Empioyess JUl 2012

Begin Construction

Jan 2013 {(Phase I} Jun 2014 (Phase i) Jan 2013 (Phase |) Jun 2014 (Phase {l)

Apr 2012**

Do you propose fo construct a new building or 1o erect or aflix a new improvement after your application review
start date (date your application is finally determined to be complete)?. . .. ... oL ves o

Note: Improvements made before that ime may not be considered qualified property.
Jan 2013 (Phase 1) Jun 2014 (Phase |!)

Fulty Operational

Construction Complate

Purchase Machinery & Equipment

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

* Engineering and initial site preparation for Phase |
** Some long tead machinery and equipment were ordered for Phase | and stored on

site and have not been placed in service
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Identify state programs the project will apply for:

State Source Amount

N/A

Total

F’%ease use the fo]lowmg box for addmonaF details regardmg incentives. (Use altachments if necessary.)

Requestmg Chapter 312 property tax abatement agreements with Karnes County and Karnes County
| Wide Hospital District

Karnes County
Karnes County Appraisal District

identify county or counties in which the proposed project will be located

Central Appraisal District {CAD) that will be responsible for appraising the property

Will this CADD be acting on behalf of another CAD o appraise this property? .. . ... . . i i i dves MNo

List all taxing entities that have jurisdiction for the property and the portion of project within each entity

Karnes County - 100% ciy: N/A

{Name and percent of project)

Karnes County Wide Hospital - 100% . oisrier. EVErgreen UWCD - 100%

{Name and percent of project)

County:

{Name and percent of project)

Hospital District:
{Name and percent of project;

Karnes County Wide Rural Fire - 100% oy (seseriney: S@N Antonio River Authority - 100%

{Name and parcent of project)

Other {describe):

(iName and percent of project)
Kames County Wde Road & Bridge ~ 100% Kenedy Independent Schoot District - 100%
Aves QNo

i not, please provide additionat information on the project scope and size to assist in the economic analysis.

Far more information, visit our Web site; www.window.state bousftaxinfo/proptax/hiy1 200/index. himl {50-296 = Rev. 05-10/7) Page 7



NOTE: The minimum amount of qualified investment required to qualify for an appraised value limitation and the minimurn amount of appraised value limitation
vary gepending on whether the schoal district is classified as rurak, and the taxable value of the property within the schoot district. For assistance in determining
estimates of these minimums, access the Compiroller's Web sita at www.window.state.ix.usftaxinfo/proptax/hb1208/values. html,

» $10,000,000

At the time of application, what is the estimated minimum quakified investment required for this schoof distsic

$10,000,000

What is the amount of appraised vaiue limitation for which you are applying?

What s your total estimated gualified investment? $1 76!4001000

NOTE: See 313.021{1) for full dafinition. Generally, Gualified Investment:is the sum of the investment in tangible personal property and buildings and new
improvements made between beginning of the qualifying time period (date of appfication final approval by the school district) and the end of the second complste

tax year.
» November 16, 2012
November 16, 2012

What is the anticipated date of application approvat

What is the anticipated date of the beginning of the qualifying #me period?

What is the total estimated investment for this project for the period from the time of
application submission to the end of the limitation period? $199,870,000

Describe the quaiified investment.[See 313.021(1).]
Attach the following items to this application:

(1) a spesific and detailed description of the qualified investment you propose to make on the propesty for which you are requesting an appraised valug imitation
as defined by Tax Code §313.021, :

(2 a description of any new buildings, proposed improvements or personal preperty which you intend to include as part of your minimum qualified investmant and
(3) a map of the qualified investment showing focation of new buildings or new improvements with vicinity map.

Do you intend to make at least the minimum qualified investment required by Tax Code §313.023 (or 313.053 for rural school districts)

for the relevant school district category during the qualifying ime pefiod? ... i Yes L o
Except for new eguipment described in Tax Code §151.318() or (g-1), is the proposed tangible personal property te be placed in service for the first tme:
(1) in or on the new bufiding or other new impeovement for which you are applyIRg? ... .......iouie et ves Qo
{2) i not in or on the new building or other new improvement for which you are applying for an appraised value limilation,

is the personal property necessary and anciliary to the business conducted in the new bullding or other new improvement?............. Yes O vo
{3) on the same parce! of land as the building for which you are applying for an appraised vafue limitation?. ... Mves o

{"First placed in service” means 1he first use of the property by the taxpayer.)

Will the investment in real or personal property you propose be counted toward the minimum gualified investment reguired by
Tax Code §313.023, (or 313.053 for rural school districts) be first placed in service in this state during the applicable qualifying time period? . . Mves Uwo

Does the investment in tangible personal property meet the requiremenis of Tax Code §313.021(1)7 ..ot e v einss (A ves O no

If the propesed investment includes a building or a permanent, non-removable compenent of a building, does it heuse tangible personal property? (4 ves I No

Describe the qualified property. [See 313.021(2)] (f qualified investment describes qualified property exactly you may skip items (1), (2} and {3} below.)
Attach the following itemns o this application:

(1) a spegific and detailed description of the qualified property for whigh you are requesting an appraised value limitation as defined by Tax Code §313.021,
(2) & description of any new buildings, preposed improvements or personal property which you intend to include as part of your qualified property and

{3} a map of the qualifisd property showing location of new bufidings or new improvements ~ with vicinity map.

Land
Is the land on which you propose new construction or improvernents currently focated in an area designated as a reinvestment zong
under Tax Code Chapter 311 or 312 or as an enterprise zone under Government Gode Chapter 23037, . ... ...t Bves o

If you answered “no” to the question above, what is the anticipated date on which you will submit proof of a
reinvestment zone with boundaries encompassing the land on which you propoese new construction or improvements?

Will the apglicant aws he land by the date of agTeement BXBCUTONT. . ...\ vttt et e et e e Mvyes [no

Will the project Be 0N [8a8ed JN07 . .. . ittt e e e ves (Ano

Page 8 (50-296 + Rev. 05-10/7} For more information, visit our Web site) wwwwindow. state, hrusftaxinfo/proptax/b1200/index.himi



If the land upon which the new buiiding or new improvement is to be buitt is part of the gualified property described by §313.021(2)(A), please altach complete
decumentation, including:

1. Legai description of the land

2. Each existing appraisal parcel number of the land on which the improvements will be constructed, regardiess of whether or not all of the land described in

the current parcel will become qualified property
3. Qwner ‘
4, The current taxable value of the land, Attach estimate if iand is part of farger parcel,
5. A detailed map (with a vicinity map) showing the location of the land

Attach a map of the reinvestment zone boundaries, certified to be accaralte by either the governmental entity creating the zone, the local appraisat district, or a

Heensed surveyor, (With vicinity map)
Attach the order, resolution or ordinance establishing the zone, and the guidelines and criteria for creating the zone, if applicable.
Miscellaneous

is the proposed project a bisiiding or new improvemnent fo an existing facility? ... ... ..

Attach a deseription of any existing improvements and inciude existing appraisal district account numbers.

List current market value of existing property at site as of most recent tax year. $590,185

i any of the existing property subject to a value limitation agreement under Tax Code 3137 .. ... ..o

Will afl of the property for which vou are requesting an appraised value limitation be frae of a fax

...... Bves o
2011
{Market Value} (Tax Year}
...... 03 ves No
Myes o

abatement agreement entered into by a school district for the duration of the limitation? .

What is the estimated number of permanent jobs (more than 1,600 hours a year}, with the applicant
or a contraclor of the applicant, on the proposed qualified properly during the last complete quarter

before the application review start date (date your application is finally determined 1o be complete)?
The jast complete catendar quarter before application review start date is the:
&} First Quarter {2 Second Quarter L Third Quarter O Fourth Quarter of 2012

{year)

What were the number of permanent iobs (more than 1,600 houwrs a year) this applicant had in Texas during the most recent quarter reperted to the TWG?

0

Note: For job definitions see TAC §92.1051(14) and Tax Sode 313.021(3). ¥ the applicant intends to apply a definition for “new job” other than TAC §9.1051(34)(C),

then plaase provide the definition of "new job” as used in this application.

N/A

Total number of new jobs that will have been created when fully operational 15

Do you plar to create at teast 25 new jobs {at least 10 new jobs for rura school districls) on the land and in connection

with the new DUIdINg OF 08T IMPrOYEIENLZ, . ettt et i e i it et e

Do you intend to request that the governing body waive the minimem new iob creation requirement, as provided under

TAX CO0E §B13.025(F1)7. + 1 ve s e e e et e e e e e e e e

...... Avyves Qo
...... ves wo

If you answered "yes” o the question above, attach evidence documenting that the new job creation requirement above exceeds the number of employees neces-
sary for the operation, according $o industry slandards. Note: Even if a minimum new job waiver is provided, 80% of all new jobs must be gualifying jobs

pursuant to Texas Tax Code, §313.024{d).

What is the maximurn sumber of qualifying jobs meeting all criteria of §313.021(3) you arg committing te create? 12

If this project creates more than 1,000 new jobs, the minimum required wage for this project is 110% of the average county weekly wage for all jobs as described

by 313.021(3)(E){i).

If this project creates less than 1,000 naw jobs, does this district have territery in a county that meets the demographic characteristics of 313.051(2)? (see table

of information showing this district characteristic at fftp.Awww.window. sfale. b usAaxinforproptax/ab 1200/values. htmi)
If yes, the applicant must meet wage standard described in 313.081(b) (110% of the regional average weekly wage for manufacturing)
If no, the applicant shali designate one of the wage standards sef out in §§313.021(5HA} or 313.021(5)(B).

For more information, visit our Web site: www.window, state.busitaxinfo/proptanthbi200/index.html
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For the following three wage calculations please include on an attachment the four most recent quarters of data for each wage caleulation. Show the average and
the 110% calculation. Include documsntatien from TWC Web site. The final actual statutory minimum annual wage requirement for the applicant for each qualifying
job — which may differ slightly from this estimate ~ will be based on information from the four quarterly periods for which data ware available at the time of the

application review start date (date of a completed appiication}. See TAC §9.1051(7).

110% of the county average weekly wage for all jobs (all industrles) in the county is $71 1

$1,147

110% of the counfy average weekly wage for manufacturing jobs in the county Is

110% of the counly average weekly wage for manufacturing jobs in the region is $761
Please identify which Tax Coda section you ars using to estimate the wage standard required for this project:

[s313.021(5)) or  L1§313.021(5)(B) o LI§313.021(3)(E) (i), or  BA§313.051(0)7

What is the estimated minimum required annuat wage for each qualifying iob
based ¢n the qualified property? $39,547

What is the estimated minfmum required annual wage you are committing $55 c00
b

to pay for each of the quailying jobs you create on the qualified property?

Will 80% of alt new jobs created by the owner be qualifying jobs as defined by 313.0213)7 ... oo e Yes L no
Will each qualifying job require at feast 1,600 0f WOTK @ VEAIT. .. .o\ttt ire ittt et e e et s ee et aa e e e Mves o
Wilt any of the qualifying jobs be jobs transferred from one area of the stale 10 an0theIZ. ... ... i e anes Wves Eno
Wilk any of the qualifying jobs be retained JobS?. . .. .o.vvererei e eeirreenns e (3 ves No
Wil any of the qualifying jobs be created to replace a previous BmMpPlOYEE? .. L i e () ves A ne
Wiil any required qualifying jobs be filfed by employees of cONractOrS? .. ..o e 21 ves No
if yes, what percent?

Does the applicant or contractor of the applicant offer to pay af least 80% of the employee’s health insurance

L LTt e A e L1111 A Mves Dlio

Describe sach type of benefits to be offered to qualifying jobhelders. {Use attachments as necessary.)

See Attachment

Is an Economic lmpact Analysis aftached {1 supplied by other than the Comptraller's office}? ... ... i Ll ves
Is Schadule A completed and signed for all years and altached? ..o e e (4 ves
Is Schedule B completed and signed for all years and atfached? ... ... oo 5 ves
fs Schedule C (Application) completed and signed for alf years and attached? ... ... . . i e e 0 Yes
is Schadule D completed and signed for all years and attached? . . .. ... o i e b ves

Note: Excel spreadsheet versions of schedules are avaitable for download and printing at URL listed below,

o no
L No
e
(I
o

If there are any other payments made in the state or economic information that you believe should be included in the economic analysis, piease attach a separate

schedule showing the amount for each year affected, including an explanation,
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Property Tax Limitation Agreement Applications
Texas Government Code Chapter 313
Confidential Information Submitted to the Compfroller

Generally, an application for property tax value limitation, the
information provided therein, and documents submilled in support
thereaf, are considered public information subject to release under
the Texas Public Information Act,

There is an exception, outlined below, by which information will be
withheld from disclosure.

The Cormptroller's office will withhold information from public
release if:

1) i describes the specific processes or business activities to
be conducted or the specific tangible personal property fo be
located on real property covered by the application;

2} the information has been segregated in the application from
other information in the application; and

3} the party requesting confidentiality provides the
Comptroller’s office a list of the documents for which confi-
dentiality is sought and for each document lists the specific
reasons, including any relevant fegal authority, stating why
the material is believed to be confidential.

All applications and parts of applications which are not segregated
and marked as confidential as outlined above will be considered
public information and will be posted on the internet.

Such information properly identified as confidentiat will be with-
hetd from public release unless and until the governing body of the
school district acts on the application, or we are directed 1o do so
by a rufing from the Attornay General.

Cther information in the custody of a school district or the comp-

troller submitted in connection with the application, inciuding infor
mation related to the economic impact of a project or the essential
slements of eligibility under Texas Tax Code, Chapter 313, such as

the nature and amount of the projected investment, employment,
wages, and benefits, will not be considered confidential business
information and will be posted on the internet.

All documents submitied to the Comptroller, as well as all informa-
tion in the application once the school district acts thereon, are
subfect to public release unless specific parts of the application or
documents submitted with the application are identified as confi-
dential. Any person seeking to limit disclosure of such submitted
records is advised fo consult with their legal counsel regarding
disclosure issues and also to take the appropriate precautions fo
safeguard copyrighted material, trade secrets, or any other proprie-
iary information. The Comptrolier assumes no obligation or respon-
sibility refating to the disclosure or nondisclosure of information
submitted by respondents. A person seeking to limit disclosure of
information must submit in writing specific detailed reasons, includ-
ing any relevant legal authority, stating why that person believes
the material to be confidential.

The foliowing outlines how the Comptroiler's office will handle
requests for information submitted under the Texas Public
Informaticn Act for application portions and submitted records
apprepriately identified as confidential.

* This office shall forward the request for records and a copy of
the documents at issue to the Texas Attorney General's office
for an opinion on whether such information may be withheid
from disclosure under the Texas Public information Act.

« The Comptroller will notify the person who submitted the
application/documents when the information is forwarded to
the Atiorney General's office.

* Please be aware that this Ofiice is obligated to comply with
an Aftorney General’s decision, including release of informa-
tion ruled public even if it was marked confidential.

For mors information, visil cur Web site; www.window, state. tx.usftaxinfo/proptax/hb1200/index. himi
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ATTACHMENT 2

Proof of Payment of Application Fee



Proof of payment of filing fee received by the
Comptroller of Public Accounts per TAC Rule
§9.1054 (b)(5)

(Page Inserted by Office of Texas Comptroller of Public
Accounts)



ATTACHMENT 3

Documentation of Combined Group Membership
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ATTACHMENT 4

Detailed Description of Project

Energy Transfer’s subsidiary, ETC Texas Pipeline, is proposing to build a cryogenic gas facility for
the manufacture of industrial gases in Karnes County, within the Kenedy independent School

District. The facility will be constructed on a parcel of land consisting of approximately 320
acres and will be called the Kenedy Gas Plant.

Kenedy Gas Plant

The Kenedy Gas Plant will consist of a single train with a total capacity of 200 million cubic feet
of natural gas per day (MMCFD) in Phase I. The plant will produce industrial gases such as
ethane, butane and propane from liquid rich natural gas that has been collected by upstream
gas gathering systems in the Eagle Ford Shale play and transported to the plant. A second
processing train is planned for Phase |I, which would install an additional 200 million cubic feet
per day of production capacity with construction starting at the end of 2013 depending on the
performance of Phase { and market conditions.

The first step in the manufacturing process is to separate the pipeline condensate liquids from
the pipeline gas. Once separated, the condensate liquids are processed in a condensate
stabilizer system in order to sell the hydrocarbon condensates to the NGL sales pipeline. Gas
from the inlet separators is then treated in the amine treating system for removal of CO2 from
the inlet gas. The removal is required to prevent CO2 freezing in the cryogenic NGL recovery
plant and to meet the sales gas pipeline’s and NGL pipeline’s specifications. The CO2 removed
by the amine system is routed to an incinerator system to destroy incidental hydrocarbon
vapors contained in the CO2 stream. From the amine system, the sweet gas is then sent to the
cryogenic plant for natural gas liquid recovery. The gas is refrigerated by mechanical
refrigeration and by expansion through a turbo expander. The NGL liquids condensed by the
refrigeration system are then pumped to the NGL sales pipeline. Gas from the cryogenic plant,
now stripped of NGL liquids, is compressed and delivered to the sales gas pipeline.

The Kenedy Gas Piant consists of the foliowing main processing units and utility systems which
are classified as “Qualified investment”

e Slug Catcher

* Stabilizer Plant

s (2) 200 MMCFD Cryogenic Gas Processing Units — each consisting of:
o Inlet Facilities

Dehydration

Regeneration

Amine Treater and Thermal Oxidizer

Sulfur Guard unit

NGL Recovery Train

O C 0O 60



NGL Product Delivery Facilities
Residue Recompression & Cooling
Waste Heat Recovery
Heat Medium
Fuel Gas

o Drains & Flare
e Instrument & Utility Air

o ¢ 0 0O ¢

Some preliminary site work has been completed Including leveling, access road improvements
and installation of a fence. Additionally the office/shop building has been erected, foundation
work has started and some of the components of the cryogenic processing unit for Phase | are
stored in a laydown yard at the site (listed in Attachment 12}. The cost of these improvements
and equipment is estimated at $20,133,000 and will not be included as Qualified Investment or
Qualified Propetty.

Ability to Relocate

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

Energy Transfer’s pipeline footprint provides substantial flexibility in where future facilities or
investments may be located. Capital investments are allocated to projects and locations based
on expected economic return and property tax liabilities can make up a substantial ongoing
cost of operation.



ATTACHMENT 6
Description of Qualified Investment

The Kenedy Gas Plant consists of the following main processing units and utility systems which
are classified as “Qualified Investment”

e Slug Catcher
e Stabilizer Plant
e (2) 200 MMCFD Cryogenic Gas Processing Units — each consisting of:
o Inlet Facilities
Dehydration
Regeneration
Amine Treater and Therma! Oxidizer
Suifur Guard unit
NGL Recovery Train
NGL Product Deiivery Facilities
Residue Recompression & Cooling
Waste Heai Recovery
Heat Medium
Fuel Gas
o Drains & Flare
e Instrument & Utility Air

c e 0 0 ¢ C 0 0 00

Some preliminary site work has been completed including leveling, access road improvements
and installation of a fence. Additionally the office/shop building has been erected, foundation
work has started and some of components of the cryogenic processing unit for Phase [ are
stored in a laydown yard at the site (listed in Attachment 12). The cost of these improvements
and equipment is estimated at $20,133,000 and will not be included as Qualified Investment or

Qualified Property.



ATTACHMENT 7

Maps of Qualified Investment
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ATTACHMENT 8
Description of Qualified Property

The Kenedy Gas Plant consists of the following main processing units and utility systems which
are classified as “Qualified Investment”

e Slug Catcher
e Stabilizer Plant
e (2) 200 MMCFD Cryogenic Gas Processing Units — each consisting of:
o Inlet Facilities
Dehydration
Regeneration
Amine Treater and Thermal Oxidizer
Sulfur Guard unit
NGL Recovery Train
NGL Product Delivery Facilities
Residue Recompression & Cooling
Waste Heat Recovery
Heat Medium
Fuel Gas
o Drains & Flare
o Instrument & Utility Air

0 0 0 C o0 0 0 00

Some preliminary site work has been completed including leveling, access road improvements
and installation of a fence. Additionally the office/shop building has been erected, foundation
work has started and some of components of the cryogenic processing unit for Phase | are
stored in a laydown yard at the site (listed in Attachment 12). The cost of these improvements
and equipment is estimated at $20,133,000 and will not be included as Qualified Investment or
Qualified Property.



ATTACHMENT 9

Map of Qualified Property

See Attachment 7



ATTACHMENT 10

Description of Land
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GENERAL WARRANTY DEED

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL
PERSON, YOU MAY REMOVE OR STRIKE ANY OR ALL OF THE
FOLLOWING INFORMATION FROM ANY INSTRUMENT THAT
TRANSFERS AN INTEREST IN REAL PROPERTY BEFORE IT IS FILED
FOR RECORD IN THE PUBLIC RECORD: YOUR SOCIAL SECURITY
NUMBER OR YOUR DRIVER’S LICENSE NUMBER.

DATE: January 20, 2012

GRANTOR: PEGGY SUE’SLLC,

a Texas imited liability company

GRANTOR’S MAILING ADDRESSES:
5825 Tammy Drive
Manvel, Brazoria County, Texas 77578

GRANTEE: ETC TEXAS PIPELINE, LTD.,

a Texas limited partnership

GRANTEE’S MAILING ADDRESS:
Attention: Land & ROW Department
711 Louisiana, Suite 900

Houston, Harris County, Texas 77002

CONSIDERATION: Ten dollars cash and other good and valuable considerations
($10.00 & OVQ), the receipt and sufficiency of which are hereby acknowledged.

PROPERTY (including all improvements): All of those certain tracts or parcels of
land containing 319.98 acres, more or less, the First Tract being 143.28 acres
situated in the J. O'Donovan Survey, A-222, together with the Second Tract of
176.7 acres, being 93.7 acres situated in the A. Aulander Survey, A-20, and 83
acres situated in the Frisbie Survey, A-115, Karnes County, Texas, and being the
same lands described in that certain Correction Special Warranty Deed dated
October 28, 2009, from Michele M. Becker, individually and as Administratrix, to
Peggy Sue's LLC, a Texas lmited liability company, filed for record on
November 6, 2009, and recorded in Volume 909, at Page 535, Official Public
Records, Karnes County, Texas, the same also being more particularly described
by metes and bounds within EXHIBIT “A”, and depicted upon the Survey Plat
identified as EXHIBIT “B”, both attached hereto and made ,% hereof for all

purposes. s

Initials:
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Said lands may be further identified collectively by Karnes County Tax Prbperty
ID Numbers 67160, 67161 and 67162 (Property ID Numbers for information

only).

RESERVATIONS FROM CONVEYANCE: None.

EXCEPTIONS TO CONVEYANCE AND WARRANTY:

1. standby fees, taxes and assessments by any taxing authority for the year 2012
and subsequent years, and subsequent taxes and assessments for that and
prior years due to change in land usage, the payment of all of which Grantee
assumes;

2. validly existing easements and rights-of-way manifested among the public
records in the office of the County Clerk of Karnes County, Texas; and

3. recorded reservations, transfers or leases of oil, gas and/or other minerals.

