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Board Findings of the Barbers Hill Independent School District

FINDINGS OF THE BARBERS HILL INDEPENDENT
SCIHHOOL DISTRICT BOARD OF TRUSTEES UNDER THE
TEXAS RCONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

LONE STAR NGL ASSET HOLDINGS 11, LLC

STATE OF TEXAS I
COUNTIES OF CHLAMBERS i)

On the 15th day of December, 2011, a public meeting of the Board of Trustees of
the Barbers Hill Independent School District was held. The meeting was duly posted in
accordance with the provisions of the Texas Open Meetings Act, Chapter 551, Texas
Government Code. At the meeting, the Board of Trustees took up and considered the
application of the Lone Star NGIL Asset THoldings 11, LLC (Lone Star NGL) for an
Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas
‘T'ax Code. The Board of Trustees solicited input into its deliberations on the Application
from interested parties within the District.  After hearing presentations from the District’s
administrative staff, and from consultants retained by the District to advise the Board in this
matter, the Board of Trustees of the Barbers Hill Independent School District makes the
following findings with respect to the application of Lone Star NGL, and the economic
impact of that application:

On October 11, 2011, the Superintendent of Schools of the Barbers Hill
Independent School District, acting as agent of the Board of Trustees, and the Texas
Comptroller of Public Accounts received an Application from Lone Star NGL for an
Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas
Tax Code. A copy of the Application is attached as Attachment A.

The Applicant, Lone Star NGL (Texas Taxpayer Id. 32044534082), 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. See Attachment B.

The Board of Trustees has acknowledged reccipt of the Application, along with the
requisite application fee, as established pursuant to Texas Tax Code § 313.025(a)(1) and

Local District Policy.
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Board Findines of the Barbers Hill Independent School District

The Application was delivered to the Texas Comptroller’s Office for review pursuant
to Texas Tax Code § 313.025(d). A copy of the Application was delivered to the Chambers
County Appraisal District for review pursuant to 34 Tex. Admin. Code § 9.1054.

The Application was reviewed by the Texas Comptroller’s Office pursuant to Texas
Tax Code § 313.026 and a favorable recommendation was issued on November 18, 2011, A
copy of the Comptroller’s letter is attached to the findings as Attachment C.

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

The Board of ‘T'rustees also directed that a specific financial analysis be conducted of
the impact of the proposed value limitation on the finances of Barbers Till Independent
School District. A copy of a report prepared by Moak, Cascy & Associates, Inc. is attached
to these findings as Attachment E.

The Board of Trustees has confirmed that the taxable value of property in the
Barbers Hill Independent School District for the preceding tax year, as determined under
Subchapter M, Chapter 403, Government Code, is as stated in Attachment F.

After receipt of the Application, the District entered into negotiations with Lone Star
NGI., over the specific language to be included in the Agreement for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code, including
appropriate revenue protection provisions for the District.  The proposed Agreement is

attached to these findings as Attachment G.
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After review of the Comptroller’s recommendation, and in consideration of its own

cconomic impact study the Board finds:

Board Finding Number 1.

There is a strong relationship between the Applicant's industry and the
types of qualifying jobs to be created by the Applicant and the long-
term economic growth plan of this State as described in the strategic
plan for economic development (ED Plan) submitted by the Texas
Strategic Economic Development Planning Commission under
Section 481.033, Texas Government Code.

In support of Finding 1, the cconomic impact evaluation states:
The Texas Lconomic Development Plan focuses on attracting and  developing
industries using technology. It also identifies opportunities for existing Texas industries.
The plan centers on promoting ¢conomic prosperity throughout Texas and the skilled
workers that the Lone Star NG, project requires appear to be in line with the focus and
themes of the plan, Texas identified energy as one of six target clusters in the Texas
Cluster Tnitiative. The plan stresses the importance of technology in all sectors of the

cnergy industry.

Board Finding Number 2.

The economic condition of Chambers County, Texas, is in need of
long-term improvement.

