




































































m KEANDREWS
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K.E. Andrews & Co.
1900 Dalrock Road
Rowlett, Texas 75088

August 15, 2018

The Honorable Judge Jimmy Sylvia
404 Washington Street

P.O. Box 939

Anahuac, Texas 77514

RE: Targa Downstream, LLC—Chapter 381 Tax Abatement Application
Dear Judge Sylvia:

Targa Downstream, LLC has approved and intends to construct its 8" fractionation facility in Chambers
County, Texas. This facility will allow Targa Downstream, LLC the ability to process raw natural gas
liquids into useable products. The estimated investment for this project is $250,000,000.

The facility will have a capacity of 100,000 bbl/day of natural gas liquids. Construction is anticipated to
commence in April 2019, and the facility will be fully operational by December 2020. During the
construction phase, the facility will create approximately 500 jobs. Upon completion of construction,
there will be at minimum 12, full-time salaried positions in Mont Belvieu for the maintenance and
operation of the facility.

On behalf of Targa Downstream, LLC we are respectfully requesting the consideration of a Chapter 381
Economic Development Agreement with Chambers County, giving effect to a ten (10) year tax
abatement agreements, the terms of which are to be negotiated consistent with the County’s Chapter
381 Economic Development Policy. Attached is our application for the property tax abatement.

We look forward to discussing a potential Chapter 381 Economic Development Agreement with you and
the Commissioners Court. We appreciate your time and consideration, and also would like to express
our gratitude for allowing Targa Downstream, LLC the opportunity to have continued growth in the City
of Mont Belvieu and Chambers County.

If you have any questions, feel free to contact me by either phone or email at 469-298-1594 or
mike@keatax.com .

Sincerely,
/7Ule ~Toy

Mike Fry
Director—Energy Services
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APPLICATION FOR TAX ABATEMENT IN CHAMBERS COUNTY, TX

This application should be filed at least 90 days prior to the proposed date for beginning of
construction or the installation of fixed machinery and equipment. Projects that have begun
construction (including earthwork) prior to County approval of final contracts are
ineligible. The filing of this document acknowledges familiarity and conformance with Guidelines
and Criteria for Tax Abatement in Chambers County (attached). This application will become part
of the agreement and any knowingly false representations will be grounds to void the agreement.
Original copy of this request should be submitted to the County Judge Jimmy Sylvia, 404
Washington Avenue, P. O. Box 939, Anahuac, Texas 77514 if the property is located outside the
corporate limits of a municipality. If the property is within the corporate limits of a municipality, the
application should be submitted to the city manager of the municipality or city administrator. Note:
Approval of this application is only 1 step in securing tax abatement. The applicant must provide
other legal documents.

Upon approval, the applicant must maintain membership in the Baytown-West Chambers
County Economic Development Foundation, commencing the date of agreement and
extending for the term of this agreement, at the standard rate for similar size companies as
established by the Foundation.

APPLICANT INFORMATION Date: August 16, 2018
Company Name: Targa Downstream, LLC
Address: 811 Louisiana Suite 2100

City: Houston State: Texas Zip-Code: 77002

APPLICANT MUST SUBMIT ANNUAL REPORT. (See instructions).

Number of Employees: 12
Annual Sales: N/A

Corporation: X]  Partnership: [ ]  Proprietorship: []
PROJECT INFORMATION

Type of Facility

See Instructions XIManufacturing Facility
[IWholesale Distribution Facility
[IResearch Facility
[ IService Facility
[ ]Entertainment & Recreation Facility
[|Other Basic Industry

Proposed Project Location Address and Legal Description:10119 TX-146, Mont Belvieu, TX
77580
Attach map and/or aerial showing proposed site

Jurisdictions:

School District Barbers Hill ISD
College District N/A
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City or Town Mont Belvieu

Describe Product or Service

Project Description:

Attach narrative(s) fully explaining the project, describe existing site and proposed improvements
and provide list of improvements and fixed machinery and equipment for which abatement is
requested.

DXJ NEW PLANT [ ] EXPANSION [ IMODERNIZATION

ECONOMIC INFORMATION

Construction Estimates:

Start Month/Year April/2019 Construction Man Years 500
Completion Date December/2020 Peak Construction Jobs 500

If Modernization:

Estimated Economic Life of Existing Plant N/A Years
Added Economic Life from Modernization N/A Years

Permanent Employment Estimates (PEE’S)

Current Plant EmploymentQ

Number of Plant Jobs [_] Retained or [X] Created
At start/opening 12 in year2019
5 years into operation 12 in year 2024

Estimated Appraised Value on Site

Personal Improvements Land
Value January 1 Preceding $0 $0 $495,390
Abatement Agreement:
Est. Value of Improvements: $0 $250,000,000 $495,390
Est. Value of Abated Properties $0 $200,000,000 $495,390

After Abatement Expires:

Value upon Completion of

Project — Personal Property and

Project Improvements Not Subject

To Abatement: $0 $135,000,000 $495,390
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VARIANCE

Is the applicant seeking a variance under Section 4 (e) of the guidelines? []YES [X] NO
If “YES”, attach required supplementary information.