GRANT: GRANTOR, for the Consideration and subject to the Reservations
from Conveyance and the Exceptions to Conveyance and Warranty, grants, sells,
and conveys to GRANTEE the PROPERTY, together with all and singular the
rights and appurtenances thereto in any way belonging to Grantee, its successors
and assigns forever, to have and to hold the Property to Grantee and Grantee’s
successors and assigns forever. Grantor binds Grantor and Grantor’s successors
and assigns to warrant and forever defend all and singular the PROPERTY to
Grantee and Grantee’s successors and assigns against every person whomsoever
lawfully claiming or to claim the same or any part thereof, except as to the
Reservations from Conveyance and the Exceptions to Conveyance and Warranty
set forth above.

GRANTOR:

PEGGY SUE’S LLC,

a Texas limited liability company

MICHELE M. BECKER
PRESIDENT & SOLE MEMBER
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STATE OF TEXAS )
Qs’ )
COUNTY OF Hﬁa GELS )

he foregoing Warranty Deed was acknowledged before me on this, the
day of January, 2012, by MICHELE M. BECKER, as President and Sole
Member and for and on behalf of PEGGY SUE’S LLC, a Texas limited hability

company.

HOTARYPUBLIC & 7

In and for the State of Texas

< wiv?*’é% JASON ELLIOT HEMLEY

%% wtotary Public, State of Texes
; My Commission Expires
aprit 25, 2015 |l

After recording, return to:

ETC TEXAS PIPELINE, LTD.
Attention: Land & ROW Dept.
711 Louisiana, Suite 900
Houston, TX 77002

T

(p
[
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EXHIBIT “4”
Attached to and made a part of that certain Warranty Deed from

PEGGY SUE'S LLC to ETC TEXAS PIPELINE, LTD.

FIRST TRACT:

All that certain tract or parcel of land lying and being situated in the County of
Karnes, State of Texas, and being a part of the J. O’Donovan Grant or Survey,
being Lot No. One (1), Block A, of the Subdivision of the 8. C. Butler Ranch
lands, and described by metes and bounds as follows, to-wit:

BEGINNING at a stake standing in the Southwest boundary of the James Priest
League of land;

THENCE North 20 degrees West with Southwest line of said James Priest Survey
1486 varas to a stake for a corner;

THENCE West across said J. O’Doenovan Survey 310 varas to a stake for corner
in the Bast boundary line of the A. Aulander Survey;,

THENCE South with the East line of said A. Aulander Survey and C. Frisbie
Survey 1329 varas to a stake for comer standing in the North margin of a 30 foot
road;

THENCE East with the North margin of said road 812 varas to the place of
BEGINNING; CONTAINING 143.28 acres of land.

Being the same land conveyed by G. N. Lynch and wife, to J. W. Tompkins by
Deed dated November 22, 1923, and recorded in Volume 70, Page 600, of the
Deed Records of Kames County, Texas, to which reference is hereby made for all

purposes.

SECOND TRACT:

All that certain tract or parcel of land lying and being situated in Karnes County,
Texas, and described as follows, to-wit:

BEGINNING at a stake standing West 310 varas from the Northeast corner of a
§700 acres of land allotted to S. C. Butler out of the W. G. Butler Estate.
THENCE South with the division line of the J. O’Donovan and A. Aulander
Surveys and the O'Donovan and Frisbie Surveys 1400.9 varas to a stake for the
Southeast comer of this tract set in North margin of a road,

THENCE Notth 89 degrees West with the North margin of said road, 715.5 varas,
to a stake for Southwest comer of this tract;

THENCE North at 575 varas the North line of the Chas. Frisbic Survey in all
1396 varas, to a stake for Northwest corner of this tract;

THENCE East 713 varas to the place of BEGINNING; CONTAINING 176-7/10
acres of land. 93-7/10 acres out of the Aulander Survey and 83 acres out of the
Frisbie Survey, situated in Kames County, Texas, about 12 miles Southwest from
Karnes City, and same being Lot 2, Block A of the Subdivision of t/%izc. Butler

Ranch.

Initials: Vi
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UNANIMIOUS WRITTEN CONSENT OF MEMBERS
OF
PEGGY SUE’S LLC

Pursuant to the Texas Business Organization Codes, the undersigued, being the sole member
of Peggy Sue’s LLC (the “Corapany™), authorizes, by her signature below, the following resolutions:

Sale of Karnes County Property

- WHEREAS, the Company is the owner and shall sell its two tracts of land in Kames Courity,
Texas; First Tract being 143,28 acres of land, more or less, being a part of the J. O’Donovan Grant
or Survey, and Second Tract being 176.7 acres of land, being comprised of 93.7 acres out of the
Aulander Survey and 83.0 acres out of the Frisbie Survey (the “Property”) to ETC Texas Pipeline,
Lid. pursuant to the contract dated Janwary 9, 2012; and '

WHEREAS, sole Member Michele M., Becker is authorized to execute all contracts, closing
documents and any other documents necessary to conclude the sale of the Property.

Resolutions
MNOW, THEREFORE, be it:

RESOLVED, that the sale of the Company’s Property in Karnes County,
Texas to ETC Texas Pipeline, Ltd., is hereby ratified and approved; and

RESQLVED FURTHER, that Michele M. Becker is hereby authorized and
directed to execute all documents, including, but not limited to, contracts, deeds,
closing statements, and all other documents that are necessary to conclude the sale
of the Pfoperty,

‘This.consent may be executed in one or more parts, all of which together shail constitute the
same instrument,

Dated: Januayy 2@_, 2012

7 P

c:kex’; President and Sole

M. Be

" e
c\Becker Companies\Consent-PS-Sale of Kames County Propetty

o

i m
b B



ATTACHMENT 11

Detailed Map Showing Location of the Land with Vicinity Map

See Attachment 7 and above.



ATTACHMENT 12
Description of All Existing Improvements

Preliminary site work has been completed including leveling, access road improvements and
installation of a fence. The office/shop building has been erected and foundation work has
started. Additionally some components of the cryogenic processing unit for Phase | are stored
in a laydown yard at the site. The following components and improvements are on site:

¢ Office/shop Building

e Perimeter Fence

+ (aliche Pad

s Components of one Cryogenic unit including:
Demethanizer

Mole sieve bed

Hot oil heater and pump
Regeneration gas heater

Propane chiller

exchanger and fin fan units

Propane refrigeration compressor and expander skid

g 0 ¢ 0O O O 0O 0O

Associated interconnect piping
The cost of current equipment and improvements on site is $20,133,000.

Working with the Karnes County Appraisal District, separate appraisal accounts for the pre-
application period costs and the post-application period costs of the processing plant will be set
up. The value of the pre-application portion cost of the facility, which will not be part of the
limitation of value agreement, will be tracked in future years as a percentage of the total
project value.



ATTACHMENT 14

Calculation of Three Possible Wage Requirements

ALL INDUSTRIES:

Quarterly Employment and Wages (QCEW)

Page 1 of 1 (40

5011 1stQtr  Kames County Priva

Total, All Industries

Year Period Avg Weekly Wages
2011 st Otr $ 582
2011 2nd Qftr S 590
2011 3rd Qtr $ 677
2011 4th Gtr S 736
Average S 646
110% 5 711



MANUFACTURING:

Quarterly Employment and Wages (QCEW)

Page 1 of 1 {40 results/page)

Year Period Avg Weekly Wages
2011 ist Qtr 5 998
2011 2nd Qir 5 965
2011 ard Qtr ) 1,024
2011 4th Qtr S 1,185
Average S 1,043
110% 5 1,147



2010 Manufacturing Wages by Council of Government Region
Wages for All Occupations

Wages
COG Hourly Annual
Texas
1. Panhandle Regional Planning Commission $18.60 $38,683
2. South Plains Association of Governments $16.21 $33,717
3. NORTEX Regional Planning Commission o $18.34 $38,153
4. North Central Texas Council of Governments $23.45 $48,777
5. Ark-Tex Council of Governments $15.49 $32,224
6. East Texas Council of Governments $17.63 $36,672
7. West Central Texas Council of Governments $17.48 $36,352
8. Rio Grande Council of Governments $15.71 $32,683
9. Permian Basin Regional Planning Commission $19.90 $41,398
10. Concho Valley Council of Governments $15.33 $31,891
11. Heart of Texas Council of Governments $17.91 $37,257
12, Capital Area Council of Governments $25.37 $52,778
13. Brazos Valley Council of Governinents $15.24 $31,705
14. Deep East Texas Council of Governments A $15.71 $32,682
15, South East Texas Regional Planning Commission $27.56 $57.333
16, Houston-Galveston Area Council $24.52 $51,002
17. Golden C t Regional Planning Commission $20.07
i iC t8 “$17.28: it
19. South Texas Development Council $13.27  $27,601
20. Coastal Bend Council of Governments $21.55 $44,822
21. Lower Rio Grande Valley Development Council $14.35 $29,846
22. Texoma Council of Governments $18.10 $37,651
23, Central Texas Council of Governments $17.21 $35,788
24. Middle Rio Grande Development Council _ $13.21 $27,471

Source: Texas Occupational Employment and Wages
Data published: June 2011
Data published annually, next update wiil be June 2012.

Note: Data is not supported by the Bureau of Labor Statistics (BLS).
Wage data is produced from Texas OES data, and is not to be compared to BLS estimates.

Data intended for TAC 313 purposes only.

ALAMO AREA COUNCIL OF GOVERNMENTS

ANNUAL $35952 x 110% = $39,547

WEEKLY $35,952 /52 = $691.38 x 110% = $760.52




ATTACHMENT 15

Description of Benefits

Energy Transfer offers its employees the following benefits:

* & & ¢ 5 B & O & 2 0

401K plan

Medical

Dental

Vision

RX Plan

Flex Spending Account

Life and AD&D insurance

Paid Vacation, Sick, and Holidays
Wellness Programs

Employee Assistance Programs
Extended Sick Leave



ATTACHMENT 17 - 20

Schedules A-D
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Map of Reinvestment Zone
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Order, Resolution, or Ordinance Establishing the Zone



COUNTY OF KARNES
STATE OF TEXAS

AN ORDER DESIGNATING AN APPROXIMATE 320 ACRE TRACT OF LAND,
OWNED BY ETC TEXAS PIPELINE, LTD. & DESCRIBED AS 319.98 ACRES,
MORE OR LESS, THE FIRST TRACT BEING 143.28 ACRES SITUATED IN
THE J. O’'DONOVAN SURVEY, A-222, TOGETHER WITH THE SECOND
TRACT, 176.7 ACRES, BEING 93.7 ACRES SITUATED IN THE A. AULANDER
SURVEY, A-20, AND 83 ACRES SITUATED IN THE FRISBIE SURVEY, A-115,
KARNES COUNTY, TEXAS AS A REINVESTMENT ZONE PURSUANT TO
CHAPTER 312 OF THE TEXAS TAX CODE; MAKING CERTAIN FINDINGS
IN CONNECTION THEREWITH; PROVIDING AN EFFECTIVE DATE; AND
PROVIDING A SEVERABILITY CLAUSE

WHEREAS, the Commissioners Court of the County of Karnes desires to create the
proper economic and social environment to induce the investment of private resources in
productive business enterprises located in distressed areas of the County and to provide
employment opportunities within such areas; and

WHEREAS, the Commissioners Court finds that the 320 acre tract indicated on Exhibit
“A™ and Exhibit “B” (“the property™). which are incorporated herein for all purposes, is
within the County of Karnes; and

WHEREAS, the Commissioners Court finds that the improvements planned for the
property are feasible and practical and would be a benefit to the area after expiration of
any subsequent tax abatement agreement: and

WHEREAS. the Commissioners Court finds that the designation of the area as a
reinvestment zone is likely to contribute to the retention and expansion of primary
employment, and is likely to attract major investment in the area; and

WHEREAS, after notice was published in accordance with Texas Tax Code 312.401(b)
and 312.201(d). a public hearing was held to consider this order on March 31, 201€); and

WHEREAS, the Commissioners Court finds that it is in the County’s interest to designate
the property as a reinvestment zone pursuant to Texas Tax Code 312.401;

NOW, THEREFORE BE I'T ORDERED BY THE COMMISSIONERS COURT OF
THE COUNTY OF KARNES, TEXAS:

Section 1. That the County hereby designates the 319.98-acre tract of real property
located in Kares County and described in the metes and bounds
description and survey map attached hereto as Exhibit “A” and Exhibit
“B" respectively, and legally described as: Approximately 320 acres, more
or less, the first tract being 143.28 acres situated in the J. O'Donovan



Section 2.

Section 3.

Section 4.

Section 5.

Survey, A-222, together with the second tract, 176.7 acres, being 93.7
acres situated in the A. Aulander Survey, A-20, and 83 acres sttuated in
the Frisbie Survey, A-113, Karnes County, Texas, and being that certain
tract of land described in a general warranty deed from Peggy Sue's LLC
to ETC Pipeline, Ltd, Dated January 20, 2012, and recorded in Volume
1026, Page 548 of the Official Public Records of Karnes County, Texas,
as a reinvestinent zone.

That the County finds that the designation of the area as a reinvestment
zone is likely to contribute to the retention and expansion of primary
employment, and is likely to attract major investment in the area, and will
contribute to the economic development of the County.

That the County finds that the property meets the legal qualifications
necessary to receive designation as a reinvestmeént zone pursuani to
Chapter 312 of the Texas Tax Code.

That this order shall take effect from and afier its passage as the law in
such case provides.

If any clause or provision of this order shall be deemed to be
unenforceable for any reason, such unenforceable clause of provision shall
be severed from the remaining portions of the order, which shall continue
to have full force and effect.

PASSED AND APPROVED on the 30" day of April 2

ATTEST:

P T

Barbara Najvar Shaw
County Judge, Karnes County

(ol &m

Carol Swize, County Clerk
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Legal Description of Reinvestment Zone



B b Vol

CHILOTIRS OR 1o

: EXHIBIT “4”
Artached 10 and made a part of that certain Warranty Deed from
PEGGY SUE'S LLC fo ETC TEXAS PIPELINE, LTD.

FIRST TRACT:

All that certain tract or parcel of land lying and being situated in the County of
Kames, State of Texas, and being a part of the J. O'Donovan Grant or Survey,
being Lot No. One (1), Block A, of the Subdivision of the S. C. Butler Ranch
iands, and described by metes and bounds as follows, to-wit:

BEGINNING at a stake standing in the Southwest boundary of the James Priest
League of land;

THENCE North 20 degrees West with Southwest line of said James Priest Survey
1486 varas to a stake for a cormer;

THENCE West across said J. O'Donovan Survey 310 varas to a stake for comer
in the East boundary line of the A. Aulander Survey;

THENCE South with the East line of said A. Aulander Survey and C. Frisbie
Survey 1329 varas to a stake for comer standing in the North margin of a 30 foot
road;

THENCE East with the North margin of said road 812 varas to the place of
BEGINNING; CONTAINING 143.28 acres of land.

Being the same land conveyed by G. N. Lynch and wife, to J. W, Tompkins by
Deed dated November 22, 1923, and recorded in Volume 70, Page 600, of the
Deed Records of Karnes County, Texas, to which reference is hereby made for all

purposes.

SECOND TRACT:

All that certain tract or parcel of land lying and being situated in Karnes Couonty,
Texas, and described as follows, to-wit:

BEGINNING at a stake standing West 310 varas from the Northeast corner of a
5700 acres of land allotted to S, C. Butler out of the W. G. Butler Estate.
THENCE South with the division line of the J. O’Donevan and A. Aulander
Surveys and the O'Donovan and Frisbie Surveys 1400.9 varas to a stake for the
Southeast corner of this tract set in North margin of a road;

THENCE North 89 degrees West with the North margin of said road, 715.5 varas,
to a stake for Southwest corner of this tract;

THENCE North at 575 varas the North line of the Chas. Frisbie Survey in all
1396 varas, to a stake for Northwest corner of this tract;

THENCE East 713 varas to the place of BEGINNING; CONTAINING 176-7/10
acres of land. 93-7/10 acres out of the Aulander Survey and &3 acres out of the
Frisbie Survey, situated in Kames County, Texas, about 12 miles Southwest from
Karnes City, and same being Lot 2, Block A of the Subdivision of t}g(ﬁ. Butler

Ranch,
Initials:
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Tax Abatement Guidelines and Criteria
For Karnes County

Modified on 2/12/10 by:
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Section 1 - Definttions

ABATEMENTTmeans the full or partial exemption from ad valorem taxes of
certain real property in a reinvestment zone designated by the County or City
for economic development purposes.

AGREEMENTmeans a contractual agreement between a property owner
and/ or lessee and the affected jurisdiction for the purpose of tax abatement.

AFFECTED JURISDICTIONmeans Kames County and any city and school
district located in Karnes County that levies ad valorem taxes upon and/ or
provides services to property located within the proposed or existing
reinvestment zone designated by Karnes County or the City of XXXX.

AQUACULTURE/AGRICULTURE FACILITY means building, structures and
major earth structure improvements, including fixed machinery and
equipment, the primary purpose of which is the hatching, incubation, nursing,
maturing and/ or processing to marketable size aquatic culture in commercially
marketable quantities or the processing, refining, packaging, and distribution
of food and/ or fiber products in commercially marketable quantities.

AVERAGE HOURLY WAGEmeans the total annual hourly wages (including
base pay. shift differential and overtime) divided by total annual hours worked
(full-time and full-time equivalent). Wages paid and hours worked are restricted
to the XX XX facility. Highly compensated employees hours and wages will be
excluded from this calculation.

BASE YEAR VALUEmeans improvements necessary for continued operations
that do not improve productivity or alter the process technology.

CAPITAL INVESTMENTmeans the value of new, expanded, replaced or
upgraded facilities and fixtures as appraised and established by the Karnes
County Appraisal District for ad valorem tax purposes.

CITY means City of XXXX.

COMMERCIAL ENTERPRISEmeans a business unit whose primary function
is retail commercial or service sector oriented and is legally operating within

Karnes County.

COMMITTEEshall mean the Karnes County Economic and Community
Development Corporation's (KCE & CDC's) Executive Committee.




COUNTY means Kames County.

DEFERRED MAINTENANCE means improvements necessary for continued
operations that do not improve productivity or alter the process technology.

DISTRIBUTION CENTER is the same term as DISTRIBUTION CENTER
FACILITY.

DISTRIBUTION CENTER FACILITY means building and structures, including
machinery and equipment, used or to be used primarily to receive, store,
service or distribute goods or materials owned by the facility, from which a
majority of the revenues generated by the activity at the facility are derived
from outside Karnes County.

ECONOMIC LIFE means the number of years a property improvement is
expected to be in service in a facility.

ENTERTAINMENT/TOURISM FACILITY means buildings and structures,
including machinery and equipment, used or to be used to provide
entertainment and/ or tourism related services.

EXPANSION means the addition of building, structures, machinery or
equipment for purposes of increasing production capacity.

FACILITY means property improvements completed or in the process of
construction which together comprise an integral whole.

FULL-TIME EQUIVALENT (FTE) means permanent employment for at least
624 hours or more per year or 12 hours or more per week per person on an
annualized basis. Two half time or three one third time jobs equal one full-time

job.

FULL-TIME JOB is defined by the State of Texas as permanent employment for
1820 hours or more per year or 35 hours or more per week per person on an
annualized basis.

HIGHLY COMPENSATED EMPLOYEES as defined by the Fair L.abor
Standards Act hours and wages will be excluded from the calculation of the

facility's overall average hourly wage.

INDUSTRIAL ENTITY (or INDUSTRIAL FACILITY) means a business unit
whose primary function is manufacturing and/ or distribution only.




INITIATING GOVERNING BODY shall be either the XXXX City Councilor the
Kames County Commissioner's Court depending on whether Applicant's
project is located in the City of XXXX or within Karnes County but outside the

City of XXXX.

JOB (or JOBSYmeans a permanent position held by one employee or multiple
full-time equivalent employees.

MANUFACTURING FACILITY means buildings and structures, including
machinery and equipment, the primary purpose of which is or will be the
manufacture of tangible goods or materials or the processing of such goods or
materials by physical or chemical change.

MODERNIZATION means the upgrading and or replacement of existing
facilities which increases the productive input or cost of operation.
Modernization may result from the construction, alteration or installation of
buildings, structures, fixed machinery or equipment. It shall not be for the
purpose of reconditioning, refurbishing or repairing.

MULTI-FAMILY HOUSING FACILITY means a building or business containing
dwelling units designed to be leased to residential tepants. To qualify as a
"multi-family housing facility” the facility must provide not less than two (2)

housing units for lease.

NEW FACILITY means a property previously undeveloped which is placed in to
service by means other than or in conjunction with expansion or
ill Odernization.

QFFICE BUILDING means office building.

OTHER BASIC INDUSTRY means buildings and structures including fixed
machinery and equipment not elsewhere described, used or to be used for the
production of products or services which serve a market primarily outside the
County and result in the creation of new permanent jobs and create new
wealth into the county.

PETROCHEMICAL FACILITY reans a business or industrial unit whose
primary function is the processing, refining, or transportation of petroleun-
based products.

PRODUCTIVE LIFE means the number of years a property improvement is
expected to be in service in a facility.




REGIONAL SERVICE FACILITY means buildings and structures, including
machinery and equipment used or to be used to service goods where a majority
of the goods being serviced are domiciled at least 25 miles from the facility's

location in Karnes County.

REGIONAL TELECOMMUNICATIONS OR DATA PROCESSING FACILITY
Means buildings or structures used to consolidate and/ or coordinate
telecommunications or data processing transactions that are initiated from
locations outside the territorial boundaries of the applicable taxing jurisdiction.

REINVESTMENT ZONE means an area of the City of XXXX or County of
Karnes designated as a reinvestment zone in accordance with the criteria and
procedures set forth in Chapter 312 of the Texas Tax Code.

RESEARCH FACILITY means buildings and structures, including machinery

and equipment, used or to be used primarily for research or experimentation to
improve or develop new tangible goods or materials or to improve or develop the
production processes thereto.

RETAIL FACILITY means a business unit whose primary function is the sale
of goods, products, or services to the public at large.

SCHOOL DISTRICT means XXXX Independent School District.

SERVICE FACILITY means buildings and structures, including fixed
machinery and equipment, used to provide a service.

TOURISM ENTITY means a business unit whose primary function is
entertainment, recreation or education leading to the promotion of tourism.

Section 2 - Abaternents Authorized

A.  Eligible Facilities: A Facility may become eligible for abatement if it is
Located within a designated Reinvestment Zone and is a:

I. Manufacturing or Industrial Facility.
2. Research Facility.
3. Distribution Center Facility.

4. Regional Service Facility.



6. Regional Entertainment or Tourist Facility Including Hotels and
Motels.

6. Other Basic Industry.

7. Multi-Family Housing Facility.

8. Office Building or Office

9. Aguaculture or Agriculture Facility.

10. Petrochemical Facility

11. Regional Telecommunication or Data Processing Facility.

12. Retail Facility, including Restaurants, Health Care and Financial
Institutions.

Effect of Commencement of Construction: A reinvestinent zone or a tax
abatement agreement shall not be established if it is found that the
application for designation of a reinvestment zone and! or the abatement
was filed after the commencement of construction, alteration, or
installation of improvements related to a proposed modernization,
expansion or new facility.