Based on information provided by the Comptroller’s Office, Chambers County is the 91st
largest in the state in terms of population. Chambers is the state’s 25" fastest-growing county
from 2009 to 2010. The state p()pu]nti(m grew by 1.8 pereent between 2009 and 2010, while

the population of Chambers County increased by 2.5 percent over the same period.

August 2011 employment for Chambers County was up 1.7 percent from August 2010,
above the state’s 0.6 percent increase in total employment during the same period. The
unemployment rate in Chambers County was 10.1 percent in August 2011, more than the

current state average of 8.5 P(_’J.'CL‘I]I'.

December 15, 2011 Page 3ol 11



Board Findines of the Barbers Hill Independent School District

Chambers County docs have a higher per capita personal iIncome than the state as 2 whole.
In terms of per capita income, Chambers County’s $45,257 in 2009 ranked 13th among the

254 countics in Texas, while the Texas average was $38,609 for the same period.

The higher-than-state-average unemployment rate for Chambers County is a long-term
concern for economic development in the arca, especially with a growing population.
Chambers County will benefit from cconomic activity like that associated with the Lone Star
NGL project. Major capital investments like this project are beneficial to the community on
a number of fronts, including direct and indirect employment, expanded opportunities for

existing businesses and increased local tax bases,

Board Finding Number 3.

The average salary level of qualifying jobs is expected to be at least
$56,102 per year. ‘The review of the application by the State
Comptroller’s Office indicated that this amount—based on Texas
Workforce Commission data—complies with the requirement that
qualifying jobs must pay 110 percent of the regional manufacturing
wage. Lone Star NGL indicates that total employment will be
approximately twenty-five (25) new qualifying jobs.

In support of Finding 3, the economic impact evaluation states:
After construction, the project will create 25 new jobs when fully operational. All 25
jobs will meet the criteria for qualifying jobs as specified in Tax Code Section
313.021(3). According to the Texas Workforce Commission (1WC), the regional
manufacturing wage for the Houston-Galveston Area State Planning Region, where
Chambers County is located was $§51,001 in 2010. The annual average manufacturing
wage for 2010 for Chambers County is $75,855. That same year, the county annual
average wage for all industries was $49,530. In addition to a salary of $56,102, each
qualitying position will receive benefits such as medical insurance/pharmacy, vision
insurance, voluntary dependant life insurance, voluntary long-term disability insurance,
employee  assistance  program, dental insurance, basic life/AD&D  insurance,

supplemental disability insurance, flexible spending accounts, extended sick leave policy.
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Board Finding Number 4.

The level of the applicant's average investment per qualifying job over
the term of the Agreement is estimated to be approximately $19.8
million on the basis of the goal of twenty-five (25) new qualifying
positions for the entire Lone Star NGL project.

In support of Finding 4, the economic impact evaluation states:
The project’s total investment is $496.6 million, resulting in a level of investment per

qualifying job of $19.8 million.

Board Finding Number 5.

Subsequent economic effects on the local and regional tax bases will
be significant. In addition, the impact of the added infrastructure will
be significant to the region.

Table 1 depicts Lone Star NGILs estimated economic impact to Texas. Tt depicts the dircet,
indirect and induced cffects to employment and personal income within the state. The
Comptroller’s office caleulated the cconomic impact based on 16 years of annual investiment
and employment levels using software from Regional Economic Models, Ine. (REMI). The

impact includes the construction period and the operating period of the project.