OTHER ABATEMENTS. Has the company made application for abatement for this project to
other taxing jurisdictions or nearby counties? [(JYES [XINO. If “YES” please provide dates of
application, hearing dates if held or scheduled, name of jurisdictions and contacts, and letler of
intent.

City of Mont Belvieu; Application Date: TBD; Hearings: TBD; Contact: Judge Sylvia

Barbers Hill ISD 313; Application Date: 06-21-18; Hearing: September 2018; Contact: Dr. Greg
Poole

= Wi
COMPANY REPRESENTATIVE TO BE CONTACTED: %M

NAME: Mike Fry ignature of Company Official

John Thompson-VP Tax
Name & Title of Company Official

TITLE: Director of Energy Services

ADDRESS: 1900 Dalrock Road
GITY: Rowlett STATE: TX ZIP-CODE: 75088
TELEPHONE: 469-298-1594

INSTRUCTIONS

Applicant and projects must meet the requirements established in the Guidelines and Criteria
(attached) in order to receive positive consideration. Section 3 of the Guidelines, for example, sets
out improvements, terms and economic qualifications. Conformance with all sections, however, is
required for eligibility.

APPLICANT INFORMATION

The taxing unit may consider applicant’s financial capacity in determining whether to enter into an
abatement agreement. Established companies for which public information is available, or the
wholly owned businesses of such companies, should include with the application a copy of their
latest annual report to stockholders. Other applicants and new companies should attach a
statement showing when the company was established; business references (name, contact and
telephone number of principal bank, accountant and attorney) and may be required to submit an
audited financial statement and business plan.
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PROJECT INFORMATION

Only facilities listed in Section 3(a) of the Guidelines may receive abatement without applying for
a variance. Check guideline definitions in Section 2 to confirm project qualification.

ECONOMIC INFORMATION

Permanent Employment Estimates — In estimating the permanent employment, include the total
number of jobs retained or created at this site by your firm as well as known permanent jobs of
service contractors required for operation.

Estimated Appraised Value on Site — The value January 1% preceding abatement should be the
value established by the Chambers County Appraisal District. If the applicant must estimate value
because the taxable value is not known or is combined with other properties under a single tax
account, please so state. To qualify, the abated properties must be expected to result in an
addition to the tax base of at least five hundred thousand dollars ($500,000.00) after the period of
abatement expires. Projections of value should be a “best estimate” based on taxability in Texas.
The projection of project values not abated should include personal property and ineligible project-
related improvements such as office space in excess of that used for plant administration,
housing, etc.
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Detailed Project Description

Application for Tax Abatement

Chambers County, Texas

Proposed Project Description

Targa Resources, LLC proposes to build a new 100,000 bbl/day NGL Fractionator in Mont
Belvieu, Texas.

Targa Resources, LLC requests that this application includes but is not limited to the following
components of this project:

e Pre-treatment Systems e All Appurtenant Components
e De-Ethanizer Unit e Heat Medium

e De-Propanizer Unit e Gasoline Treater

e De-Butanizer Unit e Compression Equipment

e Associated Towers e Butane Splitter

e Additional Storage Facilities for Y-
grade liquids and other components

NGL Fractionation

The manufacturing process consists of first pre-treating the incoming NGL's with feed filter
coalescers and amine contactors to remove any impurities such as particulates, sulfides and
carbon dioxide. Any residual moisture is removed from the treated NGL's by dehydrators. The
NGL’s are then heated under pressure and fed into the De-Ethanizer Unit where it is separated
into an overhead gas phase and an NGL phase. Ethane in the overhead gas phase is further
purified and sent to product storage. The remaining NGL's are then heated under pressure and
fed into an overhead gas phase and an NGL phase. Ethane in the overhead gas phase is further

purified and sent to product storage. The remaining NGL's are then heated under pressure and
fed into the De-Propanizer Unit where it is separated into an overhead gas phase and an NGL
phase. Propane in the overhead gas phase is further purified and sent to product storage.

The manufacturing process consists of first pre-treating the incoming NGL’s with feed filters,
coalescers and amine contactors to remove any impurities such as particulates, sulfides and
carbon dioxide. Any residual moisture is removed from the treated NGL's by dehydrators. The
NGL’s are then heated under pressure and fed into the De-Ethanizer Unit where it is separated
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into an overhead gas phase and an NGL phase. Ethane in the overhead gas phase is further
purified and sent to product storage. The remaining NGL's are then heated under pressure and
fed into the De-Propanizer Unit where it is separated into an overhead gas phase and an NGL
phase. Propane in the overhead gas phase is further purified and sent to product storage.