Abatement of New Value: Abatement may only be granted for the
additional value of eligible property improvements made subsequent to
an application for tax abatement. Eligible property improvements must
be in the abatement application and must be included in the tax
abatement agreement between the governmental entity and the property
owner and lessee, subject to such limitation as the governmental entity

may require.

New and Existing Facilities: Abatement may be granted for new facilities
and improvements to existing facilities for purposes of modernization or

expansion.




E. Property Value Eligible for Abatement: Abatement may be extended to
the value of improvements to Real Property as defined by the Karnes
County Appraisal District including building, structures, fixed machinery
and equipment, site improvements plus that office space and related fixed
improvements necessary to the operation and administration of the
facility. The taxing jurisdictions may also agree for the abatement of the
following:

1) Inventories
2) Supplies
3) Tools

EF. Ineligible Property: The following types of property shall be fully taxable
and ineligible for abatement:

I. Land.
2. Furnishings and other forms of movable personal property.
3. Vehicles.

4. Watercraft.

5. Adircraft.

6. Deferred Maintenance Investments.

7. Property to be rented or leased except as provided in Section 2, G.

8. Improvements for the generation and transmission of electrical
energy the majority of which is not consumed by a new facility or
expansion.

9. Any improvements, including those to produce, store or distribute
natural gas, fluids or gases, which are not integral to the operation
of the facility.

10.  Property owned or used by the State of Texas, Federal, or Foreign
government or one of their political subdivisions.

11.  Property owned by any organization that is owned, operated or
directed by a political subdivision.

G. Owned or Leased Facilities: If a leased facility is granted abatement, the
agreement shall be executed with the lessor and lessee.




Fconomic Oualification: In order to be eligible for tax abatement, the

planned new facility or planned expansion of an existing facility must;

1. Be reasonably expected to increase the value of the property a
minimum of $75,000.00 after completion of construction or within
two years after the abatement agreement is entered into, whichever
is earlier.

2. Be reasonably expected to prevent the loss of employment, retain,
or create employment for at least five (5)* people on a full time
permanent basis at the site of the eligible facility.

3. Be necessary because capacity cannot be provided efficiently
utilizing existing improved property.

4, Be reasonably expected to contribute to the economic development
of the reinvestment zone and the City and County.

5. Must not be expected to solely or primarily have the effect of
transferring employment from one part of Karnes County to

another.

*Minimum number of jobs may be waived for Multi-Family Housing
Facility.

Abatement Considerations: Abatement may be granted for up to 100%
of the value of eligible property. The following factors will be considered
in determining the percentage of the abatement:

1 Number of jobs and type created or retained (permanent full time
qualifying for Abatement percentages plus part timers or
temporary hires) in excess of the minimum required herein.

2. Capital investment amounts, type and expected economic life of
eligible property in excess of the minimum required here.

3. Level of wages to be paid to employees and whether new jobs
created will be filled by persons residing in or projected to reside in
Karnes County.

4. Capital investment amounts, type and expected economic life of
new taxable property to be included in the project.

5. Sales Taxes, hotel taxcs or other incomes or projected population
growth that would be generated by the project to the benefit of
governmental entities.

6. Off site infrastructure investment by applicant.



7.

10.

Off site infrastructure investment by County, City, or other public
entities in order fo serve the project.

Use of City utilities where available (i.e. water, wastewater).

Whether proposed improvements compete with existing businesses
to the detriment of the local economy or adversely impact the
business opportunities of existing businesses.

Whether the project is environmentally compatible with the
community.

The applicable governmental entity shall have the authority to determine
the percentage of tax abatement according to the above criteria in order

to:
1. Accomplish their economic development goals;
2. Insure that governmental entities are not hampered in their
delivery of services; and
3. Insure that the property tax burden is not shifted to present
taxpayers without offsetting advancement of a public purpose.
Denial of Abatement: No Abatement Agreement shall be authorized if

it i3 determined that:

(1

(2)

(3)

4)

)

There would be a substantial adverse affect on the tax base or
costs associated with the providing of government services.

The applicant has insufficient financial capacity, which reasonably
could be expected to jeopardize the success of the undertaking.

The planned or potential use of the property would constitute a
hazard to public safety, health or morals.

Granting an Abatement might lead to the violation of other codes
or laws.

For any other reason deemed appropriate by KCE & CDC's Executive
Committee, or applicable governmental entity.

Review: CE & CDC's Executive Committee will review tax abatement
applications and make recommendations on the percentage, duration



and supplemental performance requirements (if any) of the

proposed
Abatement to the appropriate governmental entities for approval.

L. Term of Abatement: Abatement shall be granted for a term of up to ten
(10) consecutive years, effective with January 1 valuation date
immediately following the date of execution of the Abatement
Agreement.

M.  Abatement Guidelines: KCE & CDC's Executive Committee in
determining
the recommended Abatement will use the following guidelines:

Number of New Jobs or

Abatement Amounts Per Year

New Capital Investment 1 2 3 4 5 6-10
5% to 10 $75,000 to $150,000 100 75 50 30 15 o]
11 to25 $150,001 to $300,000 100 80 60 40 20 0
26 to 50 $300,001 to $600,000 100 50 70 50 25 15
51 & Above | $600,001 & Above 100 100 75 50 50 25

* 200 & Above; §6,000,000 & Above

95(1) 90(2) B5(3) 80(4) 75(5)
70(6) 65(7) 60(8) 55(9) 50(10)




Once the minimum number of new jobs (5)* and/ or the minimum capital
investment level ($75,000) is met, the abatement percentage amounts to
be recommended may be based either on the number of new jobs or the

new capital investment level.

In addition to the abatement percentages cited above, an additional
1%

may be added for each payroll unit of $25,000 or more (i.e. each
employee earning $25,000 per year) up to a maximum of 25%.
Abatement amounts may not exceed 100% or go beyond ten years
with

the maximum abatement for the tenth year being 50%.

*Minimum number of jobs may be waived for Multi Family

Housing
Projects.

In addition to the criteria cited above, KCE & CD(C's Executive

Committee
may recommend and each applicable governmental entity may

individually approve adding or subtracting abatement percentage
amounts based on Abatement Considerations cited in Section 2, 1.

™. Taxability: From the execution of the abatement contract to the end
of

the agreement period, taxes shall be payable as follows:

I. The value of the ineligible property as described in Section
2, F shall be fully taxable.

2. The base year value of existing eligible properties as determined



each year shall be fully taxable.

The additional value of eligible properties shall be taxable at the
non-abated percentage of their value as determined by the
applicable governmental entity based on recommendations made
by KCE & CDC's Executive Committee and the guidelines cited

above and shall be fully taxable at the end of the Abatement period.

Section 3 - Application

A.

Written Application: Any present or potential owner of taxable property in
an affected jurisdiction may request the creation of a Reinvestment Zone
and Tax Abatement by filing a written request with the affected
jurisdictions and attaching a plat and metes and bounds description

| effectively describing said Reinvestment Zone. Applicants may request

Tax Abatement by filing a written application with the City

Administrator, City Secretary, or County Clerk (or his/her designated
representative) of the appropriate jurisdiction. Appropriate jurisdictional
staff will review the application for completeness and accuracy and

submit it to KCE & CDC's Executive Committee for consideration. KCE &
CDC's Executive Committee will then meet to consider the application and
develop a recommendation to the appropriate jurisdictions.

Contents of Application: The application shali consist of;

1. A completed application form accompanied by a general
description of the new improvements to be undertaken.

2. A descriptive list of the improvements for which the Abatement is
requested.
3. A list of the kind, number, and location of all proposed

improvements of the property.
4. A map and property description.

5. A time schedule for undertaking and completing the proposed
improvements.

In the case of a modernization or expansion project, a statement of the
assessed value of the facility, separately stated for real and personal
property, shall be given for the tax year immediately preceding the
application. The application form may require such financial and other
information as the taxing jurisdiction deems appropriate for evaluating



the financial capacity and other relevant factors of the applicant.

C. Written Notification to Governmental Bodies: Upon receipt of a completed
application, the City Administrator, City Secretary, or County Clerk (or
his/her designated representative) of the appropriate jurisdiction shall
forward a copy of the application to the presiding officer of the
governmental jurisdictions having jurisdiction of the property covered by

the applications.

D. Feasibility: After receipt of an application for tax abatement, the taxing
jurisdiction, KCE & CDC's Executive Committee, and the Karnes County
Chief Appraiser shall jointly consider the feasibility and the impact of the
proposed Tax Abatement. The review of feasibility shall include, but not
be limited to, an estimate of the economic effect of the Abatement of
taxes and the benefit to the governmental jurisdictions and property to
be covered by such Abatement.

Section 4 - Agreement

A Contents of Tax Abatement Agreement: The Tax Abatement Agreement
with the owners of the facility shall include:

1. A list of the kind, number, and location of all proposed
improvements of the property.

2. Provision for access to and authorized inspection of the property by
municipal or county employees to ensure that the improvements or
repairs are made according to the specifications and conditions of
the Agreement. All inspections shall be conducted in a manner
that does not unreasonably interfere with the construction or
operation of the facility; provided. however, the City or County may
conduct inspections without advance notification to applicant. A
representative of applicant shall have the right to be present
during any such inspection. Any inspection shall be conducted in
accordance with accepted safety standards.

4, Provisions to limit the uses of the property consistent with the
general purpose of encouraging development or redevelopment of



the Reinvestment Zone during the period that property tax
exemptions are in effect.

5. Provisions for recapturing property tax revenue lost as a result of
the Agreement if the owner of the property fails to make the
improvements or repairs as provided by the Agreement.

5. The estimated value to be subject to Abatement.

6. The percentage of value to be abated each year as provided in
Section 2.

7. The commencement date, and termination date of the Agreement.

8. The proposed use of the facility, nature of construction, time
schedule, and map property description, as provided in the
application.

9. The amount of capital investment, and minimum number of jobs

created by the project.

10. Reporting requirements, including periodic capital investment
reports during construction and periodic manpower reports from
applicant's personnel officer confirming the number of additional
employees added and retained as a result of the capital
investment.

11.  Applicant shall warrant that the information provided to the taxing
jurisdictions are true and correct, and that any materially false or
misleading information that is provided on the application or, in
any periodic report to the taxing jurisdictions, may be grounds for
the termination of the existing Tax Abatement and possible liability
for the capture of past taxes normally due.

12.  If the applicant is a City utility customer, the applicant agrees to
remain a City utility customer during the abated period, and
maintain currency on City utility bill payment for the period of the
Abatement.

Agreements with multiple owners in a single designated Reinvestment Zone
must have identical terms.,



B. Additional Fees: Extraordinary additional fees incurred by governmental
bodies in preparation of Tax Abatement Agreements will be paid by the
applicant upon execufion of the Agreement.

C. Notice of Agreement: Not later than the seventh day before the date on
which the City Councilor County considers an agreement, the City
Administrator, City Secretary, or County Clerk (or his/her designated
representative) shall deliver to the presiding officer of the governing body
of each taxing jurisdiction in which the property is located, a written
notice that the City / County intends to enter into the Agreement. The
notice must include a copy of the proposed Agreement and shall be hand
delivered or sent by certified mail.

Section 5. Recapture

A. In the event that the facility is completed and begins producing product
or service, but subsequently discontinues producing product or service
for any reason excepting fire, explosion or other casualty or accident or
natural disaster for a period of six (6) months during the Abatement
period, then the Abatement Agreement shall terminate and so shall the
Abatement of the taxes for the current and any future calendar year
during which the facility no longer produces. The taxes that were 1o be
abated for that calendar year shall be paid to the affected jurisdictions
within 60 days from the date of termination.

B. Should the governing body determine that the company or individual is
in default according to the terms and conditions of its Agreement, the
governing body shall notify- the company or individual in writing at the
address stated in the Agreement, and if such is not cured within 60 days
from the date of such notice (Cure Period), then the Agreement may be
terminated.

C. In the event that the company or individual (1) allows its unabated ad
valorem taxes owed any of the atfected jurisdictions to become
delinquent and fails to timely and properly follow the legal procedures for
their protest and/ or contest, or (2) violates any of the terms and
conditions of the Abatement Agreement with any of the affected
jurisdictions and fails to cure during the Cure Period, the Agreement
then may be terminated by every affected jurisdiction and all taxes
previously abated by virtue of every Agreement will be recaptured by
each affected jurisdiction and shall be paid by the applicant to each
affected jurisdiction within 60 days of the termination.



Section 6 - Administration

A,

The Chief Appraiser of the Karnes County Appraisal District shall
annually determine an assessment of the real and personal property
comprising the Reinvesiment Zone. Each year the company or individual
receiving Abatement shall furnish the assessor with such information as
may be necessary for Abatement, including the number of new or
retained employees associated with the facility. Once value has been
established, the Chief Appraiser shall notify the affected jurisdictions,
which levies taxes on the amount of the assessment.

The Agreement shall stipulate that employees and/or designated
representatives of the jurisdiction establishing the Reinvestment Zone
and entering into a Tax Abatement Agreement will have access to the
Reinvestment Zone during the term of the Abatement to inspect the
facility to determine if the terms and conditions of the Agreement are
being met. All inspections will be made only after the giving of twenty-
four {24) hours prior notice and will only be conducted in such manner
as fo not unreasonably interfere with the construction and/ or operation
of the facility. All inspections will be made with one or more
representatives of the company or individual and in accordance with its

_safety standards.

1. Upon completion of construction, the jurisdiction establishing the
Reinvestment Zone and entering into a Tax Abatement Agreement
shall annually evaluate each facility and report possible violations
of the contract and Agreement to each affected jurisdiction.

2. All proprietary information acquired by any affected jurisdictions
for purposes of monitoring compliance with the terms and
conditions of an Abatement Agreement shall be considered
confidential.

Section 7- Assignment

A,

The Abatement may be transferred and assigned by the holder 1o a new
owner or lessee of the same facility upon the approval of resolution of
each affected jusrisdiction, subject to the financial capacity of the
assignee and provided that all conditions and obligations in the



D.

Abatement Agreement are guaranteed by the execution of a new
contractual Agreement with each affected jurisdiction.

The contractual Agreement with the new owner or lessee shall not exceed
the termination date of the Abatement Agreement with the original owner
and/or lessee.

No assignment or transfer shall be approved if the parties to the existing
Agreement, the new owner or new lessee are liable to any affected
jurisdiction for outstanding taxes or other liabilities.

Approval shall not be unreasonably withheld.

Section 8 - Sunset Provision

A.

These Guidelines and Criteria are effective upon the date of their
adoption and will remain in force for two years, at which time all
Reinvestment Zones and Tax Abatement contracts created pursuant to
its provisions will be reviewed by the governing body to determine
whether the goals have been achieved. Based on that review, the
Guidelines and Criteria may be modified, renewed or eliminated
providing that such actions shall not affect existing contracts.

These guidelines and criteria do not apply to Industrial District Contracts
entered into in accordance with chapter 42 of the Texas Local
Government code.



Section 9 ~ Severability and L.imitations

Al

In the event that any section, clause, sentence, paragraph or any part of
these Guidelines and Criteria shall, for any reason be adjudged by any
court of competent jurisdiction to be invalid such invalidity shall not
affect, impair, or invalidate the remainder of these Guidelines and

Criteria,

If these Guidelines and Criteria have omitted any mandatory
requirements of the applicable Tax Abatement laws of the State of Texas,
then such requirements are hereby incorporated as a part of these
Guidelines and Criteria.

Signed and Approved This
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COMPTROLLER’S LETTER

. September 17,2012



§ USs AN TEXAS COMPTROLLER of PUBLIC ACCOUNTS

C OMTB § FO.Box IZ528 » Austiv, TX 78711-3528

August 31, 2012

Thomas Brad Lane

Superintendent

Kenedy Independent School District
401 FM 719

Kenedy, Texas 78119

Pear Superintendent Lane:

On June 27, 2012, the Comptroller received the completed application for a limitation on appraised value
under the provisions of Tax Code Chapter 313", This apptication was originally submitted on June 18,
2012 to the Kenedy Independent School District (Kenedy ISD) by ETC Texas Pipeline, LTD. This letter
presents the results of the comptroller’s review of the application:

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

2) under Section 313.025(d), to make a recommendation to the govemning body of the school
district as to whether the application should be approved or disapproved using the criteria set out by
Section 313.026.

Kenedy ISD is currenily classified as a rural school district in Category 3 according to the provisions of
Chapter 313. Therefore, the applicant properly applied under the provisions of Subchapter C, applicable
to rural school districts. The amount of proposed qualified investment {$176.4 million) is consistent with
the proposed appraised value limitation sought ($10 million). The property value limitation amount noted
in this recommendation is based on property values available at the time of application and may change
prior to the execution of any final agreement. ETC Texas Pipefine, LTD is proposing the construction of a
manufacturing facility in Karnes County. ETC Texas Pipeline, LTD is an active franchise taxpayer in
good standing, as required by Tax Code Section 313.024(a).

As required by Section 313.024(h), the Comptroller has determined that the property, as described by the
application, meets the requirements of Section 313.024 for eligibility for a limitation on appraised value
under Chapter 313, Subchapter C.

After reviewing the application using the criteria listed in Section 313.026, and the information provided
by ETC Texas Pipeline, LTD, the Comptroller’s recommendation is that ETC Texas Pipeline, LTD's
application under Tax Code Chapter 313 be approved.

Our review of the application assumes the truth and accuracy of the statements in the application and tha,
if the application is approved, the applicant would perform according to the provisions of the agreement
reached with the school district. Our recommendation does not address whether the applicant has
complied with all Chapter 313 requirements. The school district is responsible for verifying that ail
requirements of the statute have been fulfilled. Additionatly, Section 313.025 requires the school district
to determine if the evidence supports making specific findings that the information in the application is
true and correct, the applicant is eligible for a limitation and that granting the application is in the best

b Al statutory references are to the Texas Tax Code, unless otherwise noted.
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interest of the school district and state. As stated above, we prepared the recommendation by generally
reviewing the application and supporting documentation in light of the Section 313.026 criteria.

Note that any new building or other improvement existing as of the application review start date of June
27, 2012, or any tangible personal property placed in service prior to that date may not be considered
“Qualified Property” as defined by 313.021¢2).

The Comptroller’s recommendation is based on the application that has been submitted and reviewed by
the Comptroller. The recommendation may not be used by the ISD to support its approval of the property
value limitation agreement if the application is modified, the information presented in the application
changes, or the limitation agreement does not conform to the application. Additionally, this
recommendation is contingent on future compliance with the Chapter 313 and the Texas Administrative
Code, with particular reference to the following requirements related to the execution of the agreement:
1. The applicant must provide the Comptroller a copy of the proposed limitation on
appraised value agreement no later than 10 days prior to the meeting scheduled by the
district to consider approving the agreement, so that the Comptroller may review it for
compliance with the statutes and the Comptroller’s rules as well as consistency with the
application;
The limitation agreement must contain a provision that reguires the applicant to provide sufficient
information to the Central Appraisal District to distinguish between and separately appraise
qualified property (as defined by 313.021(2)) from any property that is not qualified, the district
to confirm with the CAD that the applicant has provided such information, and that this office is
provided with the CAD approved information not later than the first annual reporting period
following the execution of the agreement.
3. The Comptroller providing written confirmation that it received and reviewed the draft
agreement and affirming the recommendation made in this Jetter;
4. The district must approve and execute a limitation agreement that has been reviewed by
this office within a year from the date of this letter; and
5. Section 313.025 requires the district to provide to the Comptroller a copy of the signed
limitation agreement within 7 days after execution.

!\J

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood@cpa.state.tx.us or by phone at 1-800-531-5441, ext, 3-3973,
or direct in Austin at 312-463-3973,

Sincerely,

/) 4
_ 1/~ D { $7 1o 2
Y

Magin A. Hubert
Deputy Comptroller

closure

- Robert Wood
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Ecenomic Impact for Chapter 313 Project

Applicant ETC Texas Pipeline, LTD
Tax Code, 313.024 Eligibility Category Manufacturing
Scheal District Kenedy
2010-11 Enrollment in School District 663
County Karnes
Total Investment in District $159,870,000
Qualified Investment $176,400,000
Limitation Amount $10,000,900
Number of total jobs committed to by applicant 15
Number of gualifying jobs committed lo by applicant 12
Average Weekly Wage of Qualifying Jobs commitied to by applicant $1,058
Minimum Weekly Wage Reguired Tax Code, 313.051(b) $761
Minimurm Annual Wage committed to by applicant for qualified jobs $55,000
Investment per Qualifying Job $16,655,833
Estimated 15 year M&O levy without any limit or credit: $23,079,188
Estimated gross 15 year M&O tax benefit $14,962 498
Estimated 15 year M&O tax benefit (afrer deductions for estimated

school district revenue protection--but not including any deduction

for supplemental payments or extraordinary educational expenses): $13,892,563
Tax Credits (estimated - part of total tax benefit in the two Jlines

above - appropriated through Foundation School Program) $1,987,236
Net M&O Tax (15 years) After Limitation, Credits and Revenue

Protection; $9,186,625
Tax benefit as a percentage of what applicant would have paid

without value limitation sgreement {percentage exempted) 60.2%
Percentage of tax benefit due io the limitation 86.7%
Percentage of tax benefit due to the credit, 13.3%




This presents the Comptroller’s economic impact evaluation of ETC Texas Pipeline, LTD (the project) applying to
Kenedy Independent School District (the district), as required by Tax Code, 313,026, This evaluation is based on
information provided by the applicant and examines the following criteria:

(1)
(2)
(3)
(4
&)

(6)
(D
(8)
(9)
(10}

(11)
(12)

(13)
(14)

(13)
(16}

{In

{18)

(19)
(20

the recommendations of the comptroller;

the name of the school district;

the name of the apphicant;

the general nature of the applicant’s investment;

the relationship between the applicant’s industry and the types of qualifying jobs to be created by the

applicant to the fong-term economic growth plans of this state as described in the strategic plan for economic

development submitted by the Texas Strategic Economic Development Planning Commission under Section

481.033, Government Code, as that section existed before February 1, 1999;

the relative level of the applicant’s investment per qualifying job to be created by the apphcant

the number of qualifying jobs to be created by the applicant;

the wages, salaries, and benefits to be offered by the applicant to qualifying job holders;

the ability of the applicant to locate or relocate in another state or another region of this state;

the impact the project will have on this state and individual local units of government, including:

(A) tax and other revenue gains, direct or indirect, that would be realized during the qualifying time period,
the limitation period, and a period of time after the limitation period considered appropriate by the
comptroller; and

(B) economic effects of the project, including the impact on jobs and income, during the qualifying time
period, the limitation period, and a period of time after the limitation period considered appropriate by
the comptroller;

the economic condition of the region of the state at the time the person's application is being considered;

the number of new facilities built or expanded in the region during the two years preceding the date of the

application that were eligible to apply for a limitation on appraised value under this subchapter;

the effect of the applicant’s proposal, if approved, on the number or size of the school district's instructional

facilities, as defined by Section 46.001, Education Code;

the projected market value of the gualified property of the appliéant as determined by the comptrolier;

the proposed limitation on appraised value for the qualified property of the applicant;

the projected dollar amount of the taxes that would be imposed on the qualified property, for each year of the

agreement, if the property does not receive a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment and projected tax rates clearly stated;

the projected dollar amount of the taxes that would be imposed on the qualified property, for each tax year of

the agreement, if the property receives a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment clearly stated,

the projected effect on the Foundation School Program of payments to the district for each year of the

agreement;

the projected futare tax credits if the applicant also applies for school tax credits under Section 313.103; and

the total amount of taxes projected to be lost or gained by the district over the life of the agreement computed

by subtracting the projected taxes stated in Subdivision (17) from the projected taxes stated in Subdivision

(16).