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in
2010. Barbers Hill 1SI>’s ad valorem tax base in 2010 was $3.369 billion. The statewide
average wealth per WADA was estimated at $345,067 for fiscal 2010-2011. During that same

year, Barbers Hill TSD’s estimated wealth per WADA was §718,583.
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Table I: Estimated Statewide Economic Impact of Investment and Emplovment in Lone

Star NGL

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + lnduced Total

2011 0 0 0 S0 S122,100 S122,100
2012 550 791 | 1341 S30,856,100 S43,143,900 S74,000,000
2013 | 530 1990 | 2540 | $30,856,100 S114.143.900 | $145,000,000
2014 25 173 198 $1,402,550 $25,597,450 $27,000,000
2015 25 132 157 S1,402,550 $20,597,450 $22,000,000
2016 25 102 127 $1,402,550 S17,597,450 $19,000,000
2017 25 95 120 S1,402,550 $16,597 450 S18,000,000
2018 25 98 123 S1,402,550 $15,597 450 S17,000,000
2019 25 107 | 132 81,402,550 $15597,450 | $17,000,000
2020 25 10| 135 ] $1,402,550 $15,597,450 | $17,000,000
2021 25 123 148 S1,402,550 $16,597,450 $18,000,000
2022 25 114 139 $1,402,550 S16,597,450 S18,000,000
2023 25 120 | 145| $1,402,550 $17,597.450 | $19,000,000
2024 25 121 | 146 |  $1402,550 $17,597,450 | $19,000,000
2025 25 124 149 S1,402,550 S18,597,450 520,000,000
2026 25 129 | 154 |  $1,402,550 $19.597,450 | $21,000,000

Source: CPA, REMI, Lone Star NGL

Table 2 examines the estimated direct impact on ad valorem taxes to the school district,
Chambers County, and the City of Mont Belvicu, with all property tax incentives sought
being granted using estimated market value from Lone Star NGL’s application. Lone Star
NGI. has applicd for both a value limitation under Chapter 313, Tax Code and tax
abatement with the county and city. Table 3 illustrates the estimated tax impact of the Lone

Star NGL project on the region if all taxes are assessed.
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Table 2 Estimated Direct Ad Valorem Taxes with all properiy tax incentives sought

Barbers Hill
ISD M&O and

Barbers Hill
1ISD M&O and

1&S Tax 1&S Tax
Estimated Estimated Barbers Hill| Barbers Hill|Levies (Before| Levies (After | Chambers City of Mont Estimated

Taxable value | Taxable value ISD I&S | ISD M&O Credit Credit County Tax | Belvien Tax | Total Property

Year for 1&S for M&O Levy Levy Credited) Credited) Levy Levy Taxes

Tax Rate! 0.2698 1.0601 0.4518 0.4613
2012 S100,000 S100,000 $270 S1,060 S1,330 $1,330 5452 S461 52,243
2013 50,100,000 $30,100,000 S135,170 S531L110 S666,280 S606,280 S0 S0 S$666,280
2004 S350, 100,000 $30,000,000 S944,570 S318,030 S1,262,600 S$1,262,600 $395,429 S §1,658,029
2015 S$355,100,000 $30,000,000 S958,060 S318,030 51,276,090 51,245,650 S641,723 S0 S1,887,372
2016 S360,100,000 $30,000,000 $971,550 $318,030 51,289,580 51,259,140 S813,448 S415,308 52,487,890
2017 S365,100,000]  $30,000,000 S985,040 $318,030 $1,303,070 $1,272,630 S1,649,485 $673,719 §3,595,834
2008]  S370,100,000(  $30,000,000 $998,530 $318,030 $1,316,560 S1,286,120 $1,672,075 S853,682 $3,811,876
2019]  $375,100,000 $30,000,000 51,012,020 318,030 51,330,050 $1,299,610 51,694,604 $865,215 53,859,489
20201 S$380,100,000 $30,000,000 S1,025,510 $318,030 $1,343,540 S$1,313,100 $1,717,254 $876,748 $3.907,102
2021 S385,100,000]  $30,000,000 51,039,000 $318,030 $1,357,030 $1,326,590 81,739,843 $1,332,422 §4,398,855
2022]  $390,100,0000  $390,100,000 S1,052,490]  S4,135,450 $5,187,940 $5,187,940 $1,762,433 $1,799,629 $8,750,002
2023 $395,100,000]  S395,100,000 S1,065,980[ S4,188,455 $5,254,435 $5,254,435 §1,785,022 S1,822,695 $8,862,152
2024 S400,100,000]  S400,100,000 S$1,079,470] 84,241,460 $5,320,930 §5,320,930 S1L,R07,612 S1,845,761 58,974,303
20250 $405,100,000]  S405,100,000 $1,092,960] $4,294,465 $5,387,425 S$1,830,201 S1,868,828 59,086,454
20261 $410,100,000]  S410,100,000 S1,106,450 S4,347,470 $5,453,920 $1,852,791 S1,891,894 59,198,605
Total $37,537,698|  $19,362,432]  S14,246,362 571,146,491
Assumes School Value Limitation and ‘Tax Abatements from City of Mont Belvicu and Chambers County
Source; CPA, Lone Star NGL
ITax Rate per $100 Valuation
[Table 3 Estimated Direet Ad Valorem Taxes without property tax Incentives
Barbers 11ill
Estimated Estimated Barbers Hill| Barbers Hill ISD M&O and| Chambers | City of Mont Estimated