The remaining NGL’s are then heated under pressure and fed into the De-Butanizer Unit where
it is separated into an overhead gas phase of mixed Butanes and natural gasolines. The mixed
Butane in the overhead gas phase is sent to the Butane Splitter (De-IsoButanizer) where it is
separated into n-Butane and Iso-Butane. Natural gasoline are then sent off for purchase via
pipeline.

The fractionation process is accomplished by applying heat and pressure to the mixture of raw
NGL hydrocarbons and separating each discrete product at the different boiling points for each
NGL component of the mixture. The raw NGL mixture is passed through a specific series of
distillation towers: deethanizer, depropanizer, debutanizer, and deisobutanizer. The name of
each of these towers corresponds to the NGL component that is separated in that tower. The
raw NGL mixture first passes through the deethanizer, where its temperature is increased to
the point where ethane (the lightest component) boils off the top of the tower as a gas and is
condensed into a purity liquid that is routed to storage. The heavier components in the mixture
at the bottom of the tower (i.e., propane, butane, iso-butane, and natural gasoline) are routed
to the second tower (depropanizer), where the process is repeated and the net lightest
component (propane) is separated. This process is repeated until the mixture of liquids has
been separated into its purity components. This facility will also be built with the necessary
equipment to produce International Grade Propane.

Demand for NGLs

Sources of U.S. NGL demand include petrochemical consumption, gasoline blending, heating
and fuel, and exports. Demand is driven primarily by the petrochemical industry, which
accounts for 40-50% of total consumption. The U.S. petrochemical industry uses NGL products
as feedstock (i.e. raw material) to produce ethylene, propylene, and butadiene (also known as
olefins).

The following factors influence demand for each individual NGL component:

e Ethane. Essentially all of the ethane extracted from natural gas is consumed by the
petrochemical industry as a feedstock for ethylene production. (Ethylene is a building
block for polyethylene, which is the most popular plastic in the world.)

e Propane. Approximately 25-30% of propane is used as a feedstock by the petrochemical
industry to produce ethylene and propylene. (Like ethylene, propylene is an important
building block used in the manufacturing of plastics.) The bulk of the remaining demand
for propane is primarily as a heating fuel in the residential and commercial markets.

e Normal Butane. Normal butane is used as a petrochemical feedstock for the production
of ethylene and butadiene (used to make synthetic rubber), as a blendstock for motor
gasoline, and as a feedstock to create isobutene.

AUSTIN  DALLAS * DENVER
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Isobutane. Isobutane has the same molecular formula as a normal butane, but a
different structural formula (i.e., atoms are rearranged). Isobutane is used in refinery
alkylation to enhance the octane content of motor gasoline.

Natural Gasoline. Natural gasoline is used primarily as a blendstock.
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Tax Abatements as a Determining Factor:

Targa Resources, LLC (or “the Company”) is a leading midstream energy company whose
primary activities include:

e Gathering, treating, processing, and transporting natural gas and natural gas liquids to a
variety of markets and states

e Storing, fractionating, treating, transporting, and selling NGL's and NGL products,
including services to LPG exporters

e Gathering, storing, and terminaling crude oil

e Storing, terminaling, and selling refined petroleum products

Targa currently operates over 27,000 miles of pipeline, 40 gas processing plants, 4 G&P crude
terminals, 2 fractionation locations, 1 hydrotreater facility, 1 gas treating facility, 18 NGL
terminals, 3 petroleum logistics facilities, and 2 storage facilities. There are also transportation
assets, including 700 railcars, 90 tractors, and 20 barges. Locations for these operations
included Arizona, Florida, Kansas, Louisiana, Maryland, Mississippi, North Dakota, New Mexico,
Oklahoma, Texas, and Washington.

Targa’s pipeline footprint provides substantial flexibility in where future facilities or
investments may be located. Effectively, there will always be infrastructure available to pipe
product in and out of anywhere a facility of this type is chosen to sit, regardless of state.

Further, the amount of capital allotted to each project the applicant undertakes is heavily
dependent on the economic return said project will generate. With the property tax burden in
Texas as high as it is operating profit is particularly sensitive to the existence of tax incentives.
What this means, is that if the property taxes are too great a burden for a project to carry and
still meet its targeted return, the capital that would have been allotted to that project will be
re-allocated to another project outside of Texas, and with a lesser burden. (Ex. Oklahoma
Manufacturing Exemption, Kansas & North Dakota-No Personal Property Tax, Louisiana
Industrial Tax Exemption)

Economic value is almost entirely dependent on cash flows, and property taxes are often in the
top three of the largest expenses that projects will encounter. As mentioned previously and
illustrated on the following map Targa has an incredible level of flexibility in choosing sites for
its facilities, with potential pipeline systems and tie-ins so abundant that logistics are almost not
even considered when evaluating sites. This leaves the economic return as the sole
determinant of the future of the project. With so many other states offering incentives, the
economic return of this fractionator will not be able to compete for capital without tax
incentives.
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Legal Description of Parcels
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