Wages, salaries and benefits [313.026(6-8)]

After construction, the project will create 15 new jobs when fully operational. Twelve jobs will meet the criteria for
qualifying jobs as specified in Tax Code Section 313.021(3). According to the Texas Workforce Commission
(TWC), the regional manufacturing wage for the Alamo Area Council of Governments Region, where Karnes
County is Jocated was $35,952 in 2010. The annual average manufacturing wage for 2011 for Karnes County is
$54,236. That same year, the county annual average wage for all industries was $33,592. In addition to a salary of
$55,000, each qualifying position will receive the following benefits: 401(k) plan; medical; dental, vision; Rx Plan;
flex spending account; life and AD&D insurance; paid vacation, sick and holidays; wellness programs; employee
assistance programs; and extended sick leave. The project’s total investment is $199.9 million, resulting in a
relative level of investment per qualifying job of $16.7 million.

AMbility of applicant to locate to another state and {313.026(9)]

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

Energy Transfer's pipeline footprint provides substantial flexibility in where Future facilities or investments may be
located, Capital investments are allocated to projects and locations based on expected economic retumn and property
tax labilities can make up a substantial ongoing cost of operation.”

Number of new Facilities in region [313.026(12)]

During the past two years, two projects in the Alamo Area Council of Governments Region applied for value
limitation agreements under Tax Code, Chapter 313.

Relationship of applicant’s industry and jobs and Texas’s economic growth plans [313.026(5)]

The Texas Economic Development Plan focuses on attracting and developing industries using technology. It also
identifies opportunities for existing Texas industries. The plan centers on promoting economic prosperity
throughout Texas and the skilled workers that the ETC Texas Pipeline, LTD project requires appear to be in line
with the focus and themes of the plan. Texas identified manufacturing as one of six target clusters in the Texas
Ciuster Initiative, The plan stresses the importance of technology in all sectors of the manufacturing industry.

Economic Impact [313.026(10)(A), (10)(B), (11), (13-20)]

Table § depicts ETC Texas Pipeline, LTD's estimated economic impact to Texas. It depicts the direct, indirect and
induced effects to employment and personal incomne within the state. The Comptroller’s office calculated the
economic impact based on 16 years of annual investment and employment levels using software from Regional
Economic Models, Inc. (REMI). The impact includes the construction period and the operating period of the
project.



Table 1: Estimated Statewide Economic Impact of Investment and Employment in ETC Texas Pipeline, LTD

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2012 140 133 1 2731 38,400,000 $7,600,000 |  $16,000,000
2013 80 108 | 188 54,710,000 $7,290,000 |  $12,000,000
2014 155 191 1 3461 59,165,000 513,835,000 |  $23.000,000
2015 15 68 83 $765,000 $7,235,000 $8,000,000
2016 15 73 88 $765,000 $8,235,060 $9,000,000
2017 15 72 87 $765,000 $8,235,000 $9,000,000
2018 i3 74 89 $763,000 $8,235,000 $9,000,000
2019 15 75 90 $765,000 $9,235,000 |  $10,000,000
2020 15 77 92 $765,000 $9,235000 | $10,080,000
2021 15 83 98 $765,000 $9,235,000 | $i0,000,000
2022 15 84 99 $765,000 $10,235.000 | $11,000,000
2023 15 85] 160 $765,000 $10,235,000 |  $11,000,000
2024 15 79 94 $765,000 $10,235,000 1 $11,000,000
2025 i5 7 92 $765,000 $10,235,000 | $11,000,000
2026 15 77 92 $765,000 $11,235000 1 $12,000,000
2027 15 79 94 $765,000 $11,235,000 | $12,000,000

Source: CPA, REMI, ETC Texas Pipeline, LTD

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in 2010. Kenedy ISD's ad
valorem tax base in 2010 was $147 million. The statewide average wealth per WADA was estimated at $345,067
for fiscal 2010-2011. During that same year, Kenedy ISI)'s estimated wealth per WADA was $140,144. The impact
on the facilities and finances of the district are presented in Attachment 2.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district, Karnes County, Karnes
County Wide Hospital District, Karnes County Wide Rural Fire District, Evergreen UWCD, Karnes County Wide
Road & Bridge District, and San Antonio River Authority, with all property tax incentives sought being granted
using estimated market value from ETC Texas Pipeline, LTD's application. ETC Texas Pipeline, LTD has applied
for both a value limitation under Chapter 313, Tax Code and tax abatements with the county and hospital district,
Table 3 illustrates the estimated tax impact of the ETC Texas Pipeline, LTD project on the region if all taxes are
assessed.
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Attachment | includes schedules A, B, C, and D provided by the applicant in the application. Schedule A shows
proposed investment. Schedule B is the projected market value of the qualified property. Schedule C contains
employment information, and Schedule D contains tax expenditures and other tax abatement information.

Attachment 2, provided by the district and reviewed by the Texas Education Agency, contains information relating
to the financial impact of the proposed project on the finances of the district as well as the tax benefit of the value
limitation. This attachment shows the estimated M&O tax levy without the value limitation agreement would be
$20,382,570. The estimated gross M&O tax benefit, or levy loss, is $14,962,498,

Attachment 3 is an economic overview of Karnes County.

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
rot intended for any other purpose.



Attachments

1. Schedules A, B, C, and D provided by applicant in
application -

2. School finance and tax benefit provided by district

3. County Economic Overview






BN

 SNBRSRISE tﬁwﬁﬁu&gm@mmﬂgw

2o T/

R R S SN SRR

taie peBNIBYS 500 pa ARTREREE rUlipo § ik SIRY W RN 20 SITURSR SIE DU QORI 208 R PN IRMRE (HGE QI SR INE IR e
‘unpe=ydiy e B R et AR o ainpetan aRi Bupes SHASCA, RIS T LR A PR gsoids [NEIB0 MUY G ARG S 180D MEPELYE BL
TR I UL ORI UG IRepB MR Usadde Sigtuns i melit um wpoued o Sinrenit parcap s sraosd “gonid e Tsiked Al e Pesdaspa g R

- Eﬁxﬁugﬁmvikuaﬁu: POFIDR SUN - R-BE, 512 BULing PSS ONEE o 4 18 fromry g Lo DU SO
1 SIS [SUDERTNS KT (FIR DL B Al Saalliios JLEICY “PUn] (3] PUROM RR0BIN KUTS Joy BRAIBIS HAl iR $R00D BY)

wepmion ey 1wy sienen o pRsadibies s

SRRy AL RRSERINR PR TIPS A Ty ST B S EEIC oS I Rt ) NS Ltiate pocmnks 34 Fiul AL TPLE WK 2905 10 OO JEREEH
"G BUDUEALIOT SREBASIARRS 10 SUETNC AR U WALISOAUL BROHTR] i TUSTRIER: QBN POCHS SopUur ¥k Yetme DUS; Bostrds sl BOne tiosh it sag

oy vy

o b enod e, Rt WWTESERAE TRult
¥ 10 GERICYO F FRRA YOG THDLRAIE DELIRIS ) SUPDLIE Jetrn £0¢ syt @ U
*prEiad SR Bladh Waluoomanr DR M) FRRDDRUSE 1 e tio nea b 52 vt w ey Asded fissdas HUPHIOERRL, K URRAY Ja TeRe B

Taretosd sveressch eyl I {URILERNR UL S0 W Caidar ROk FiNS i S35 *popud au BOVamnt: o1 0pHnG Sk big e

PREY0) BATRALANS jol *SHed LoeR Daealy :
OHVRLILETEEES 60 KEL W SR 43 - mbisain bazsml SR U0 ot Sy Apedond wowns ayplin S fussinsaney et K0 1N SR R S13 SNsRRiEs it

IR X DODERUCCS Y UM R 300 AR AR ls LaaEm e 1 VR Bt iy aci tpees rxBag A bosmd 65ty Bty

ot INEEIA jo tassding qr do
I LEIOT

1T Jiras At Fa v Gt POUE Qrre et
207 ARy ¥l POl HSERE g
LT frarag g £
e ) msme | o DLREI RN AT D IOD | i
=5 [F 2ot 54
oz TR | O
V2 frinirecd &
e 2z
B i 154 i Ky 3 G50 TR
- DEAR SONEUN OOPEN ™
BI0Z armE | & . 1L
%1 1 Blaeior &
:3t 0 { Aaramar ¥
, 1 SHOLHI0E ¢
{pogooene  %1-  Siooveoenl £1 ez SHENE | ¥ enad
e S I 3 omeren B BT} OSWOREIOZ | § | gum udentie ek o mediong
: L ol
E . PAGBNG RUNGTHL of ESI SN UERKE
TR L 51~ %1 pinDbog * 21 BEOEZIDE oamtedsy possiad Ot} Dtipigenh jo el
] ] T S enandIRK LI 1O 5. U U S IR {smusges
10 mARddn pivn SO SR AESEIBnsaRl)]  Ou Gimonsss)
P ) ; i , T pousdsick
] (Ramdosd paspnnk wizcony of s sogeonddel . = ke
B EEETE - £ ooinner 5 zng BT a.&a&%sﬁw&ﬁweﬂwﬁxﬁg wﬁhﬂﬁﬁﬂw
SRR bRy B YR SBW AR Bynonsid sk oy
) tusosoaty pesnh Swoong)
SR LRI s1- 5 ooaarng £ ZinE THREEZ | o) opbae sou Aireseod Fieenh BAU) R340
5 . ! ot e ke: BUs) Biarma TR IHFRIESAL]
FeLrey . EC Stwpn tng Ahda ] ORI | e,
RRIRALLY TRTE i il st fop iniemes wrpeoeyd {soeativol]  (ropemak s jonivg
1 Do  abnmeanug Bty § ROGUOEION SRISAIKGENIOL) TRISIGEEARWIN X I Sk T eTRR tE Ie)
apE Tt i R tuog Apiadg sty ELU7 e
Mg 4 apioms,
T Laiery
PR AR W R0 uiﬁﬁﬁ%ﬂgv ) .
BINNORY INSNISANE AT d ey o
T By TR BTG

jusiys A q9LeE Avl augl v Binpeyss

Q47 'Rupdc RRNE OIS sunegy sy




3iva

‘patiueyd Jou saey sejewnse jeuuo 3
‘uopesfidde rpufuo aiy uey oo asodhind Aue 3

219Z-8/-9

SALLVYINASIUITE ANVIROD nmm_moxf_b% FHNLYNDIS

*SIBEA AU PUE JUBLINGD 10} SIIEILRSS Wepdn pue sivek jeed 103 equp Pyns jeseidde
o} Binpatias sy Bujsn veyar Jipein Xet Joj usprojidde Aue pue uopes)dde prwbuo s

“uogexe) Auedard Jo sesodind sy Joj anjea ajgexe) 2uniny JO SeLss Uiie) poob s

.

pas>

‘1M aImn; Jop SjUNOWE aSOU; JRUR

1RO M sepeiunes (puBiio soejday
M PORRNGHE 24 BN BINPaLDE SNy,

SIESA SINNY W SNjBA e (SojoN

SBL'085'IzL 4B1'086°221 oon'on's 000'00L'FEL - $BL'GSS 220z 8202-2202 gl PoLSH dr-o|es -180d
$81.'089'1¢1 S0L068'LES 000°'006'S 000'002"8EL - SuL'oss szoe L208-9202 Pl pousg dr-emes 504
SB1'DBE'CE) GEL'0B6'SEL oon'onL'L £08'005 2 - 581085 sz0z 920Z-520Z £l
USRI 18
GBL0BL'OVL | SeLOBLOPL | 000'00C'2 0o00os'orL | - sel'oes | 20z | szoz-veoz Al SIGEIA UL Poiad
o) enunuony  |AN-INSS 1PaID
SBL'068 virL S8L'0BE PhL o00'008'L 00G'007' 151 - SBL06S £Z0z $202-£202 LE )
ooo'oou'ol GRL'068'gPt 000'008°, 000004 st - SEL06S zzoz £Z02-220T 0l
00000001 581'064"ESE on0'000'e 000'006°081 - 461088 1Z0z Zeve-1e0e ]
000°600°01 581081851 00G'G0e'g 000'006'591 - 481'06g gzoz 1202-0202 g {ipaso
uo des o006
+ U w. F t \ g t - wﬁ (1
000'c00'0L SBL'056'201 oon'aos's 009'000' 4L 581085 6102 0Z0Z-6102 y A pouad M) poLiay
000°000'0% $81'060'88L | 0OO'0DE'S ooooos'sll | - 591'065 2102 | BLOZ-2L0Z 9 UDHENUR BMBA | yinary xey
C00'000'0L GeL'062'e2) 000004 's a00'008" 18l - S81'085 2002 BEOZ-LL02 g
000°000'0L SBL'06S'8LL o00'00F'S a00'00k 264 - 581088 8102 L102-6102 ¥
00000001 S81'0680'vR1 00'004'6 O0B'002'e6E - 5RL'D8E GLOZ 81025102 £
881'082' 121 G81'062' 121 000'c0v'e 000'00L 221 - 501088 P10 SLOZ-PLOZ A pouad awn
Buifjyenb jo siesh
SBL'06.'68 88106 L'68 000002y G00°'00s'e6 - %81'085 g0z ¥LOZ-EL0Z i xe] spidwoen
481085 G108 SBL'06S Z102 €1o2-2i0e | L Jsdh -aud
SUOIEORPS] 1R S10manps SN x3 SUBeRDKIN: | SjusUBANIGIE puE) g AAAA AAAAAAAAY iwvep
Jaje=0g 01 ShiBA 1B Jae - 59} ML B uo A0 el anpAesien | ek 28}, [OlR
3yguxe} [pulg 20} =RA BIGER low, sotuping {iosBupmgaeu | poswaty | e )
mau e v Aedard] jo anep ey ARG} XBL
fewrsied smiBun | ol pajewgsy
15 BOEA TS
0] Pty
BRYEA JORIEN
SMIEA BjqEXE] pajeussy wos suogINpaY Fprodoid penienp
DEE-05 w0y (181 Apaus)| swey (5
0L ‘susdiy sex@) OUS sy yueapddy

SN[EA elqexe) puy Joniew pajewsy 040z Ael “AoY) g o|npayos




2/02-87-%

T

Wi S JO) SJUNDWE 250U Jajua
‘paliueis 10U asey sajBamsa [puibuo I} SI2ed NN pus JRUnD 1o} SRl Sispdn pue sieeA (sed 10} e FMSP [ESizidde [BROE LM STt 1einBUe Boen)
‘upfie)|dds fuibuo sl ump o ssodind Aue 30} Snpalds sy BUISH UOYAL TP Xy Joj vogexydde Aue pue uogemidds [BuBio U M palALGRE 6q iSnw BiAPALoS iUl

{ehzoeLel opes el pue {r1)SDL a8 DV, 508 SUONUSD GO 104 SejoN

o00'ss Al an0'Ls bos ! 1202 8a02-4202 gL pouaa dn-emes sod
000's% FAS 008'1S g1 j:rAir4 £202-5202 i pousd dn-omag -sod
000'ss ot 000"4e 1 szZ0Z SEHE-SZOT £l
BIUBSR "
000'SS 21 000’15 5t Y202 S202-bZ0Z Zv | olneiA umuey ol
ojenunuon | GNERES e
009'ss FAS o00'}e Sk BZ0Z YZOZT-ETOT 38
000'es F43 000'4S Si Fordiid EZ02-2208 113
ono'ss 2l 86015 St LZ0T ce0T-1e07 6
ono'ss 2t o018 18 szoz $202-0802 L (pass
f00°se zt oon'Ls gl 8102 0zhZ6L0L L pogag un o0 56pg yym)
000'SS 2 00018 st 8102 8L0Z-H402 p | uoamn snjep | POVSd MPRID eL
so0'ss 4 G00'LG 13 102 glge-110z g
000'ss -4 G0018 G 810z L102-9402 ¥
G00'ss £l 60015 5t G107 81026102 g
000'SS A8 00015 i 060’09 EIES 2] 7102 gia2-vi07 2z pouad
s Budgnanh
. s f N JE 3:01.1: 14
aoa'ss g 0po'Ls o1 filafeex:] 4oL E102 ioz-ging i wm aleidison
06'09 31407l FAY -4 SIZ-Z102 } JBak -ald
0] {SATEAGI) “SGOr Mol | [SARGITILTE SIEYIGM TRiSsaey snoy ARAX LAAALAARL) mEA
Bupjents jo {e}zocig Dag 8 J0) SR 21005 UOHIARELND BRI IO ST {:eak Jga [jeoiyng
afies e | 1o eusi e Sunsein | eBem jenuee | o) sjuiwod Jog s UoHnIHisuoy XU {BnEe U gd)
aBesaay BIBRLS O] SUUBUCD ooy |uesdde syol] oBem jenuus o aqumy Jgaj wm),
HYRTHEE T ) sueydds sgaf I uunjon Mau sbigtoay oy tHunjoy
Suiligent jo seqtuny 3O gy 1@ tnjen
13 unen 1D Huniony
SGop BUjAREeny BLOP 20N HORINILSU0N
BET-05 w0
ast Apausy SN g1

vonesuoul uawioidmy tuonesddy -0 sinpayse

(17 'suiBdld sexal D13 swueN Juedddy




Aiva

FALLYINDSTHdTY ANVIROD mwsoxsgmadzwﬁ

ST B A
: -Auong a1y 1o usnerads Jue bogongsios ‘Bused b,
an'azz to0‘cey 600'00Z 2202 SEOZ-E0T 51 polad dr-opiag 508
000’82z 000'00F 050'0n2 820z lane-n2ez i popiag 4n-8ieg sog
eoo'szz 0o0'00r Q00002 5202 SE0T-5202 £ —
cna'eze 000'00r 000°002 y202 52024202 2L | saEA nee .mﬂwmd__mmn_
000922 ao0'ooy 000°002 P $202-€202 b o3 SnLAeD )
%07 %08 000'02Z ooa'aoy too'anz z202 £20%-2202 o
%03 Eat 000'tTE 000'ooy 000'002 1202 2202-1202 8
%09 %09 000°t 22 ooD'ony Boo'00z vzoz I202-0202 7 tupsus
%09 %08 Tososiz 0000k 000002 5102 1Z02-5102 L pousg méntmﬂawwm
%04 %0L looonz 000'00% 000002 8102 BLOZ-RIOY g |UOPSHUITORBAL ypaisvey
®AL %04 000’51 oov'eoy 000002 £102 B10Z-1002 g
%08 %08 i gt B00'00Y 000602 8102 L30Z-BE0Z ¥
%08 %08 080'102 0oone 000054 5102 0102-9102 £
%06 %06 ) s .
b 000'58 g60°001'co 000'008'Y »rOZ 51024102 z pojed
w08 %06 ] ) nswommmwm "
aoo'g oonORKER 080DZE'2 £L0Z PLOZ-EL0Z $ o) stedwog
{sienejep
o Suunsse)
pousd auumg
%D % |- 000'020'50} £00°026°L 2102 C102-2102 Buidtyenk auy
0 aeak wm
apeydng 181y
alyy Buipeoasd
P E-TTR
wasnby
R wawaaBy  uswsaby el XE} 55)28
uuﬁ 108 mM 15 wwﬁmnm u ayyoseed | joesdipons o mhﬂu*ﬂw%n o]  O19eans 1ON X8y mmﬁw y
5 6o |U3P8 U pelRIB ] un pajasb el see) vopew | SRS OLIOMANS | ALAA
Yoee 4| paweif | paumbio |7 pasenbas | Jo poysanbar 10} oy saunpuatee ~Samipuatxo ieag (AAAA-AAAA)
10 payssnbal | pasanbar 4 NP X8} ASKPURLY . jEnuue oot | Jepuojen J285 |0OYDS 1B8A
uondiaxs uagditaxs %%Mcﬁﬂﬂ m:%w_ﬂwwxmw 10 ajeigssy ﬁn«ﬁa _Ma j0 ByBIAST ey
ebziusasad uj |4 mm“ﬂwwﬁn Ul 1 4 EERFCIL T YN .« o uEnhwoM 14 tunjon
JB00 jdeoH Ao Kunon Xi) 85|youely sanypuediy eigexey ssieg
Whinos siuwaieqy xz) Auedor Jagio X8} BENOURLY uopRLHO) XE) SOjRS
56209 Uniog asi Apeusy BLIEN 081 417 'suiisdidg sEXa] 1Y SN
Jueofiddy

uopeuLol Xel oo Loy Aejy by} :q snpsesg







Robert Scol
Cosinimnissioner

August 28, 2012

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Building

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

The Texas Education Agency has analyzed the revenue gains that would be realized by
the proposed ETC Texas Pipeline project for the Kenedy Independent School District
(KISD). Projections prepared by our Office of Schoot Finance confirm the analysis that
was prepared by Dr. Douglas L. Karr and provided to us by your division. We believe his
assumptions regarding the potential revenue gain are valid, and his estimates of the
impact of the ETC Texas Pipeline project on KISD are correct.

Please feel free to contact Al McKenzie, manager of forecasting, facilities, and
transportation, by phone at (512) 463-9186 or by email at al.mckenzie@iea state tx.us if
you need further information regarding this issue.

Sincerely,

R B

Belinda Dyer
Division Manager
Cffice of School Finance

BD/bd



August 28, 2012

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Building

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA} has
evaluated the impact of the proposed ETC Texas Pipeline project on the number and
size of school facilities in Kenedy Independent School District (KISD). Based on our
analysis of the project and a conversation with the KISD superintendent, Mr. Brad Lane,
tha TEA has found that the ETC Texas Pipeline project would not have a significant
impact on the number or size of school facilities in KISD,

Please feel free to contact Al McKenzie, manager of forecasting, facilities, and
transportation, by phone at {512) 463-9186 or by email at al. mckenzie@tea state fx.us if
you need further information regarding this issue.

Sincerely,

s, Pyt

Belinda Dyer
Division Manager
Office of School Finance

BD/bd
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Introduction

ETC Texas Pipeline, LTD (ETC) has requested that the Kenedy ISD (KISD) grant a
property value limitation under Chapter 313 of the Texas Tax Code for the construction
and operation of a gas processing plant. An application has been submitted by ETC to
KISD and the KISD Board of Trustees approved that application on June 18, 2012, ETC
proposes a minimum qualified investment of $10 million in this project with a total
estimated qualified investment of $176,400,000 as set forth in the application. This
project is consistent with the state’s goal for economic development, the expanded intent
of House Bill 1200 as passed by the Texas Legislature in 2001, and Chapter 313 of the
Texas Tax Code.