Taxable value | ‘Taxable value ISD I&S | ISD M&O I&S Tax County Tax | BelvieuTax | Total Property

Year for 1&S for M&O Levy Levy Levies Levy Levy Taxes

Tax Rate' 0.2698 1.0601 0.4518 0.4613

2012 S100,000 S100,000 S270 51,060 51,330 8452 S461 82,243
2003 S50,100,000]  $50,100,000 $135,170 $531,110 S666,280 §226,347 S231,124 $1,123,751
2014]  $350,100,000]  $350,100,000 S$944,5701 $3,711,410 54,655,980 $1,581,717 $1,615,099 $7,852,796
2015 S355,100,000)  $355,100,000 958,060 53,764,415 $4,722475 51,604,306 51,638,165 $7,964,946
2016 S360,100,000]  $360,100,000 8071,550] $3,817,420 $4,788,970 $1,626,896 51,601,231 $8,077,097
2017 $365,100,000]  $365,100,000 S985,040[ $3,870,425 54,855,465 51,649,485 S1,684,298 S8,189,248
2018 $370,100,000]  $370,100,000 $998,530] $3,923,430 §4,921,960 51,672,075 $1,707,364 $8,301,399
2019 $375,100,000]  $375,100,000 51,012,020 $3,976,435 54,988,455 $1,694,6064 51,730,430 $8,413,549
2020 S380,100,000]  $380,100,000 $1,025,510]  $4,029,440 $5,054,950 $1,717,254 §1,753,496 $8,525,700
2021 S385,100,000]  S385,100,000 $1,039,000] $4,082,445 $5,121,445 51,739,843 $1,776,563 $8,637,851
2022|  $390,100,000[  $390,100,000 $1,052,490[ S4,135,450 $5,187,940 $1,762,433 $1,799,629 $8,750,002
2023 $395,100,000f  $395,100,000 S1,065,980] S4,188,455 $5,254,435 $1,785,022 $1,822,695 $8,862,152
2024 $400,100,000]  S400,100,000 $1,079,470] 4,241,460 $5,320,930 $1,807,612 S1,845,761 $8,974,303
2025 $405,100,000]  S405,100,000 $1,092,960] 54,294,465 §5,387,425 $1,830,201 51,868,828 59,086,454
2026 S410,100,000)  S410,100,000 S1,106,450[  $4,347,470 $5,453,920 51,852,791 51,891,894 $9,198,605
Total $66,381,959| $22,55L,098]  $23,027,037)  S111,960,094

Source: CPA, Lone Star NGL
"I'ax Rate per $100 Valuation
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Board Finding Number 6.
g

The revenue gains that will be realized by the school district if the
Application is approved will be significant in the long-term, with
special reference to revenues used for supporting school district debt.

The Lone Star NGI. project remains fully taxable for debt services raxes, with BHISD
currently levying a $0.270 1&S rate. The value of the Lone Star NGL project is expected to
depreciate over the life of the agreement and beyond, but full access to the additional value
will add to the District’s projected wealth per ADA that is currently well above what is
pr()\'id(-d for through the state’s facilities program. At its peak taxable value, the project adds
nearly 15 percent to BHISD's current tax base, which should assist the District in meeting its

debt service obligations.

Board Finding Number 7.

The effect of the applicant’s proposal, if approved, on the number ot
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with current trends suggest little
underlying enrollment growth based on the impact of the Lone Star
NGL project.

The summary of financial impact prepared by Moak, Casey & Associates, Inc., indicates that
there will be little to no impact on school facilities created by the addition of a
manufacturing project. This finding is confirmed by the TEA evaluation of this project’s
impact on the number and sizc of school facilies in Barbers Tl 1SD as stated in

Attachment D.

Board Finding Number 8.

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

In support of Finding 8, the economic impact evaluation states:
According to Lone Star NGL’s application, “Energy Transfer Partners considered multiple
locations for its new fractionation facility from its extensive natural gas pipeline network

throughout the Southwestern U.S, That network spans Texas, New Mexico, Arizona, and
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Board Findings of the Barbers 11ill Independent School District

louisiana, each of which is a possible location for the project under development.
Ultimately, the City ol Mont Belvieu, Chambers County, TN was chosen as the location for
the new facility due to the cconomic incentives that the State of Texas offers as part of the

Economic Development Act.”

Board Finding Number 9.

Duting the past two years, cight projects in the Houston-Galveston
Area State Planning Region applied for value limitation agreements
under Tax Code, Chapter 313.

Board Finding Number 10.

The Board of Trustees hired consultants to review and verify the
information in the Application from Lone Star NGL. Based upon the
consultants’ review, the Board has determined that the information
provided by the Applicant is true and correct.

Board Finding Number 11,

The Board of Trustees has determined that the Tax Limitation
Amount requested by Applicant is currently Thirty Million Dollars,
which is consistent with the minimum values currently set out by Tax

Code, §§ 313.054(a).

According to the Texas Comptroller of Public Accounts’ School and Appraisal Districts'
Property Value Study 2010 Iinal Findings made under Subchapter M, Chapter 403,
Government Code for the preceding tax year, Attachment I, the total 2010 industrial value
for Barbers Hill 1SD is $2.03 billion. Barbers Iill ISD is categorized as Subchapter C,
which applies only to a school district that has territory in a strategic investment area, as
defined under Subchapter O, Chapter 171, Tax Code or located in a county: (1) that has a
p(}pulﬁtion of less than 50,000 and (2) in which, from 1990 to 2000, according to the federal
decennial census, the population: (A) remained the same; (B) decreased; or (C) increased, but
at a rate of not more than three percent per annum. Barbers Till ISD qualifies as a “rural”
school district based on its population characteristics. Given that the value of industrial
property in Barbers [ill ISD exceeds $200 million, it is classified as a Category [ district

which can offer a minimum value limitation of $30 million.
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Board Finding Number 12,

The Applicant (Taxpayer Id. 32044534082) is cligible for the limitation
on appraised value of qualified property as specified in the Agreement
based on its “good standing” certification as a franchise-tax paying

entity.

Board Finding Number 13.

The Agreement for an Appraised Value Limitation on Qualified
Property, pursuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, includes adequate and appropriate revenue
protection provisions for the District.

In support of this finding, the report of Moak, Casey & Associates, Inc. shows that the
District will incur a revenue loss in the first and subsequent years the value limitation is in
effect without the pm])osed Agreement. However, with this Agreement, the negative
consequences of granting the value limitation are offset through the revenue protection
provisions agreed to by the Applicant and the District. Revenue protection measures are in

place for the duration of the Agreement.

Board Finding Number 14.

Considering the purpose and effect of the law and the terms of the
Agreement, that it is in the best interest of the District and the State to
enter into the attached Agreement for Limitation on Appraised Value
of Property for School District Maintenance and Operations Taxes.