Background
In accordance with the application, this project will be fully taxable for both maintenance

and operations (M&Q) and debt service (1&8S) purposes in the first two years (school
years 2013-14 and 2014-15) which represent the project’s qualifying time period. KISD
intends to offer a value limitation for this project of $10 million effective school year
2015-16 through 2022-23. As a resuls, the project will impact the local tax roll of the
schoot district at that same amount for M&O taxes only. Taxes for debt service, voter
approved projects financed by the sale of bonds, will continue at the full taxable value.
1&S taxes for any future projects approved by the voters of the district will also be
assessed against the full taxable value. Depreciation will reduce the taxable value of the
project over time.

While taxes are collected by the district on the current year county appraisal district
(CAD) value, the state funding formulas use the comptroller’s property tax division
{CPTD) value for the purpose of calculating the district’s required local shares within the
funding tiers of that formula. The CPTD is a reflection of last year’s CAD value;
therefore, it lags behind the CAD value in ail years. As a result, state and local revenues
are generated by two different values in any given year.

With the passage of House Bill 1 in the 2006 special legislative session, the school
finance system in Texas moved from one that was formula driven with a2 maximum M&O
tax rate of $1.50 to one that was, and continues to be, target revenue driven ata
maximum tax rate of generally $1.04, voter approval for a higher tax rate up to $1.17
notwithstanding. This means that most districts now receive additional state aid for tax
reduction (ASATR) to offset the loss in state and local funds at the new maximum $1.04
M&O tax cap vs. what was previously generated at the $1.50 maximum M&O tax cap.

With the passage of Senate Bill 1 in the 2011 special legislative session, funding
reductions to the school finance system in Texas amounied to $4 billion for the biennium
or $2 billion each year of the biennium. To accomplish these reductions, schools’ regular
program allotments are reduced by 7.61 percent in school year 2011-12 while those same
calculated allotments are reduced by 2 percent in school year 2012-13 in addition to the
ASATR funding also being reduced by 7.65%. The stated goal is for ASATR revenue to
be completely eliminated by school year 2017-18. Currently filed legal challenges and
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future legislative sessions will determine the course of school finance beginning in school
vear 2013-14 and beyond.

Assnmptions
As required of chapter 313 projects, 15 years of data must be assimilated in order to

produce revenue projections for that same number of years. The revenue projections for
the KISD that accompany this project, therefore, adhere the following general
assumptions:

1. The current school funding system and formulas as set forth in Senate Bill 1 were
used to project state aid; aithough, no guarantee exists that this system or these
formulas will remain in effect after the 2012-13 school year.

2. This system and its formulas are driven by student data, property values, and tax
collections. As a result, ceriain assumptions were made concerning each of these
details.

3. The student counts were held constant across the 15 years.

4, The certified CAD taxable value for school year 2012-13 as released on or about
July 25, 2012 was used as the base value to which the estimated project values for
each year as set forth in schedule B of the application were added. These
projected CAD values were then used for the CPTD values in each of the

. following years based on the lag between these two values as heretofore
explained.

5. Tax collections each year were based on the district’s 2012-13 projected M&O
rate of $1.04, projected 1&S rates each year ranging from $0.041 to $0.340, and
an assuimed collection rate of 100 percent each year.

These assumptions allow for the isolation of the effects of the property vaiue limitation
on the district’s finances. The detail of these assumptions are summarized and depicted
in Table 1.

School Finance Impact on the District

In accordance with the proposed agreement and under the assumptions heretofore
outlined, two models were prepared for comparison purposes in an effort to determine the
projected financial impact, if any, to KISD resulting from this agreement.

The first model projects state and local revenue to the district under the agreement. In it,
the taxable value of the project each year is added to the district’s baseline taxable value
including those years in which the value limitation is applicable.

The second model projects state and local revenue to the district without the provisions of
the agreement. In this model, no value limitation is applied to the district’s base taxable
value; instead, the full taxable value of the project when added to the district’s base year
taxable value is used in place of the value limitation.

A summary of the differences is depicted in separate spreadsheet entitied “Exhibit B.”
Losses to the district are noted in years 3 - 8 resulting from the agreement due to the
inverted value lag between the CPTD and CAD values during the first year of the value

Kenedy ISD & ETC Page 3 812372012
Texas Pipeline, LTD



limitation and due to recapture in the following years. Gains are noted in years 9-11.
The larger gain noted in year 11 is due primarily to another value lag between the CPTD
and CAD values, the inverse of that observed in year 3. ASATR funding is not a factor
for KISD as the district’s revenue is completely formula driven in all years of the
agreement, except for year 3 which is again attributable to the aforementioned inverted
value lag. It should be noted, however, that this source of funding will come under future
legislative review as early as the 2013 legislative session. NOTE: Because ASATR
funding has the effect of offsetting school district revenue losses arising from limitations
on the value of a qualified investment, any reduction of ASATR funding after the 2012~
13 school year, if applicable, may result in significant increases in the amount of
estimated revenue protection payable by the applicant to the district pursuant to the tax
fimitation agreement,

Impact on the Taxpaver (ETC

As heretofore mentioned, the property resulting from this project is fully taxable in the
first two years under this agreement. In year three, the tax value limitation applies, but
only to the M&O taxes collected at the assumed M&O tax rate of $1.04 per $100 of
taxable value. '

Under the assumptions used herein, the potential tax savings resulting from the value
litnitation total $12,975,263. In addition, ETC is eligible for a tax credit on taxes paid on
value in excess of the value limitation in each of the first two years. The cumulative tax
eredits are projected to be approximately $1,987,236; although, the Texas Education
Agency (TEA) issues the reminder that these estimates will be recalculated based on
current data prior to any issuance of the tax credits. The school district is to be
reimbursed by the state for tax credit payments.

A separate spreadsheet entitled “Kenedy ISD & ETC Texas Pipeline (Comptroller’s Beta
Spreadsheet)” illustrates both the projected tax savings and tax credits.

Facilities Funding Impact
The ETC project remains fully taxable for 1&S taxes. This stipulation applies not only to

the district’s current debt, but also to any future debt the district’s voters may choose to
incur.

KISD is currently not eligible for facilities assistance from the state in the form of either
existing debt allotment (EDA) and/or instructional facilities allotment (IFA). Increasing
CPTD values resulting from taxable value added by the project will, therefore, not
obfiterate future EDA and IFA state share payments through school year 2026-27, the
final year of the current debt service obligation for the district. As modeled, the increase
in taxable value net of depreciation resulting from the project and the fact that the full
value of this project remains fully taxable for 1&S purposes will effectively decrease the
1&S tax rate on a trend of escalating annual debt service payments beginning in year |
ranging from $0.041 at the highest to $0.031 at the lowest.
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Summary
While some uncertainty exists with regard to the future of the state’s public school
finance system, the following points appear to currently apply to the ETC project and the
KISD:
1. It meets the intent of the economic development initiative for the State of Texas.
2. It increases the district’'s 1&S tax base without creating substantial financial loss
for the district with regard to M&O earnings over the term of the project.
3. [t produces substantiaf tax incentives and savings for ETC.
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Monday, August 27, 2012

Karnes County

Papulation )
# Total county population in 2010 for Karnes County: 15,126 , up 0.5 percent from 2009. Stale population increased 1.8 percent in
the same fime period,

= Kames County was the slates 139th largest counly in population in 2010 and the 150 th fastes! growing county from 2009 to 2010.

® Kames County's population in 2009 was 38.2 percent Anglo (below the state average of 46.7 percent}, 10.8 percent African-
American {beiow the state average of 11.3 percent) and 49.8 percent Hispanic (above the stale average of 36.9 parcent).

m 2009 population of the largest cilies and places in Karnes County:
Karnes City: 3,318 Kenedy: 3,280
Runge: 1,047 Falls City: 602

Economy and Income

Employment

# Seotember 2011 tolal employment in Karnes County: 4,939, down 1.3 percent from September 2010, State tolal employment
increased 0.9 percent during the same period.
(October 2011 employment data will be available Novembaer 18, 2011).

2 September 2011 Kames Counly unemployment rate: 8.2 percent, up from 8.0 percent in September 2010. The siatewide
unemployment rale for September 2011 was 8.5 percent, up from 8.2 percent in September 2010,
. B September 2011 unemployment rate in the cily of:

{Note: County and state unemployment rates are adjusted for seasonal fluctuations, but the Texas Worldorce Commission
city unemployment rates are not. Seasonally-adjusted unemployment rates are not comparable with unadjusted rates).
Inicome

® Rames County's ranking in per capila personal incoms in 2009; 242nd with an average per capita income of $23,631, up 0.8
percent from 2008. Slatewide average per capita personal incorme was $38,609 in 2009, down 3.1 percent from 2008.

Industry

m Agricultural cash values in Karnes Counly averaged $28.32 million annually from 2007 to 2010, County tota! agricultural values in
2010 were up 168.0 percent from 2009, Major agriculture related commodities in Karnes County during 2010 included:

« Sorghum » Horses = MHay » Hunting = Other Beef

# 2011 ol and gas production in Kames County: 2.5 million barreis of ol and 22 .4 million Mcf of gas. In Seplember 2011, there were
144 producing off wells and 144 producing gas wells.

Taxes

Sales Tax - Taxable Sales

(County and city taxable sales data for 1st quarter 2011 is currently targeted for release in mid-September 2011).
Quarterly {(September 2010 through December 2010)

m Taxable sales in Karnes County during the fourth quarter 2010: $21.12 million, up 42.4 percent fram the same guarter in 2009,
& Taxable sales during the fourth quader 2010 in the city of:

Karnes City: $2.00 million, up 20.6 percent from the same quader in 2009,
Kenedy: $13.28 million, up 42.0 parcent from the same quarter in 2009
Runge: $450,370.00, up 32.0 percent from the sarme quarter in 2000.
Falls Ciy: $500,329.00, up 20.5 percent from the same quarter in 2009.

Taxable Sales through the end of 4th quarter 2010 (January 2010 through December 30, 2010)
®m Taxable sales in Kames County hrough the fourth quarter of 2010: $69.22 million, up 23.3 percent from the same period in 2009,
1 Taxable sales through the fourth quarter of 2010 in the clty of:

Karnes City: $7.18 million, up 11.3 percent from the same period in 2009,

Kenedy: $42.59 million, up 19.8 percent from the same period in 2009,

Runge: $1.48 million, up 13.3 percent from the same period in 2009.

Falis City: $1.75 million, up 11.9 percent from the same pericd in 2009,
Anpual (2010}

B Taxable sales in Karnes County during 2010: $69.22 miilion, up 23.3 percent from 20089,

8 Kames County sent an estimated $4.33 million (or 0,03 percent of Texas' taxable sales) in state sales taxes o the state treasury in
2010,

& Taxable sales during 2010 in the city of:
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Karnes City: $7.18 million, up 11.3 percent from 2009,
Kenedy: $42.59 million, up 12.9 percent from 2008,
Runge: $1.48 million, up 13.3 percent from 2008,
Falls City: $1.75 million, up 11.9 percent from 2008,

Sales Tax — Local Sales Tax Allocations

{The release date for sales fax allocations to cities for the sales activity month of September 2011 is currently schaduled for
November 9, 2011.)

fMonthiy
w Stalewide payments based on the sales aclivity manth of August 2011: $505.22 million, up 13.9 perceni from August 2010,

= Payments {o afi cities in Karnes Counly based on the sales activity morith of August 2011: $215,203.13, up 146.8 parcent from
August 2010. )

a Payment based on the sales activity month of August 2011 1o the city of:

Karnes City: $57,058.24, up 216.8 percent from August 2010,
Kenedy: $147,136.08, up 133.1 percent from August 2010.
Runge: $7.803.25, up 110.6 percent from August 2010,
Falls City: $3,105.56, up 35.3 percent from August 2010,

Fiscal Year

m Stalewide payments based on sales activity months from September 2010 through August 2011: $6.08 billion, up 8.0 percent from
the same period in 2010.

o Payments to all cities in Karnes County based on sales aclivily months from September 20110 through August 2011: $1.60 million,
up 60.8 percent from fiscal 2010,

a# Paymeants based on sales aclivity months from Seplember 2010 through August 2011 1o the city of:

Karnes City: $369,980.67, up 85.1 percent from fiseal 2010,
Kenedy: $1.12 million, up 54.2 percent from fiscal 2010
Runge: $72,113.41, up B2.4 percenl from fiscal 2010.
Fails City: $38,265.81, up 28.7 percent from fiscal 2010.

January 2011 through August 2011 (Sales Activity Year-To-Date)

2 Slalewide payments based on sales activity months through August 2011: $3.93 billion, up 8.3 percent from the same period in
2010.

& Payments to all cities in Karngs County based on sales activity months through August 201 4: $1.17 million, up 73.2 percent from
the same period in 2010,

& Payments based on sales activily months through August 2011 to the city of:

Karnes Clty: $286,854 .91, up 115.4 percent from the same period in 2010.
Kenedy: $801,072.93, up 61.8 percent from the same period in 2010,
Runge: $52,898.85, up 92.8 percent fram the same period In 2010,
Falls City: $27,707 48, up 45.8 percent from the same period In 2010,

12 months ending in August 2071

m Statewide payments based on sales activity in the 12 months ending in August 2011: $6.08 billion, up 8.0 percent from the previous
12-month period.

= Payments to all cities in Karnes County based on sales activity in the 12 months ending in August 2011; $1.60 million, up 60.8
percent from the previous 12-month pericd.

a Fayments based on sales activity in the 12 months ending in August 2011 to the city of:

Karnes Clty: $368,980.67, up 85.1 percent from the previous 12-month period.
Kenecdy: $1.12 million, up 54.2 percent from the previoug 12-month period.
Runge: $72,113.41, up B2.4 percent from the previous 12-month pariod.
Falls City: $39,265.81, up 28.7 percent from the pravious 12-month period,

m City Galendar Year-To-Date (RJ 2011}

W Payment to the cilies from January 2011 through October 2011;

Karnes City: $330,5658.79, up 100.3 percent from the same period in 2010,

Kenady: $979,781.79, up 58.9 percent from the same period in 2010.

Runge: $64,477.03, up 95.7 percent from the same period in 2010,

Falls Clty: $32,364.64, up 33.3 percent from the same period in 2010.
Annual {(2016)

B Statewide payments based on sales activily months in 2010: $5.77 billion, up 3.3 percent from 2008,
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# Payments fo all citles i Karnes County based on sales activity months in 2010: $1.11 milion, up 15.8 percent from 2008,

Payment based on sales activity months in 2010 to the city of:

Karnes City: $216,293.38, up 9.0 percent from 20008,
Kenedy: $813,100.86, up 18.1 percent from 2009.
Runge: $46,673.24, up 13.7 percent from 2008,

Falls City: $30,559.05, up 5.4 percent from 2009,

Property Tax

& As of January 2008, propery values in Kames Gounty: §1.34 billion, up 18.1 percent from January 2008 values. The property tax
base per person in Kames County is $89,280, above the statewide average of $85,808. About 25.3 percent of the propeity tax base
is derived from oil, gas and minerals.

State Expenditures

8 Karnes County's ranking in state expendilures by county in fiscal year 2010: 124th. State expenditures in the county for FY2010:
$69.17 million, up 0.1 percent from FY2009. ;

2 In Karnes County, 11 slate agencies provide a total of 760 jobs and $6.95 milfon in annualized wages (as of 1st quarter 2611).
% Major state agencies in the county (as of first quarter 2011):

= Department of Criminal Justice = University of Texas Medical Branch
» Department of Transportation = Health & Human Services Commission

Higher Education
® Community colleges in Karnes County fall 2010 enroliment:

= None.

A Karnes County is in the service area of the following:

« Coastal Bend College with a fall 2010 enrofiment of 4,348 . Counties in the service area inchide:
Atascosa County
Bee County
Brooks County
Duval County
Jim Wells County
Karnes Counly
Kleberg County
Live Oak County
McMullen County
B {nstitutions of higher education in Karnes County fall 2010 enrofiment:

« None.

School Districts
& Karnes County had 4 school dislricis with 16 schools and 2,265 students in the 2009-10 school year,

(Statewide, the average teacher salary in school year 2009-10 was $48,283. The percentage of students, statewide,
meeting the 2010 TAKS passing standard for all 2009-10 TAKS tests was 77 persent.)

= Falls City 1SD had 329 students in the 2009-10 school year, The average teacher salary was $44,363. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 96 percent.

~ Kames City I5D had 953 students in the 2009-10 school year. The average leacher salary was $46,325. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 85 percent,

» Kenedy ISD had 683 students In the 2008-10 school year. The average teacher salary was $42,591. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 68 percent.

= Runge 1SD had 300 students in the 2009-10 school year. The average teacher salary was $40,149. The
percentage of students meeling the 2610 TAKS passing standard for afl tests was 74 percent.
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AGREEMENT FOR LIMITATION ON APPRAISED VALUE
OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES
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KENEDY INDEPENDENT SCHOOL DISTRICT
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ETC TEXAS PIPELINE, LTD
(Texas Taxpayer ID # 10505324664)

Dated

September 17, 2012

Agreement for Limitation on Appraised Value
Between Kenedy Independent Schoo! District and ETC Texas Pipeline, LTD
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AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS $

COUNTY OF KARNES $"

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY
FOR SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter
referred to as this “Agreement,” is executed and delivered by and between KENEDY
INDEPENDENT SCHOOL DISTRICT, hereinafter referred to as the “District,” a lawfully created
independent school district within the State of Texas operating under and subject to the Texas
Education Code, and ETC Texas PipELINE, LTD, Texas Taxpayer Identification Number
10505324664, hereinafter referred to as the “Applicant.” The Applicant and the District are
hereinafter sometimes referred to individually as a “Party” and collectively as the “Parties.”
Certain capitalized and other terms used in this Agreement shall have the meanings ascribed to
them in Section 1.3.

RECITALS

WHEREAS, on June 18, 2012, the Superintendent of Schools of the Kenedy Independent
School District, acting as agent of the Board of Trustees of the District (the “Board of Trustees™),
received from the Applicant an Application for Appraised Value Limitation on Qualified
Property (“Application™), pursuant to Chapter 313 of the Texas Tax Code; and,

WHEREAS, on June 18, 2012 the Board of Trustees authorized the Superintendent to
accept, on bebalf of the District, the Application from ETC Texas Pipeline, LTD and the
Superintendent has acknowledged receipt of the Application and the requisite application fee as
established pursuant to Texas Tax Code § 313.025(a)(1) and Local District Policy CCG (Local);

and,

WHERFAS, the Application, together with the supplemental materials, were delivered to
the Texas Comptroller’s Office for review pursuant to Texas Tax Code § 313.025(b); and,

WHEREAS, the Comptroller’s Office has established June 27, 2012 as the completed
Application date; and

WHER EAS, pursuant to 34 Tex. Admin Code § 9.1054, the Application was delivered
for review to the Karmnes County Appraisal District established in Karnes County, Texas (the
“County Appraisal District”), pursuant to Texas Tax Code § 6.01; and

WHEREAS, the Application was reviewed by the Texas Comptroller’s Office pursuant
to Texas Tax Code § 313.025(d), and on August 31, 2012, the Comptroller’s Office, via letter,
recommended that the Application be approved; and

Agreement for Limitation on Appraised Value
Between Kenedy Independent School District and ETC Texas Pipeline, LTD
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WHERFEAS, the Texas Comptroller of Public Accounts conducted an economic impact
evaluation pursuant to Chapter 313 of the Texas Tax Code and has recommended approval of the

Application; and,

WHERFAS, the Board of Trustees has reviewed the economic impact evaluation
pursuant to Texas Tax Code § 313.025(e) and §313.026 and has carefully considered the
Comptroller’s positive recommendation for the Project; and,

WHEREAS, the District was within an area that qualified as a strategic investment area
under Texas Tax Code Chapter 171, Subchapter O immediately before that Subchapter expired;
and because of that fact, the District qualified as a rural school district under the provisions of
Texas Tax Code § 313.051(a); and,

WHEREAS, on September 17, 2012, the Board of Trustees held a meeting on the
Application; and,

WHEREAS, the Board of Trustees made factual findings pursuant to Texas Tax Code §
313.025(f), including, but not limited to findings that: (i) the information in the Application is
true and correct; (i1) this Agreement is in the best interest of the District and the State of Texas;
(1ii) the Applicant is eligible for the Limitation on Appraised Value of the Applicant’s Qualified
Property; and (iv) each criterion listed in Texas Tax Code § 313.026 has been met; and,

WHEREAS, the Board of Trustees determined that the Tax Limitation Amount requested
by Applicant, and as defined in Sections 1.2 and 1.3, below, is consistent with the minimum
values set out by Tax Code, §§ 313.022(b) and 313.052, as such Tax Limitation Amount was
computed for the effective date of this Agreement; and,

WHEREAS, this Agreement was reviewed by the Texas Comptroller’s Office and on
the Comptroiler’s Office, via letter, approved the form of this

Agreement; and

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

Applicant;

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
and agreements herein contained, the Parties agree as follows:

Agreement for Limitation on Appraised Value
Between Kenedy Independent Scheol District and ETC Texas Pipeline, LTD
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ARTICLEI
AUTHORITY, TERM, DEFINITIONS, AND GENERAL PROVISIONS

Section 1.1. AUTHORITY

This Agreement is executed by the District as its written agreement with the Applicant
pursuant to the provisions and authority granted to the District in Texas Tax Code § 313.027.

Section 1.2. TERM OF THE AGREEMENT

This Agreement shall commence and first become effective on the Commencement Date,
as defined in Section 1.3, below. In the event that Applicant makes a Qualified Investment as
defined by Section 2.6 below, between the Commencement Date and the end of the Qualifying
Time Period, Applicant is entitled to the Tax Limitation Amount defined in Section 1.3 below
for the following Tax Years, 2015, 2016, 2017, 2018, 2019, 2020, 2021 and 2022. The
limitation on the local ad valorem property values for Maintenance and Operations purposes
shall commence with the property valuations made as of January 1, 2015, the appraisal date for
the third full Tax Year following the Commencement Date. For the first two full Tax Years that
begin after the Commencement Date (i.e., the 2013 and 2014 Tax Years), which together with
the period from the date of approval until January 1, 2013 are collectively referred to herein as
the “Qualifying Time Period”, as that term is defined in Texas Tax Code § 313.021(4), Applicant
shall not be entitled to a tax limitation. Unless sooner terminated as provided herein, the
limitation on the local ad valorem property values shall terminate on December 31, 2022.
Except as otherwise provided herein, this Agreement will terminate, in full, on the Final
Termination Date, The termination of this Agreement shall not (i) release any obligations,
liabilities, rights and remedies arising out of any breach of, or failure to comply with, this
Agreement occurring prior to such termination, or (ii) in the year immediately following the
termination year with regards to Section 3.2 calculations, or (iii) affect the right of a Party to
enforce the payment of any amount, including any Tax Credit, Section 3.2 loss of revenue
payment or credit to which such Party was entitled before such termination or to which such
Party became entitled as a result of an event that occurred before such termination or the year
immediately after the termination with respect to Section 3.2 credits or payments, so long as the
right to such payment survives said termination.