It is thercfore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authorized to be executed and delivered by and on behalt of the Barbers
[1ill Independent School District, It is further ORDERED that these findings and the
Attachments referred to hercin be attached to the Official Minutes of this meeting, and
maintained in the permanent records of the Board of Trustees of the Barbers Till

Independent School District.
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Dated the 15th day of December 2011
BAARBEIERS HILL INDEPENDENT SCHOOL DISTRICT

Lo ber

7

Carmena Goss, President Board of Trustees

ATTEST:

By: 4—7 A%,

: 7 Trodlee
Benny May, Secretary Board of Trusfees
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MOAK, CASEY

A¥ & ASSOCIATES

SCHOOL FINAN(‘.I & ACCOUNTABILITY EXPERTS

LYNN M. MOAK, PARTNER DANIEL T. CASEY, PARTNER

December 2, 2011

President and Members

Board of Trustees

Barbers Hill Independent School District
P. O. Box 1108

Mont Belvieu, Texas 77580

Re: Recommendations and Findings of the firm Concerning Application of Lone Star NGL Sfor
Limitation on Appraised Value of Property for School District Maintenance and Operations
Tuxes

Dear President Goss and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research on behalf of
the Barbers Hill Independent School District, with respect to the pending Application of Lone Star NGL for
Limitation on Appraised Value of Property for School District Maintenance and Operations Taxes. Since our
engagement on behalf of the District, we have been actively engaged in reviewing the pending Application and
verifying its contents. Based upon our review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter 313 of the
Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.

4, All applicable school finance implications arising from the contemplated Agreement have been
explored.

5. The proposed Agreement contains adequate revenue protection provisions to protect the interests of
the District.

As a result of the foregoing it is our recommendation that the Board of Trustees approve the
Application of Lone Star NGL for Limitation on Appraised Value of Property for School District Maintenance

and Operations Taxes.

Sincerely,
N4 e
Daniel T. Casey

www.moakcasey.com
Phone 512-485-7878 400 W. 15" Street* Suite 1410x Austin, TX 78701-1648 Fax 512-485-7888




O'Hanton, McCorrom & DEMERATH

808B WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE: (512) 494-9949
FACSIMILE: (512) 494-9919

Kevin O'HanLON
CerTIFIED, CviL APPELLATE
CermiFiEp, Cwvit TRIAL

LesLiE McColLom

CERTIFIED, Civil APPELLATE
CERTIFIED, LABOR AND EMPLOYMENT

TexAs BOARD OF LEGAL SPECIALIZATION

JusTin DEMERATH

November 30, 2011

President and Members

Board of Trustees

Barbers Hill Independent School District
P. 0. Box 1108

Mont Belvieu, Texas 77580

Re:  Recommendations and Findings of the Firm Concerning Application of Lone Star
NGL for Limitation on Appraised Value of Property for School District

Maintenance and Operations Taxes
Dear President Goss and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research
on behalf of the Barbers Hill Independent School District, with respect to the pending Application
of Lone Star NGL for Limitation on Appraised Value of Property for School District Maintenance
and Operations Taxes. Since our engagement on behalf of the District, we have been actively
engaged in reviewing the pending Application and verifying its contents. We have also negotiated
an Agreement between the District and Lone Star NGL Based upon our review we have drawn

the following conclusions:

[ All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter
313 of the Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.



Letter to Barbers Hill ISD
November 30, 2011
Page 2 of 2
4. All applicable school finance implications arising from the contemplated Agreement have

been explored.

5. The proposed Agreement contains adequate legal provisions so as (o protect the interests

of the District.
As a result of the foregoing conclusions it is our recommendation that the Board of

Trustees approve the Application of Lone Star NGL for Limitation on Appraised Value of
Property for School District Maintenance and Operations Taxes.

Sincerely,

Kevin O'Hanlon
For the Firm



Attachment A

Application
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