Except as otherwise provided herein, the Tax Years for which this Agreement is effective
are as set forth below and set forth opposite each such Tax Year are the corresponding year in the
term of this Agreement, the date of the Appraised Value determination for such Tax Year, and a
summary description of certain provisions of this Agreement corresponding to such Tax Year (it
being understood and agreed that such summary descriptions are for reference purposes only,
and shall not affect in any way the meaning or interpretation of this Agreement):

Agreement for Limitation on Appraised Value
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Year of Date of School Tax Year Summary Description
Agreement Appraisal Year of Provisions
Partial Year N/A N/A 2012 Start of Qualifying Time Period.
from the No limitation on value. Tax credit
date of in future years.
approval of
the
Application
to January 1,
2013

1 Jamuary 1, 2013 | 2013-14 2013 Qualifying Time Period. No
Iimitation on value. Tax credit in
future years.

2 January 1, 2014 | 2014-15 2014 Qualifying Time Period. No
limitation on value. Tax credit in
future years.

3 January 1, 2015 | 2015-16 2015 $ 10 million property value
limitation.

4 Janvary 1, 2016 | 2016-17 2016 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

5 January 1,2017 | 2017-18 2017 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

6 January 1, 2018 | 2018-19 2018 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

7 January 1,2019 | 2019-20 2019 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

8 January 1, 2020 | 2020-21 2020 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

9 January 1,2021 | 2021-22 2021 $ 10 million property value

Irmitation. Possible tax credit due
to Applicant.

Agreement for Limitation on Appraised Value
Between Kenedy Independent Schoot District and ETC Texas Pipeline, LTD
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10 January 1, 2022 | 2022-23 2022 $ 10 million property value
limitation. Possible tax credit due
to Applicant.

1 January 1,2023 | 2023-24 2023 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

12 January 1, 2024 | 2024-25 2024 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

13 January 1, 2025 | 2025-26 2025 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

Section 1.3. DEFINITIONS.

Wherever used herein, the following terms shall have the following meanings, unless the
context in which used clearly indicates another meaning, to-wit:

“Aer” means the Texas Economic Development Act set forth in Chapter 313 of the Texas
Tax Code, as amended. '

“Affiliate” means any entity that directly or indirectly through one or more
intermediaries, controls or is controlled by or is under common control with the Applicant. For
purposes of this definition, control of an entity means (i) the ownership, directly or indirectly, of
fifty percent (50%) or more of the voting rights in a company or other legal entity or (ii) the right
to direct the management or operation of such entity whether by ownership (directly or
indirectly) of securities, by contract or otherwise.

“Affiliated Group” means a group of one or more entities in which a controlling interest
is owned by a common owner or owners, either corporate or non-corporate, or by one or more of
the member entities.

“Aggregate Limil” means, for any Tax Year of this Agreement, the cumulative total of
the Annual Limit amount for the such Tax Year and all previous Tax Years of the Agreement,
less all amounts paid by the Applicant to or on behalf of the District under Article IV, below.

Agreement for Limitation on Appraised Value
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“Agreement” means this Agreement, as the same may be modified, amended, restated,
amended and restated, or supplemented from time to time in accordance with Section 8.3.

“Annual Limif” means the maximum annual benefit which can be paid directly to the
District as a Supplemental Payment under the provisions of Texas Tax Code § 313.027(1). For
purposes of this Agreement, the amount of the Annual Limit shall be calculated for each Tax
Year by multiplying the District’s Average Daily Attendance for the applicable school year, as
calculated pursuant to Tex. Educ. Code § 42.005 times the greater of $100, or any larger amount
allowed by Texas Tax Code § 313.027(i), if such limit amount is increased for any future year of
this Agreement. The Annual Limit shall first be computed for Tax Year 2012, which, by virtue
of the Commencement Date is the first full year of the Qualifying Time Period under this

Agreement.

“Applicant” means ETC Texas Pipeline, LTD, (Texas Taxpayer ID # 10505324664), the
company listed in the Preamble of this Agreement who filed the Application with the District for
an Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax
Code. The term “Applicant” shall also include the Applicant’s assigns and successors-in-

interest.

“dppraised Value” shall have the meaning assigned to such term in Section 1.04(8) of the
Texas Tax Code.

“Applicable School Finance Law” means Chapters 41 and 42 of the Texas Education
Code, the Texas Economic Development Act (Chapter 313 of the Texas Tax Code), Chapter 403,
Subchapter M, of the Texas Government Code applicable to the District, and the Constitution
and general laws of the State applicable to the independent school districts of the State, including
specifically, the applicable rules and regulations of the agencies of the State having jurisdiction
over any matters relating to the public school systems and school districts of the State, and
judicial decisions construing or interpreting any of the above. The term also includes any
amendments or successor statutes that may be adopted in the future that could impact or alter the
calculation of the Applicant’s ad valorem tax obligation to the District, either with or without the
limitation of property values made pursuant to this Agreement.

“dpplication” means the Application for Appraised Value Limitation on Qualified
Property (Chapter 313, Subchapter B or C, of the Texas Tax Code) filed with the District by the
Applicant on August 29, 2011. The term includes all forms required by the Comptroller, the
schedules, attached thereto, and all other documentation submitted by Applicant for the purpose
of obtaining an Agreement with the District. The term also includes all amendments and

supplements thereto submitted by Applicant.

“dppraisal District” means the Karnes County Appraisal District.

“Board of Trustees” means the Board of Trustees of the Kenedy Independent School
District.

Agreement for Limitation on Appraised Value
Between Kenedy Independent School District and ETC Texas Pipeline, LTD
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“Commencement Date” means the date upon which this Agreement was approved by the
Board of Trustees.

“Comptroller” means the Texas Comptroller of Public Accounts.

“Comptroller's Rules” means the applicable rules and regulations of the Comptroller set
forth at Title 34 Texas Administrative Code, together with any court or administrative decisions

interpreting same.

“County” means Karnes County, Texas.

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

“Final Termination Date” means December 31, 2025.

“Force Majeure” means a failure caused by (&) provisions of law, or the operation or
effect of rules, regulations or orders promulgated by any governmental authority having
jurisdiction over the Applicant, the Applicant’s Qualified Property or the Applicant’s Qualified
Investment or any upstream, intermediate or downstrearn equipment or support facilities as are
necessary to the operation of the Applicant’s Qualified Property or the Applicant’s Qualified
Investment; (b) any demand or requisition, arrest, order, request, directive, restraint or
requirement of any government or governmental agency whether federal, state, military, local or
otherwise; (¢} the action, judgment or decree of any court; (d) floods, storms, hwrricanes,
evacuation due to threats of hurricanes, lightning, earthquakes, washouts, high water, fires, acts
of God or public enemies, wars (declared or undeclared), blockades, epidemics, riots or civil
disturbances, insurrections, strikes, labor disputes (it being understood that nothing contained in
this Agreement shall require the Applicant to settle any such strike or labor dispute), explosions,
breakdown or failure of plant, machinery, equipment, lines of pipe or electric power lines (or
unplanned or forced outages or shutdowns of the foregoing for inspections, repairs or
maintenance), inability to obtain, renew or extend franchises, licenses or permits, loss,
interruption, curtailment or failure to obtain electricity, gas, steam, water, wastewater disposal,
waste disposal or other utilities or utility services, inability to obtain or failure of suppliers to
deliver equipment, parts or material, or inability of the Applicant to ship or failure of carriers to
transport electricity from the Applicant’s facilities; or (e) any other cause (except financial),
whether similar or dissimilar, over which the Applicant has no reasonable control and which
forbids or prevents performance.

"Land” shall have the meaning assigned to such term in Section 2.2.

“Maintain Viable Presence” means after the development and construction of the Project
described in the Application and in the description of the Applicant’s Qualified

Agreement for Limitation on Appraised Value
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Investment/Qualified Property as set forth in Section 2.3, below, (i) the operation over the term
of this Agreement of the facility or facilities for which the tax limitation is granted, as the same
may from time to time be expanded, upgraded, improved, modified, changed, remodeled,
repaired, restored, reconstructed, reconfigured, and/or reengineered and (ii) the retention over the
term of this Agreement of not fewer than ten (10) Qualifying Jobs to be located and performed
within Applicant’s entire Project that includes, but is not limited to, Applicant’s Qualified
Property, as set forth in the Application, with the minimum salaries required by Texas Tax Code

§ 313.021(3)(E).

“Maintenance _and Operations Revenue” or “M&Q Revenue” means (i) those revenues
which the District receives from the levy of its annual ad valorem maintenance and operations
tax pursuant to Texas Education Code § 45.002 and Article VII § 3 of the Texas Constitution,
plus (ii) all State revenues to which the District is or may be entitled under Chapter 42 of the
Texas Education Code or any other statutory provision as well as any amendment or successor
statute to these provisions, plus (iii) any indemnity payments received by the District under other
agreements similar to this Agreement to the extent that such payments are designed to replace
District M&QO Revenue lost as a result of such similar agreements, less (iv) any amounts
necessary to reimburse the State of Texas or another school district for the education of
additional students pursuant to Chapter 41 of the Texas Education Code.

“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the
Texas Tax Code.

“Net Tax Benefir” means, (i) the amount of maintenance and operations ad valorem taxes
which the Applicant would have paid to the District for all Tax Years if this Agreement had not
been entered into by the Parties, (i) adding the amount determined under clause (i) all Tax
Credits received by the Applicant under Chapter 313, Tax Code, and (ii1) subtracting from the
sum of the amounts determined under clauses (i) and (ii) the sum of (A) all maintenance and
operations ad valorem school taxes actually due to the District or any other governmental entity,
including the State of Texas, for all Tax Years of this Agreement, plus (B) any payments due to
the District under Article III under this Agreement.

“New Job(s)” means the total number of jobs, defined by 34 Tex. Admin. Code § 9.1051,
which Applicant will create in connection with the project which is the subject of its Application.
In accordance with the requirements of Texas Tax Code § 313.024(d), Eighty Percent (80%), of
all New Jobs created by Applicant on the project shall also be Qualifying Jobs, as defined below.

“Oualified Investment” has the meaning set forth in Chapter 313 of the Texas Tax Code,
as interpreted by the Comptroller’s Rules, as these provisions existed on the date of this
Agreement, applying any specific requirements for rural school districts imposed by Subchapter
C of Chapter 313 of the Texas Tax Code and by the Comptroller’s Rules.

“QOualifving Job(s)” means the number of New Jobs Applicant will create in connection
with the project which is the subject of its Application, which meet the requirements of Texas
Tax Code § 313.021(3).
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“Oualified Property” has the meaning set forth in Chapter 313 of the Texas Tax Code, as
interpreted by the Comptroller’s Rules and the Texas Attorney General, as these provisions
existed on the date of this Agreement, applying any specific requirements for rural school
districts imposed by Subchapter C of Chapter 313 of the Texas Tax Code and by the

Comptroller’s Rules.

"Oualifying Time Period” means the period that begins on the date of approval of this
Agreement by the District’s Board of Trustees and ends on December 31, 2014, the second full
Tax Year that begins after such date of approval, as is defined in Texas Tax Code §

313.021(4)(A).

“Revenue Protection Amount” ‘means the amount calculated pursuant to Section 3.2 of
this Agreement.

“State” means the State of Texas.

“Substantive Document” means a document or other information or data in electronic
media determined by the Comptroller to substantially involve or include information or data
significant to an application, the evaluation or consideration of an application, or the agreement
or implementation of an agreement for limitation of appraised value pursuant to Tax Code,
Chapter 313. The term includes, but is not limited to, any application requesting a limitation on
appraised value and any amendments or supplements, any economic impact evaluation made in
connection with an application, any agreement between applicant and the school district and any
subsequent amendments or assignments, any school district written finding or report filed with
the Comptrolier as required under this subchapter, and any application requesting school tax
credits under Tax Code, § 313.103.

“Tax Credit” means the tax credit, either to be paid by the District to Applicant, or to be
applied against any taxes that the District imposes on Applicant’s Qualified Investment and/or
Qualified Property, as computed under the provisions of Subchapter D of the Act, and rules
adopted by the Comptroller and/or the Texas Education Agency, provided that Applicant
complies with the requirements under such provisions, including the timely filing of a completed
application under Texas Tax Code § 313.103 and the duly adopted administrative rules.

“Tax Limitation Amount’ means the maximum amount which may be placed as the
Appraised Value on Qualified Property/Qualified Investment for years three (3) through ten (10)
of this Agreement pursuant to Texas Tax Code § 313.054. That is, for each of the eight (8) Tax
Years 2015, 2016, 2017, 2018, 2019, 2020 2021 and 2022 the Appraised Value of the
Applicant’s Qualified Investment for the District’s maintenance and operations ad valorem tax
purposes shall not exceed, and the Tax Limitation Amount shall be, the lesser of:

(a) the Market Value of the Applicant’s Qualified Investment; or

(b}  Ten Million Dollars ($10,000,000.00).
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This Tax Limitation Amount is based on the limitation amount for the category that applies to
the District on the effective date of this Agreement, as set out by Tax Code, § 313.052 and §

313.053.

"Tax Year” shall have the meaning assigned to such term in Section 1.04(13) of the Texas
Tax Code (i.e., the calendar year).

“Taxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
Texas Tax Code.

“Texas Education Agency Rules” means the applicable rules and regulations adopted by
the Texas Commissioner of Education in relation to the administration of Chapter 313, Texas
Tax Code, which are set forth at Title 19, Texas Administrative Code, together with any court or
administrative decisions interpreting same.

“Project” means a natural gas processing plant project as defined by Texas Tax Code §
313.024(b)(1) that enters into an agreement for a limitation on appraised value pursuant to the
Texas Economic Development Act (Chapter 313 of the Texas Tax Code).

ARTICLE 11
PROPERTY DESCRIPTION
Section 2.1. LOCATION WITHIN A QUALIFIED REINVESTMENT OR ENTERPRISE ZONE

The Applicant’s Qualified Property upon which the Applicant’s Qualified Investment
will be located is within an area designated as a reinvestment zone under Chapter 311 or 312 of
the Texas Tax Code, or as an enterprise zone under Chapter 2303 of the Texas Government
Code. The legal description of the reinvestment or enterprise zone in which the Applicant’s
Qualified Property is located is attached to this Agreement as EXHIBIT 1 and is incorporated
herein by reference for all purposes (but only including such real property located within the
boundaries of both the Reinvestment Zone and the District).

Section 2.2. LOCATION OF QUALIFIED INVESTMENT/QUALIFIED PROPERTY

The location of the Applicant’s Qualified Property upon which the Applicant’s Qualified
Investment will be located is described in the legal description which is attached to this
Agreement as EXHIBIT 2 and is incorporated herein by reference for all purposes (but only
including such real property located within the boundaries of both the Reinvestment Zone and
the District). The Parties expressly agree that the boundaries of the Land may not be materially
changed from its configuration described in EXBIBIT 2 without the express authorization of each

of the Parties.
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Section 2.3. DESCRIPTION OF QUALIFIED INVESTMENT AND QUALIFIED PROPERTY

The Qualified Investment and/or Qualified Property that is subject to the Tax Limitation
Amount is described in EXHIBIT 3, which is attached hereto and incorporated herein by reference
for all purposes (“Applicant’s Qualified Investment”). Qualified Investment shall be that
property, described in EXHIBIT 3 which is placed in service under the terms of the Application,
during the Qualifying Time Period described in Section 1.2, above. Qualified Property shall be
all property, described in Exmmrr 3, including but not limited to Applicant’s Qualified
Investment, together with the land described in EXHIBIT 2 which is owned by Applicant and is
used in connection with the activities described in the Application. Property which is not
specifically described in EXHIBIT 3 shall not be considered by the District or the Appraisal
District to be part of the Applicant’s Qualified Investment or Qualified Property for purposes of
this Agreement, unless pursuant to Texas Tax Code § 313.027(¢) and Section 8.3 of this
Agreement, the Board of Trustees, by official action, provides that such other property is a part
of the Applicant’s Qualified Investment or Qualified Property for purposes of this Agreement.

Property owned by the Applicant which is not described on EXHIBIT 3 may not be
considered to be Qualified Investment or Qualified Property unless the Applicant:

(a) submits to the school district and the Comptroller a written request to add such
property to this Agreement, which request shall include a specific description of
the additional property to which the Applicant requests that the Tax Limitation

Amount apply;

(b) notifies the District and the Comptroller of any other changes to the information
that was provided in the Application approved by the District; and,

(©) provides any additional information reasonably requested by the District or the
Comptroller necessary to re-evaluate the economic impact analysis for the new or

changed conditions.

Section 2.4.  APPLICANT’S OBLIGATIONS TO PROVIDE CURRENT INVENTORY OF
QUALIFIED PROPERTY

At the end of the Qualifying Time Period, or at any other time when there is a material
change in the Applicant’s Qualified Investment or Qualified Property located on the Land
described in EXHIBIT 2; or, upon a reasonable request by the District, the Comptroller, or the
Appraisal District, the Applicant shall provide to the District, the Comptroller, and the Appraisal
District a specific and detailed description of the tangible personal property, buildings, or
permanent, nonremovable building components (including any affixed to or incorporated into
real property) on the Qualified Property to which the Tax Limitation Amount applies including
maps or surveys of sufficient detail and description to locate all such described property within
the boundaries of the real property which is subject to this Agreement.
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Section 2.5, QUALIFYING UsE

The Applicant’s Qualified Investment and Qualified Property described above in Section
2.3 qualifies for a tax limitation agreement under Texas Tax Code § 313.024(b)(1) as a
manufacturing facility.

Section 2.6. APPRAISED VALUE LIMITATION

So long as Applicant makes a Qualified Investment in the amount Ten Million Dollars
($10,000,000.00), or greater, during the Qualifying Time Period; and unless this Agreement has
been terminated as provided herein before such Tax Year, for each of the eight (8) Tax Years
2015, 2016, 2017, 2018, 2019, 2020 2021 and 2022 the Appraised Value of the Applicant’s
Qualified Investment and Qualified Property for the District’s maintenance and operations ad
valorem tax purposes shall not exceed the lesser of:

(a) the Market Value of the Applicant’s Qualified Investment; or
(b) Ten Million Dollars ($10,000,000.00).

This Tax Limitation Amount is based on the limitation amount for the category that applies to
the District on the effective date of this Agreement, as set out by Tax Code § 313.052 and

§313.053.

ARTICLE I
PROTECTION AGAINST LOSS OF FUTURE DISTRICT REVENUES

Section 3.1. INTENT OF THE PARTIES

Subject to the limitations contained in this Agreement (including Section 5.1), it is the
intent of the Parties that the District shail, in addition to the receipt of payments in accordance
with the provisions of Texas Tax Code § 313.027(f)(1) as set forth below in Article IV of this
Agreement, be compensated by the Applicant for any loss that the District incurs in its
Maintenance and Operations Revenue as a result of entering into this Agreement, after taking
into account any payments to be made under this Agreement. Such payments shall be
independent of, and in addition to such other payments as set forth in Article IV, Subject to the
limitations contained in this Agreement (including Section 5.1), it is the infent of the Parties that
the risk of any negative financial consequence to the District in making the decision to enter into
this Agreement will be borne by the Applicant and not by the District.

Section 3.2. CALCULATING THE AMOUNT OF LOSS OF REVENUES BY THE DISTRICT

Subject to the provisions of Sections 5.1 and 5.2, the amount to be paid by the Applicant
to compensate the District for loss of Maintenance and Operations Revenue resuiting from this
Agreement for each year during the term of this Agreement (the “M&O Amount™) shall be
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determined in compliance with the Applicable School Finance Law in effect for such year and
according to the following formula:

The M&O amount owed by the Applicant to District means the Original M&O Revenue
minus the New M&Q Revenue;

Where:

ii.

“Original M&O Revenue” means the total State and local
Maintenance & Operations Revenue that the District would have
received for the school year under the Applicable School Finance
Law had this Agreement not been entered into by the Parties and
the Applicant’s Qualified Property and/or Qualified Investment
been subject to the ad valorem maintenance & operations tax.

“New M&O Revenue” means the total State and local
Maintenance & Operations Revenue that the District actually
received for such school year.

In making the calculations required by this Section 3.2:

i.

1i.

iii.

iv.

The Taxable Value of property for each school year will be
determined under the Applicable School Finance Law.

For purposes of this calculation, the tax collection rate on the
Applicant’s Qualified Property and/or the Applicant’s Qualified
Investment will be presumed to be one hundred percent (100%)

If, for any year of this Agreement, the difference between the
Original M&O Revenue and the New M&O Revenue ag calculated
under this Section 3.2 results in a negative number, the negative
number will be considered to be zero.

All calculations made for years three (3) through ten (10) of this
Agreement under Section 3.2, Subsection ii of this Agreement will
reflect the Tax Limitation Amount for such year.

All calculations made under this Section 3.2 shall be made by a
methodology which isolates only the revenue impact caused by
this Agreement. Applicant shall not be responsible to reimburse
the District for other revenue losses created by other agreements or
any other factors.
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Section 3.3. COMPENSATION FOR LOSS OF OTHER REVENUES

In addition to the amounts determined pursuant to Section 3.2 above, and to the extent
provided in Section 6.3, the Applicant, on an annual basis, shall also indemnify and reimburse

the District for the following:

a. all non-reimbursed costs incurred by the District in paying or otherwise crediting
to the account of Applicant, any applicable tax credit to which Applicant may be
entitled pursuant to Chapter 313, Subchapter D of the Texas Tax Code, and for
which the District does not receive reimbursement from the State pursuant to
Texas Education Code § 42.2515, or other similar or successor statute. The
Applicant may contest the amounts certified by the District’s external auditor
under the provisions of Section 3.8.

b. all non-reimbursed costs, certified by the District’s external auditor to have been
incurred by the District for extraordinary education-related expenses related to
Applicant’s Qualified Investment or Qualified Property that are not directly
funded in state aid formulas, including expenses for the purchase of portable
classrooms and the hiring of additional personnel to accommodate a temporary
increase in student enrollment attributable to the Applicant’s Qualified Investment
or Qualified Property. The Applicant may contest the amounts certified by the
District’s external auditor under the provisions of Section 3.8.

c. any other loss of District revenues which are or may reasonably be attributable to
the payment by Applicant to or on behalf any other third party beneficiary of this
Agreement. The Applicant may contest the amounts certified by the District’s
external auditor under the provisions of Section 3.8.

Section 3.4. CALCULATIONS TO BE MADE BY THIRD PARTY

All calculations under this Agreement shall be made annually by an independent third
party (the “Third Party”) jointly approved each year by the Disfrict and the Applicant. If the
Parties cannot agree on the Third Party, then the Third Party shall be selected by the mediator
provided in Section 7.10 of this Agreement.

Section 3.5. DaTA UsSeED FOR CALCULATIONS

The calculations for payments under this Agreement shall be initially based upon the
valuations placed upon the Applicant’s Qualified Investment and/or the Applicant’s Qualified
Property by the Appraisal District in its annual certified tax roll submitted to the District
pursuant to Texas Tax Code § 26.01 on or about July 25 of each year of this Agreement.
Immediately upon receipt of the valuation information by the District, the District shall submit
the valuation information to the Third Party selected under Section 3.4. The cerfified tax roll
data shall form the basis of the calculation of any and all amounts due under this Agreement. All
other data utilized by the Third Party to make the calculations contemplated by this Agreement
shall be based upon the best available current estimates. The data utilized by the Third Party
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shall be adjusted from time to time by the Third Party to reflect actual amounts, subsequent
adjustments by the Appraisal District to the District’s certified tax roll or any other changes in
student counts, tax collections, or other data.

Section 3.6. DELIVERY OF CALCULATIONS

On or before November 1 of each year for which this Agreement is effective, the Third
Party appointed pursuant to Section 3.4 of this Agreement shall forward to the Parties a
certification containing the calculations required under Sections 3.2 and/or 3.3, Article IV and
Section 5.1 of this Agreement in sufficient detail to allow the Parties to understand the manner in
which the calculations were made. The Third Party shall simultaneously submit his, her or its
invoice for fees for services rendered to the Parties, if any fees are being claimed. Upon
reasonable prior notice, the employees and agents of the Applicant shall have access, at all
reasonable times, to the Third Party's offices, personnel, books, records, and correspondence
pertaining to the calculation and fee for the purpose of verification. The Third Party shall
maintain supporting data consistent with generally accepted accounting practices, and the
employees and agents of the Applicant shall have the right to reproduce and retain for purpose of
audit, any of these documents. The Third Party shall preserve all documents pertaining to the
calculation and fee for a period of three (3) years after payment. The Applicant shall not be
liable for any of Third Party's costs resulling from an audit of the Third Party's books, records,
correspondence, or work papers pertaining to the calculations contemplated by this Agreement or
the fee paid by the Applicant to the Third Party pursuant to Section 3.7, if such fee is timely paid.

Section 3.7. PAYMENT BY APPLICANT

The Applicant shall pay any amount determined to be due and owing to the District under
this Agreement on or before the January 31 next following the tax levy for each year for which
this Agreement is effective. By such date, the Applicant shall also pay any amount billed by the
Third Party for all calculations under this Agreement under Section 3.6, above, plus any
reasonable and necessary legal expenses paid by the District to ils attorneys, auditors, or
financial consultants for the preparation and filing of any financial reports, disclosures, tax
credits or other reimbursement applications filed with or sent to the State of Texas which are, or
may be required under the terms of or because of the execution of this Agreement. In no year
shall the Applicant be responsible for the payment any expenses under this Section 3.7 and
Section 3.6, above, to the Third Party in excess of Five Thousand Dollars ($5,000.00).

Section 3.8. RESOLYUTION OF DISPUTES

Pursuant to Sections 3.3, 3.4 and 3.6, should the Applicant disagree with the certification
containing the calculations, the Applicant may appeal the findings, in writing, to the Third Party
within thirty (30) days of receipt of the certification. Within thirty (30) days of receipt of the
Applicant's appeal, the Third Party will issue, in writing, a final determination of the certification
containing the calculations. Thereafter, the Applicant may appeal the final determination of
certification containing the calculations to the District. Any appeal by the Applicant of the final
determination of the Third Party may be made, in writing, to the Kenedy Independent School
District Board of Trustees within thirty (30) days of the final determination.
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Section 3.9. EFFECT OF PROPERTY VALUE APPEAL OR OTHER ADFUSTMENT

In the event that, at the time the Third Party selected under Section 3.4 makes its
calculations under this Agreement, Applicant has appealed any matter relating to the valuations
placed by the County Appraisal District on the Qualified Property, and such appeal remains
unresolved, the Third Party shall base its calculations upon the values placed upon the Qualified
Property by the County Appraisal District. '

In the event that the result of an appraisal appeal or for any other reason, the Taxable
Value of the Applicant’s Qualified Investment and/or the Applicant’s Qualified Property is
changed, once the determination of a new value becomes final, the Parties shall immediately
notify the Third Party who shall immediately issue new calculations for the applicable year or
years. In the event the new calculations result in the change of any amount payable by the
Applicant under this Agreement, the Party from whom the adjustment is payable shall remit such
amounts to the counter-Party within thirty (30) days from the receipt of the calculations from the

Third Party.
Section 3.10. EFFECT OF STATUTORY CHANGES

Notwithstanding any other provision in this Agreement, but subject to the limitations
contained in Section 5.1, in the event that, by virtue of statutory changes to the Applicable
School Finance Law, administrative interpretations by the Comptroller, Commissioner of
Education, or the Texas Education Agency, or for any other reason attributable to statutory
change, the District will receive less Maintenance and Operations Revenue, or, if applicable, will
be required to increase its payment of funds to the State, because of its participation in this
Agreement, Applicant shall make payments to the District, up to the revenue protection amount
limit set forth in Section 5.1, that are necessary to offset any negative impact on the District as a
result of its participation in this Agreement. Such calculation shall take into account any
adjustments to the amount calculated for the current fiscal year that should be made in order to
reflect the actual impact on the District.

ARTICLE IV
SUPPLEMENTAL PAYMENTS
Section 4.1. AMOUNTS EXCLUSIVE OF INDEMNITY AMOUNTS

(a) In addition to undertaking the responsibility for the payment of all of the amounts
set forth under Article III, and as consideration for the execution of this Agreement by the
District, the Applicant shall also be responsible for the Supplemental Payments set forth in this
Article IV (the “Supplemental Payments™). Applicant shall not be responsible to the District or
to any other person or persons in any form for the payment or transfer of money or any other
thing of value in recognition of, anticipation of, or consideration for this Agreement for
limitation on appraised value made pursuant to Chapter 313, Texas Tax Code, unless it is
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explicitly set forth in this Agreement. It is the express intent of the Parties that the obligation for
Supplemental Payments under this Article IV are separate and independent of the obligation of
the Applicant to pay the amounts described in Article III; provided, however, that payments
under Article III and IV are, in all respects, subject to the limitations contained in Section 5.1,
and that all payments made under Article IV are subject to the separate limitations contained in

Section 4.4.

() It is the express intent of the Parties that any Supplemental Payments made to or
on behalf of the District by the Applicant, under this Article IV, shall not exceed the limit
imposed by the provisions of Texas Tax Code § 313.027(i), as such limit is allowed or required
to be increased by the Legislature in a future year of this Agreement; however, in such event it
shall not exceed the Supplemental Payment amount described in Section 4.2 and 4.3 below.

Section 4.2. CALCULATION OF AMOUNT OF SUPPLEMENTAL PAYMENTS

(a) For each of years one (Tax Year 2013) through thirteen (Tax Year 2025) of this
Agreement, the District shall be entitled to receive as Supplemental Payments an
amount equal to ONE HUNDERD DOLLARS ($100.00) per student per year in
average daily attendance as defined in Section 42.005, Education Code.

(b) The Supplemental Payment shall be calculated by the Third Party selected
pursuant to Section 3.4,

(c) The Supplemental Payment calculations shall be made at the same time and on
the same schedule as the calculations made pursuant to Section 3.6.

(d) Payment of amounts due under this Section 4.2 shall be made at the time set forth
in Section 3.7.

(e) All amounts owed by the Applicant to the District for a Tax Year under this
Article IV shall be paid on the same date established by Section 3.7 for such Tax

Year.

ARTICLE V
ANNUAL LIMITATION OF PAYMENTS BY APPLICANT
SECTION 5.1, ANNUAL LIMITATION AFTER FIRST THREE YEARS

Notwithstanding anything contained in this Agreement to the contrary, and with respect
to each Tax Year during the term of this Agreement after the 2014 Tax Year, in no event shall (1)
the sum of the maintenance and operations ad valorem taxes paid by the Applicant to the District
for such Tax Year, plus the sum of all payments otherwise due from the Applicant to the District
under Articles III and IV with respect to such Tax Year exceed (ii) the amount of the
maintenance and operations ad valorem taxes that the Applicant would have paid to the District

Agreement for Limitation on Appraised Value
Between Kenedy Independent School District and ETC Texas Pipeline, LTD

Page 18 of 38



for such Tax Year (determined by using the District’s actual maintenance and operations tax rate
for such Tax Year) if the Parties had not entered into this Agreement. The calculation and
comparison of the amounts described in clauses (i) and (ii) of the preceding sentence shall be
included in all calculations made pursuant to Sections 3.4 and 3.6, and in the event the sum of
the amounts described in said clause (i) exceeds the amount described in said clause (ii), then the
payments otherwise due from the Applicant to the District under Articles Il and IV shall be

reduced until such excess is eliminated.
Section 5.2. OPTION TO CANCEL AGREEMENT

In the event that any payment otherwise due from the Applicant to the District under
Article Il and/or IV with respect to a Tax Year 1s subject to reduction in accordance with the
provisions of Section 5.1 above, then the Applicant shall have the option to terminate this
Agreement. The Applicant may exercise such option to cancel this Agreement by notifying the
District of its election in writing not later than the July 31 of the year next following the Tax
Year with respect to which a reduction under Section 5.1 is applicable. Any cancellation of this
Agreement under the foregoing provisions of this Section 5.2 shall be effective immediately
prior to the second Tax Year next following the Tax Year in which the reduction giving rise to
the option occurred. Upon such termination this Agreement shall terminate and be of no further
force or effect; provided, however, that the Parties respective rights and obligations under this
Agreement with respect to the Tax Year or Tax Years (as the case may be) through and including
the Tax Year during which such notification is delivered to the District, shall not be impaired or
modified as a result of such termination and shall survive such termination unless and until
satisfied and discharged.

ARTICLE VI
TAX CREDITS
Section 6.1. APPLICANT’S ENTITLEMENT TO TAX CREDITS

The Applicant shall be entitled to Tax Credits from the District under and in accordance
with the provisions of Subchapter D of the Act and Comptroller Rules, provided that the
Applicant complies with the requirements under such provisions, including the filing of a
completed application under Section 313.103 of the Texas Tax Code and Comptroller Rufes.

Section 6.2. DISTRICT’S OBLIGATIONS WITH RESPECT TO TAX CREDITS

The District shall timely comply and shall cause the District’s collector of taxes to timely
comply with their obligations under Subchapter D of the Act and Comptroller Rules, including,
but not limited to, such obligations set forth in Section 313.104 of the Texas Tax Code and either

Comptroller and/or Texas Education Agency Rules .
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Section 6.3. COMPENSATION FOR L.0SS OF TAX CREDIT PROTECTION REVENUES

If after the Applicant has actually received the benefit of a Tax Credit under Section 6.1,
the District does not receive aid from the State pursuant to Texas Education Code § 42.2515 or
other similar or successor statute with respect to all or any portion of such tax credit for reasons
other than the District’s failure to comply with the requirements for obtaining such aid, then the
District shall notify the Applicant in writing thereof and the circumstances surrounding the
State’s failure to provide such aid to the District. The Applicant shall pay to the District the
amount of such Tax Credit for which the District did not receive such aid within thirty (30)
calendar days after receipt of such notice, and such payment shall be subject to the same
provisions for late payment as are set forth in Sections 7.5 and 7.6. If the District receives aid
from the State for all or any portion of a Tax Credit with respect to which the Applicant has
made a payment to the District under this Section 6.3, then the District shall pay to the Applicant
the amount of such aid within thirty (30) calendar days after the District’s receipt thereof.

ARTICLE VII
ADDITIONAL OBLIGATIONS OF APPLICANT

Section 7.1. DATA REQUESTS

During the term of this Agreement, and upon the written request of one Party or by the
Comptroller (the “Requesting Party”), the other Party shall provide the Requesting Party with all
information reasonably necessary for the Requesting Party to determine whether the other Party
is in compliance with its obligations, including any employment obligations, under this
Agreement. The Applicant shall allow authorized employees of the District, the Comptroller
and/or the Appraisal District to have access to the Applicant’s Qualified Property and/or business
records in accordance with Texas Tax Code Section 22.07 during the term of this Agreement, in
order to inspect the project to determine compliance with the terms hereof or as necessary to
properly appraise the Taxable Value of the Applicant’s Qualified Property and any other tangible
property on the premises. All inspections will be made at a mutually agreeable time after the
giving of not less that forty-eight (48) hours prior written notice, and will be conducted in such a
manner so as not fo unreasonably interfere with either the construction or operation of the
Applicant’s Qualified Property. All inspections may be accompanied by one or more
representatives of the Applicant, and shall be conducted in accordance with the Applicant’s
safety, security, and operational standards. Notwithstanding the foregoing, nothing contained in
this Agreement shall require the Applicant to provide the District, the Comptroller or the
Appraisal District with any technical or business information that is private personnel data,
proprietary, a trade secret or confidential in nature or is subject to a confidentiality agreement
with any third party.

Section 7.2. REPORTS TO OTHER GOVERNMENTAL AGENCIES

Applicant shall timely make any and all reports that are or may be required under the
provisions of law or administrative regulation, including but not limited to the annual report or
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certifications that may be required to be submitted by the Applicant to the Texas Comptroller of
Public Accounts under the provisions of Texas Tax Code § 313.032. Applicant shall forward a
copy of all such required reports or certifications to the District contemporaneously with the
filing thereof. The obligation to make all such required filings shall be a material obligation

under this Agreement.
Section 7.3  SUPPORT FOR DISTRICT TECHNICAL TRAINING PROGRAM

Applicant shall, during the entire course of this Agreement, provide support for the
District’s technical training program for the education and development of technical skills
necessary for individuals seeking employment in the natural gas processing industry. Such
support shall, at a minimum, consist of:

(a) Conferring with the District for the purpose of identifying opportunities for
employees of Applicant to participate in technical training programs operated by
the District for the benefit of its students, and programs sponsored by the District;

and

(b) Considering qualified graduates of the District’s technical training program and/or
graduates of programs sponsored by the District for available positions with

Applicant.

Section 7.4. APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE
By entering into this Agreement, the Applicant warrants that:
(2) it will abide by all of the terms of the Agreement;

(b) it will Maintain Viable Presence in the District through the Final Termination
Date of this Agreement. Notwithstanding anything contained in this Agreement
to the contrary, the Applicant shall not be in breach of, and shall not be subject to
any liability for failure to Maintain Viable Presence to the extent such failure is
caused by Force Majeure (as hereinafter defined), provided the Applicant makes
commercially reasonable efforts to remedy the cause of such Force Majeure; and,

©) it will meet minimum eligibility requirements under Tax Code, Chapter 313
throughout the value limitation and tax-credit settle-up periods.

Section 7.5. CONSEQUENCES OF EARLY TERMINATION OR OTHER BREACH BY
APPLICANT

(a) In the event that the Applicant {terminates this Agreement without the consent of
the District, except as provided in Section 5.2, or in the event that the Applicant or its successor-
in-interest fails to comply in any material respect with the terms of this Agreement or to meet
any material obligation under this Agreement, after the notice and cure period provided by
Section 7.9, then the District shall be entitled to the recapture of all ad valorem tax revenue lost
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as a result of this Agreement together with the payment of penalty and imterest, as calculated in
accordance with Section 7.6, on that recaptured ad valorem tax revenue. For purposes of this
recapture calculation, the Applicant shall be entitled to a credit for all payments made to the
District pursuant to Article III. Applicant shall also be entitled to a credit for any amounts paid

to the District pursuant to Article I'V.

(b)  Notwithstanding Section 7.5(a), in the event that the District determines that the
Applicant has failed to Maintain Viable Presence and provides written notice of termination of
the Agreement, then the Applicant shall pay to the District liquidated damages for such failure
within thirty (30) days after receipt of such termination notice. The sum of hquidated damages
due and payable shall be the sum total of the District ad valorem taxes for the Tax Year(s) in
which the applicant failed to comply to this Agreement that otherwise would have been due and
payable by the Applicant to the District without the benefit of this Agreement, including penalty
and interest, as calculated in accordance with Section 7.6. For purposes of this liquidated
damages calculation, the Applicant shall be entitled to a credit for all payments made to the
District pursuant to Article III. The Applicant shall also be entitled to a credit for any amounts
paid to the District pursuant to Article IV. Upon payment of such liquidated damages,
Applicant’s obligations under this Agreement shall be deemed fully satisfied, and such payment
shall constitute the District’s sole remedy.

Section 7.6. CALCULATION OF PENALTY AND INTEREST

In determining the amount of penalty or interest, or both, due in the event of a breach of
this Agreement, the District shall first determine the base amount of recaptured taxes owed less
all credits under Section 7.5 for each Tax Year during the term of this Agreement since the
Commencement Date. The District shall calculate penalty or interest for each Tax Year during
the term of this Agreement since the Commencement Date in accordance with the methodology
set forth in Chapter 33 of the Texas Tax Code, as if the base amount calculated for such Tax
Year less all credits under Section 7.5 had become due and payable on February 1 of the calendar
year following such Tax Year. Penalties on said amounts shall be calculated in accordance with
the methodology set forth in Texas Tax Code § 33.01(a), or its successor statute. Interest on said
amounts shall be calculated in accordance with the methodology set forth in Texas Tax Code §

33.01(c), or its successor statute.
Section 7.7 MATERIAL BREACH OF AGREEMENT

Applicant shall be in material breach (“Material Breach”) of this Agreement if it commits
one or more of the following acts or omissions:

(a) Applicant is determined to have failed to meet its obligations to have made
accurate representations of any material fact in the submission of its Application

as is required by Section 8.13, below.

(b}  Applicant fails to Maintain Viable Presence in the District, as required by Section
7.4 of this Agreement, through the Final Termination Date of this Agreement.
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(c) Applicant fails to make any payment required under Asticles III or IV of this
Agreement on or before its due date.

(d)  Applicant fails to create and maintain at least the number of New Jobs it
committed to create and maintain as set forth in this Agreement.

(e) Applicant fails to create and maintain at least Eighty Percent (80%) of all New
Jobs it committed to create and maintain as set forth in this Agreement as

Qualifying Jobs.

() Applicant makes any payments to the District or to any other person or persons in
any form for the payment or transfer of money or any other thing of value in
~ recognition of, anticipation of, or consideration for this Agreement for limitation
on appraised value made pursuant to Chapter 313, Texas Tax Code, in excess of
the amounts set forth in Articles HI and IV, above. Voluntary donations made by
the Applicant to the District after the date of execution of this Agreement, and not
mandated by this Agreement or made in recognition of consideration for this
Agreement for limitation on appraised value made pursuant to Chapter 313 are

not barred by this provision.

(h)  Applicant fails to comply in any material respect with any other term of this
Agreement, or Applicant fails to meet its obligations under the applicable
Comptroller’s Rules, and under the Texas Economic Development Act.

Section 7.8  LIMITED STATUTORY CURE OF MATERIAL BREACH

In accordance with the provisions of Texas Tax Code § 313.0275, for any full tax year
which commences after the project has become operational, Applicant may cure the Material
Breaches of this Agreement, defined 1n Sections 7.7(d), 7.7(¢) or 7.7(f), above, without the
termination of the remaining term of this Agreement. In order to cure any such non-compliance
with Sections 7.7(d), 7.7(e} or 7.7(f) for the particular Tax Year of non-compliance only,
Applicant may make the liqudated damages payment required by Texas Tax Code §
313.0275(b) in accordance with the Texas Tax Code § 313.0275(c).

Section 7.9, DETERMINATION OF MATERIAL BREACH AND TERMINATION OF
AGREEMENT

(a) Prior to making a determination under Sections 7.5 or 7.7 that the Applicant has
committed a Material Breach of this Agreement, such as making a material misrepresentation in
the Application, failing to Maintain Viable Presence in the District as required by Section 7.4 of
this Agreement, failing to make any payment required under this Agreement when due, or has
otherwise committed a Material Breach of this Agreement, the District shall provide the
Applicant with a written notice of the facts which it believes have caused the Material Breach of
this Agreement, and if cure is possible, the cure proposed by the District. In the case of a notice
of payment default, Applicant shall have thirty (30) days in which to tender payment, unless it
notifies the District within fifteen (15) days after receipt of such notice that it disputes the
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District’s determination of payment default, in which case the dispute shall be settled in the
manner set out in Sections 7.9(b) and 7.10. For a Material Breach other than payment default,
after receipt of the notice, Applicant shall be given sixty (60) days to present any facts or
arguments to the Board of Trustees showing that it is not in Material Breach of its obligations
under the Agreement, or that it has cured or undertaken to cure any such Material Breach.

(b If the Board of Trustees is not satisfied with such response and/or that such breach
has been cured, then the Board of Trustees shall, after reasonable notice to the Applicant,
conduct a hearing called and held for the purpose of determining whether such breach has
occurred and, if so, whether such breach has been cured. At any such hearing, the Applicant
shall have the opportunity, together with their counsel, to be heard before the Board of Trustees.
At the hearing, the Board of Trustees shall make findings as to whether or not a Material Breach
of this Agreement has occurred, the date such breach occurred, if any, and whether or not any
such breach has been cured. In the event that the Board of Trustees determines that such a
breach has occurred and has not been cured, it shall also terminate the Agreement and determine
the amounts of recaptured taxes under Section 7.5 (net of all credits under Section 7.5), and the
amount of any penalty and/or interest under Section 7.6 that are owed to the District.

(c) After making its determination regarding any alleged breach, the Board of
Trustees shall cause the Applicant to be notified in writing of its determination (a “Determination
of Breach and Notice of Agreement Termination™).

Section 7.10. DISPUTE RESOLUTION

(a)  After receipt of notice of the Board of Trustee’s Determination of Breach and
Notice of Agreement Termination under Section 7.9, the Applicant shall have thirty (30) days in
which either to tender payment or evidence of its efforts to cure, or to initiate mediation of the
dispute by written notice to the District, in which case the District and the Applicant shall be
required to make a good faith effort to resolve, without resort to litigation and within sixty (60)
days after the Applicant’s receipt of notice of the Board of Trustee’s Determination of Breach
and Notice of Agreement Termination under Section 7.9, such dispute through mediation with a
mutually agreeable mediator and at a mutually convenient time and place for the mediation. If
the Parties are unable to agree on a mediator, a mediator shall be selected by the sentor state
district court judge then residing in Karnes County, Texas. The Parties agree to sign a document
that provides the mediator and the mediation will be governed by the provisions of Chapter 154
of the Texas Civil Practice and Remedies Code and such other rules as the mediator shall
prescribe. With respect to such mediation, (i) the District shall bear one-half of such mediator’s
fees and expenses and the Applicant shall bear one-half of such mediator’s fees and expenses,
and (i) otherwise each Party shall bear all of its costs and expenses (including attorneys’ fees)
incurred in connection with such mediation.

) In the event that any mediation is not successful in resolving the dispute or that
payment is not received before the expiration of such sixty (60) days, the District shall have the
remedies for the collection of the amounts determined under Section 7.9 as are set forth in Texas
Tax Code Chapter 33, Subchapters B and C, for the collection of delinquent taxes. In the event
that the District successfully prosecutes legal proceedings under this section, the Applicant shall
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also be responsible for the payment of attorey’s fees and a tax lien on the Applicant’s Qualified
Property and the Applicant’s Qualified Investment pursuant to Texas Tax Code § 33.07 to the
attorneys representing the District pursuant to Texas Tax Code § 6.30.

() In any event where a dispute between the District and the Applicant under this
Agreement cannot be resolved by the Parties, after completing the procedures required in this
Section either the District or the Applicant may seek a judicial declaration of their respective
rights and duties under this Agreement or otherwise, in any judicial proceeding, assert any rights
or defenses, or seek any remedy in law or in equity, against the other Party with respect to any
claim relating to any breach, default, or nonperformance of -any covenant, agreement or
undertaking made by a Party pursuant to this Agreement.

Section 7.11. LIMITATION OF OTHER DAMAGES

(a) Notwithstanding anything contained in this Agreement to the contrary, in the
event of default or breach of this Agreement by the Applicant, the District's damages for such a
default shall under no circumstances exceed the greater of either any amounts calculated under
Sections 7.5 and 7.6 above, or the monetary sum of the difference between the payments and
credits due and owing to the Applicant at the time of such default and the District taxes that
would have been lawfully payable to the District had this Agreement not been executed. In
addition, the District's sole right of equitable relief under this Agreement shall be its right to

terminate this Agreement.

(b) The Parties further agree that the limitation of damages and remedies set forth in
this Section 7.11 shall be the sole and exclusive remedies available to the District, whether at law

or under principles of equity.
Section 7.12. BINDING ON SUCCESSORS

In the event of a merger or consolidation of the District with another school district or
other governmental authority, this Agreement shall be binding on the successor school district or
other governmental authority.

ARTICLE VIII
MISCELLANEOUS PROVISIONS

Section 8.1. INFORMATION AND NOTICES

Unjess otherwise expressly provided in this Agreement, all notices required or permitted
hereunder shall be in writing and deemed sufficiently given for all purposes hereof if (i)
delivered in person, by courier (e.g., by Federal Express) or by registered or certified United
States Mail to the Party to be notified, with receipt obtained, or (ii) sent by facsimile
transmission, with “answer back™ or other “advice of receipt” obtained, in each case to the
appropriate address or number as set forth below. Each notice shall be deemed effective on
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receipt by the addressee as aforesaid; provided that, notice received by facsimile transmission
after 5:00 p.m. at the location of the addressee of such notice shall be deemed received on the
first business day following the date of such electronic receipt.

Notices to the District shall be addressed as follows:

Superintendent of Schools

Kenedy Independent School District
401 Highway 719

Kenedy, Texas 78119-2034

Fax: 830-583-9950

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the District may designate by written notice to the Applicant.

Notices to the Applicant shall be addressed to:

Megan McKavanagh

ETC Texas Pipeline, LTD.

800 East Sonterra Blvd., Suite 400
San Antonio, Texas 78258-3941
Fax: 210-403-6664

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the Applicant may designate by written notice to the District.

Section 8.2. EFFECTIVE DATE, TERMINATION OF AGREEMENT

(a)  This Agreement shall be and become effective on the date of final approval of this
Agreement by the District’s Board of Trustees.

(b) The obligation to Maintain Viable Presence under this Agreement shall remain in
full force and effect through the Final Termination Date established 1n Section 1.2
of this Agreement.

(c) In the event that Applicant fails to make a Qualified Investment in the amount of
Ten Million Dollars ($10,000,000.00), or greater, during the Qualifying Time
Period, this Agreement shall become null and void on December 31, 2014.

Section 8.3. AMENDMENTS TO AGREEMENT; WAIVERS

This Agreement may not be modified or amended except by an instrument or instruments
in writing signed by all of the Parties. Waiver of any term, condition or provision of this
Agreement by any Party shall only be effective if in writing and shall not be construed as a
waiver of any subsequent breach of, or failure to comply with, the same term, condition or
provision, or a waiver of any other term, condition or provision of this Agreement. Pursuant to
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Comptroller’s Rule 9.1055, and subject to Section 2.3, by official action of the Board of
Trustees, this Agreement may be amended to include, in the Applicant’s Qualified Investment,
additional or replacement Qualified Property not specified in EXHIBIT 3, provided that the
Applicant reports to the District, the Comptroller, and the Appraisal District, in the same format,
style, and presentation as the Application, all relevant investment, value, and employment
information that is related to the additional property. Any amendment of the Agreement adding
additional or replacement Qualified Property pursuant to this Section 8.3 shall, pursuant to
Comptroller’s Rule 9.1055, (1) require that all property added by amendment be eligible
property as defined by Tax Code, §313.024; (2) clearly distinguish the property, investment, and
employment information added by amendment from the property, investment, and employment
information in the original Agreement; and (3) define minimum eligibility requirements for the
recipient of limited value. This Agreement may not be amended to extend the value limitation

time period.
Section 8.4. ASSIGNMENT

This Agreement may not be assigned by Applicant without the approval of the District,
except that the Applicant may, without the District’s consent, assign its rights and
responsibilities under this Agreement to any person who acquires all or any portion of
Applicant’s interest in the Qualified Property, including a person who proposes to construct,
acquire, operate or otherwise place in service, Qualified Property listed in Exhibit 3 which
Applicant has not constructed or acquired as of the date of the assignment. Applicant shall give
written notice of any such assignment to the District, whereupon the District shall cause any
property taxes applicable to the interest in the Qualified Property acquired by the assignee to be
assessed separately to such assignee. Any assignment, including without limitation an
assignment to an assignee acquiring an interest in the Qualified Property, shall require that all
conditions and obligations in this Agreement applying to the interest acquired by the assignee
shall be assumed by the assignee, and upon such assumption, Applicant (or any other partial
assignee not a part of the assignment in question) shall have no further rights, duties or
obligations under the Agreement to the extent such rights, duties or obligations apply to the
interest acquired by the assignee. No assignment can be made if (a) there exists a default
hereunder, declared by the District, that has not been cured, or (b) the assignee is delinquent in
the payment of ad valorem taxes owed to the District or any other taxing jurisdiction in Karnes
County, Texas. Approval by the District shall not be unreasonably withheld, conditioned or
delayed. The parties hereto agree that a transfer of all or a portion of member interest or other
ownership interest in Applicant to a third party shall not be considered an assignment under the

terms of this Agreement.

Section 8.5. MERGER

This Agreement contains all of the terms and conditions of the understanding of the
Parties relating to the subject matter hereof. All prior negotiations, discussions, correspondence,
and preliminary understandings between the Parties and others relating hereto are superseded by

this Agreement.
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Section 8.6. MAINTENANCE OF COUNTY APPRAISAL DISTRICT RECORDS

When appraising the Applicant's Qualified Property and the Applicant’s Qualified
Investment subject to a limitation on Appraised Value under this Agreement, the Chief Appraiser
of the Appraisal District shall determine the Market Value thereof and include both such Market
Value and the appropriate value thereof under this Agreement in its appraisal records.

Section 8.7. GOVERNING LAW

This Agreement and the transactions contemplated hereby shall be governed by and
interpreted in accordance with the laws of the State of Texas without giving effect to principles
thereof relating to conflicts of law or rules that would direct the application of the laws of
another jurisdiction. Venue in any legal proceeding shall be in Karnes County, Texas.

Section 8.8. AUTHORITY TO EXECUTE AGREEMENT

Each of the Parties represents and warrants that its undersigned representative has been
expressly authorized to execute this Agreement for and on behalf of such Party.

Section 8.9. SEVERABILITY

If any term, provision or condition of this Agreement, or any application thereof, is held
invalid, illegal or unenforceable in any respect under any Law (as hereinafter defined), this
Agreement shall be reformed to the extent necessary to conform, in each case consistent with the
intention of the Parties, to such Law, and to the extent such term, provision or condition cannot
be so reformed, then such term, provision or condition (or such invalid, illegal or unenforceable
application thereof) shall be deemed deleted from (or prohibited under) this Agreement, as the
case may be, and the validity, legality and enforceability of the remaining terms, provisions and
conditions contained herein (and any other application such term, provision or condition) shall
not in any way be affected or impaired thereby. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in
good faith to modify this Agreement in an acceptable manner so as to effect the original intent of
the Parties as closely as possible to the end that the transactions contemplated hereby are fulfilled
to the extent possible. As used in this Section 8.9, the term “Law” shall mean any applicable
statute, law (including common law), ordinance, regulation, rule, ruling, order, writ, injunction,
decree or other official act of or by any federal, state or local government, governmental
department, commission, board, bureau, agency, regulatory authority, instrumentality, or judicial
or administrative body having jurisdiction over the matter or matters in question.

Section 8.10. PAYMENT OF EXPENSES

Except as otherwise expressly provided in this Agreement, or as covered by the
application fee each of the Parties shall pay its own costs and expenses relating to this
Agreement, including, but not limited to, its costs and expenses of the negotiations leading up to
this Agreement, and of its performance and compliance with this Agreement.

Agreement for Limitation on Appraised Value
Between Kenedy Independent School District and ETC Texas FPipeline, LTD

Page 28 of 38



Section 8.11. INTERPRETATION

When a reference is made in this Agreement to a Section, Article or Exhibit, such
reference shall be to a Section or Article of, or Exhibit to, this Agreement unless otherwise
indicated. The headings contained in this Agreement are for reference purposes only and shall
not affect in any way the meaning or interpretation of this Agreement. The words “include,”
“includes” and “including” when used in this Agreement shall be deemed in such case to be
followed by the phrase “, but not limited to,”. Words used in this Agreement, regardless of the
number or gender specifically used, shall be deemed and construed to include any other number,
singular or plural, and any other gender, masculine, feminine or neuter, as the context shall
require. This Agreement is the joint product of the Parties and each provision of this Agreement
has been subject to the mutual consultation, negotiation and agreement of each Party and shall
not be construed for or against any Party.

Section 8.12. EXECUTION OF COUNTERPARTS

This Agreement may be executed in multiple counterparts, each of which shall be
deemed an original, and all of which, taken together, shall constitute but one and the same
instrument, which may be sufficiently evidenced by one counterpart.

Section 8.13. ACCURACY OF REPRESENTATIONS CONTAINED IN APPLICATION

The Parties acknowledge that this Agreement has been negotiated, and is being executed,
in reliance upon the information contained in the Application. Applicant warrants that all
information, facts and representations contained therein are true and correct. The parties further
agree that the Application and all the attachments thereto are included by reference into this
Agreement as if set forth herein in full.

In the event that the Board of Trustees, after completing the procedures required by
Sections 7.9 and 7.10 of this Agreement, makes a written determination that the Application was
either incomplete or inaccurate as to any material representation, information, or fact, this
Agreement shall be invalid and void except for the enforcement of the provisions required by 34.
Texas Administrative Code § 9.1053(H(2}XK).

Section 8.14. PUBLICATION OF DOCUMENTS

The Parties acknowledge that the District is required to publish the Application and its
required schedules, or any amendment thereto; all economic analyses of the proposed project
submitted to the District; the approved and executed copy of this Agreement or any amendment
thereto; and each application requesting tax credits under Texas Tax Code § 313.103, as follows:

a. Within seven (7) days of such document, the District shall submit a copy to the
Comptroller for publication on the Comptroller's Internet website.

b. District shall provide on its website a link to the location of those documents posted
on the Comptroller's website.
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c. This Section does not require the publication of information that is confidential under
Texas Tax Code § 313.028.

(Signature page follows.)
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple
originals on this 17" day of September, 2012.

ETC TEXAS PrPELINE, LTD KENEDY INDEPENDENT SCHOOL DISTRICT
By: Byw /%1«\..——/
Printed Name: Edward Monson
Title: President

Board of Trustees

ATTEST:

(IUmag Danmeu
Alma Danrrifer

Secretary
Board of Trustees
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple
originals on this 17" day of September, 2012.

ETC TEXAS PIPELINE, LTD KENEDY INDEPENDENT SCHOOL DISTRICT
R =L )
By: A By/ . . / Y
Printed Nameé:_€€€ ¢ WhANI Edward Monson
Title: PAMZECAGLR, (Dye® wl) President

Board of Trustees

ATTEST:

Mpa s Ddamur

Alma Darfthier
Secretary
Board of Trustees
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Exuprr 1

DESCRIPTION OF QUALIFIED REINVESTMENT ZONE

The Reinvestment Zone was created on April 30, 2012 by action of the Karnes County
Commissioner’s Court. As a resulf of the action of the Karnes County Commissioner’s Court, the
Reinvestment Zone, a map of which is attached as the last page of this EXH¥BIT 1, includes real
property within Karnes County, Texas, more specifically the following property:

An approximate 320 acre tract of land, owned by ETC Texas Pipeline, LTD and
described as 319.98 acres, more or less, the first tract being 143.28 acres situated
in the J. O’Donovan Survey, A-222, together with the second tract, 176.7 acres,
being 93.7 acres situated in the A. Aulander Survey, A-20, and 83 acres situated
in the Frisbie Survey, A-115, Karnes County, Texas, said tract being more
particularly described by metes and bounds in Exhibit 1.1 attached.
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Exnisrr 1.1
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EXHIBIT “4”
Atteohed to and made a part of that certain Werraniy Deed firom
PEGGY SUE'S LEC 10 ETC TEXAS PIPELINE, LTD.

FIRST TRACT:

All that cerfain tract or parcet of land lying and being situated in the County of
Karnes, State of Texas, and being a part of the J, O'Donovan Grant or Survey,
being Lot No. One (1), Block A, of the Subdivision of the 8. C. Butler Ranch
tands, and deserihed by metes and bounds 48 follows, to-wit: ‘

BEGINMING at a stake standing in the Southwest boundary of the James Priest
Leagne of tand;

THENCE North 20 degrees West with Southwest line of said james Priest Survey
1486 varay to g stake for a coraer

THENCE West across said J. O Donovan Survey 310 varas to & stake for corner
in the Bast houndary line of the A, Aulander Survey;

THENCE South with the East line of said A. Aulander Survey and C. Frishie
Survey 1329 varas to a stake for corngr standing in the North margin of a 30 foot
road;

THENCE Fast with the North margin of said road 812 varas to the place of
BEGINNING; CONTAINING 143.28 acres of land.

Being the same land conveyed by G. N. Lynch and wife, {0 I. W, Tompkins by
Decd dated November 22, 1923, and recorded in Volume 70, Page 600, of the
Deed Records of Karnes County, Texas, to which reference is bersby made for all

PUrposes.
SECOND TRACT:

All that cerlain fract or parcel of land lying and being sitvated in Karnes County,
Texas, and described as follows, to-wit:

BEGINNING al a stake standing West 310 varas from the Noviheast comer of a
5700 acres of land allotted to 5. C. Butler out of the W. G. Butler Estate,
THENCE South with the division Ime of the J. O’Donovan and A. Aulander
Surveys and the O’Donovan and Frisbie Surveys 1400.9 varas to a stake for the
Southeast comer of this tract set in Morth margin of & road;

THENCE North 89 degrees West with the North margin of said road, 715.5 varas,
o a stake for Southwest comer of this tract;

THENCE North at 575 varas the North line of the Chas. Frisbie Survey in all
1396 varas, to a stake for Northwest corner of this fract;

THENCE East 713 varas to the place of BEGINNING; CONTAINING 176-710
acres of land, 93-7710 acres out of the Awlander Survey and 83 acres out of the
Prishie Survey, situated in Kames County, Texas, about 12 miles Scuthwest from
Karpes City, and same being Lot 2, Block A of the Subdivision of the §,C, Butler
Ranch. ﬂfgf 6

-

Initigls:
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ExHiBIT 2

LOCATION OF QUALIFIED INVESTMENT/QUALIFIED PROPERTY

All Qualified Property owned by Applicant and located within the boundaries of both the
Kenedy Independent School District and Karnes County Reinvestment Zone, except “existing
improvements” described in Exhibit 3 attached (Attachment 4 and Attachment 12 of
Application), will be included in and subject to this Agreement. Specifically, all Qualified
Property of Applicant located in the following tracts of land is included:

An approximate 320 acre tract of land, owned by ETC Texas Pipeline, LTD and
described as 319.98 acres, more or less, the first tract being 143.28 acres situated
in the J. O’Donovan Survey, A-222, together with the second tract, 176.7 acres,
being 93.7 acres situated in the A. Aulander Survey, A-20, and 83 acres situated
in the Frisbie Survey, A-115, Kames County, Texas, said tract being more
particularly described by metes and bounds in Exhibit 1.1 attached.
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Exmsir 3

DESCRIPTION OF THE APPLICANT’S QUALIFIED INVESTMENT (ATTACHMENT 4)
AND
DESCRIPTION OF APPLICANT’S EXISTING IMPROVEMENTS (ATTACHMENT 12)

ATTACHMENT 4

Detailed Description of Project

Energy Transfer’s subsidiary, ETC Texas Pipeline, is proposing to build a cryogenic gas facility for
the manufacture of industrial gases in Karnes County, within the Kenedy independent School
District. The facility will be constructed on a parcel of land consisting of approximately 320
acres and will be called the Kenedy Gas Plant.

Kenedy Gas Plant

The Kenedy Gas Plant will consist of a single train with a totai capacity of 200 million cubic feet
of natural gas per day {MMCFD) in Phase 1. The plant will produce industriat gases such as
ethane, butane and propane from liquid rich natural gas that has been collected by upstream
gas gathering systems in the Eagle Ford Shale play and transported to the plant. A second
processing train is planned for Phase il, which would install an additional 200 million cubic feet
per day of production capacity with construction starting at the end of 2013 depending on the
performance of Phase { and market conditions.

The first step in the manufacturing process is to separate the pipeline condensate liquids from
the pipeline gas. Once separated, the condensate liquids are processed in a condensate

~ stabilizer system in order to sell the hydrocarbon condensates to the NGL sales pipeline. Gas
from the inlet separators is then treated in the amine treating system for removal of CO2 from
the inlet gas. The removal is required to prevent CO2 freezing in the cryogenic NGL recovery
plant and to meet the sales gas pipeline’s and NGL pipeline’s specifications. The CO2 removed
by the amine system is routed to an incinerator system to destroy incidental hydrocarbon
vapors contained in the CO2 stream. From the amine system, the sweet gas is then sent to the
cryogenic plant for natural gas liquid recovery. The gas is refrigerated by mechanical
refrigeration and by expansion through a turbo expander. The NGL liquids condensed by the
refrigeration system are then pumped to the NGL sales pipeline. Gas from the cryogenic plant,
now stripped of NGL liguids, is compressed and delivered to the sales gas pipeline.

The Kenedy Gas Plant consists of the following main processing units and utility systems which
are classified as “Qualified Investment”

e Slug Catcher
e Stabilizer Plant
s (2) 200 MMCFD Cryogenic Gas Processing Units — each consisting of:
o injet Facilities
o Dehydration
< Regeneration
o Amine Treater and Thermal Oxidizer
o Sulfur Guard unit
o NGL Recovery Train
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o NGL Product Delivery Facilities
& Residue Recompression & Cooling
o Waste Heat Recovery
o Heat Medium
o Fuel Gas
o Drains & Flare
e Instrument & Utility Air

Some preliminary site work has been completed including leveling, access road improvements
and installation of a fence. Additionally the office/shop building has been erected, foundation
work has started and some of the components of the cryogenic processing unit for Phase | are
stored in a laydown yard at the site {listed in Attachment 12). The cost of these improvements
and equipment is estimated at 520,133,000 and will not be included as Qualified investment or
Qualified Property.

Ability to Relocate

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

and Louisiana,

Energy Transfer's pipeline footprint provides substantial flexibility in where future facilities or
investments may be located. Capital investments are allocated to projects and locations based
on expected economic return and property tax liabilities can make up a substantial ongoing
cost of operation.
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ATTACHMENT 12
Description of &1l Existing improvements

Prefimirary site work has bagn completed induding leveling, scosss road fmprovements and
fnstallation of 8 fence. The offiveshop bullding has been erected and foundation work has
started. Additionally some components of the eryogents processing unit for Phase | are stored
Bt o bapebawn wardd st the site, The following components sad irnmprovaments sie on site

#  Diflenfshop Building
*  Parimeoter Fence
*  Ualiche Pad
# Components of sne Cryopenic unlt §ﬂ;c§uc§ﬁmg:
3 Demethanizer
o Mole sleve bed
o Heotolf heater amd pump
o Regeneration gas heater
o Propare chilles
o Ewchenper and fin fam units
o Propzoe refrigeration comprossor and sepander shid

o Assoclsted Interconnedt piping
The cost of current squipment and ingrrovements on site i 520,133,000,

Wiorking with the Karnes County Apprafsal Distifct, seperate apprafsel accounts for the pre-
spplication period costs and the pest-application peried costs of the processing plast el be set
up. The value of the gre-anplication partton cost of the faclity, which will not be part of the
mitation of vdue apresmment, will be tracked in Titure yvears as a peroentage of the tokat

project value.
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ATTACHMENT E

Kenedy ISD - ETC Texas Pipeline, LTD. Tax Limitation Agreement

School
Year

2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-2¢
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
TOTAL

School
Year

2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
TOTAL

Project
Value
without
Limitation

$590,185
$8%,790,185
$121,290,185
$184,090,185
$178,590,185
$173,290,185
$168,090,185
$162,990,185
$158,100,185
$153,490,185
$148,890,185
$144,390,185
$140,190,185
$135,990,185
$131,890,185
$127,990,185

Project
Value
without
Limitation

$550,185

$89,790,185

$121,290,185
$184,090,185
$178,590,185
$173,290,185
$168,080,185
$162,990,185
$158,190,185
$153,490,185
$148,890,185
$144,390,185
$140,190,185
$135,990,185
$131,890,185
$127,990,185

Findings of Fact

Finding
8.m

ME&O
Tax
without
Limitation

$6,138
$933,818
$1,261,418
$1,914,538
$1,857,338
$1,802,218
$1,748,138
$1,695,098
$1,645,178
$1,596,298
$1,548,458
$1,501,658
$1,457,978
$1,414,298
$1,371,658
$1,331,008

&S
Tax
Rate

0.0410
0.0342
0.0328
0.0300
0.0300
0.0312
0.0310
0.0312
0.0322
0.0322
0.0322
0.0330
0.0340
0.0340
0.0340
0.0000

Project
Value
with
Limitation

$590,165
$89,790,185
$121,290,185
$10,000,000
$10,000,000
$10,000,000
$10,000,000
$10,000,000
$10,000,000
$10,000,000
$10,000,000
$144,390,185
$140,190,185
$135,990,185
$131,890,185
$127,990,185

&S
Tax

$242
$30,708
$39,783
$55,227
$53,577
$54,067
$52,108
$50,853
550,937
$49,424
547,943
$47,649
$47,665
$46,237
$44,843
50
$671,261

Finding
8.n

M&O
Tax
with

Limitation

$6,138
$933,818
$1,261,418
$104,000
$104,000
$104,000
$104,000
$104,000
$104,000
$104,000
$104,000
$1,501,658
$1,457,978
$1,414,298
$1,371,658

Finding
8.0

Foundation
School
Program

SO
S0
S0
{$424,748)
{548,567)
{$48,567)
{$48,567)
{$48,567)
(548,567)
($48,567)
{$48,567)
($61,973)

50

50

$0

Finding
8.9

Total
{Lost} or
Gained
Taxes

$0

$0

$0
($1,385,790)
($1,704,771)
($1,649,651)
($1,595,571)
($1,542,531)
($1,492,611)
(81,443, 731)
($1,395,801)
$61,973

30

$0

$0

{$12,148,574)



