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FINDINGS OF THE PECOS-BARSTOW-TOYAI
INDEPENDENT SCHOOIL DISTRICT BOARD OF
TRUSTERES UNDER THIE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

SOUTHERN UNION GAS SERVICES, LTD

STATE O TEX AS f
COUNTY OF REETLS )

On the 15th day of December, 2011, a public meeting of the Board of Trustees of
the Pecos-Barstow-Toyah 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 Southern Union Gas Services, LTD (Southern Union Gas) for an
Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas
Tax Code. The Board of Trustees solicited input into its deliberations on the Application
from interested parties within the District. ~ After hearing presentations from the District’s
administrative statf, and from consultants retained by the District to advise the Board in this
matter, the Board of Trustees of the Pecos-Barstow-Toyah Independent School District
makes the tollowing findings with respect to the application of Southern Union Gas, and the
cconomic impact of that application:

On August 18, 2011, the Superintendent of Schools of the Pecos-Barstow-Toyah
Independent School District, acting as agent of the Board of Trustees, and the Texas
Comptroller of Public Accounts received an Application from Southern Union Gas 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, Southern Union Gas (Texas Taxpayer Id. 175246808306), 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,
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Board Findings of the Pecos-Barstow-Tovah Independent School District

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

The Application was delivered to the Texas Comptroller’s Office for review pursuant
to ‘Texas Tax Code § 313.025(d). A copy of the Application was delivered to the Reeves
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 T'exas
Tax Code § 313.026, and a favorable recommendation was issued on November 8, 2011. A
copy of the Compuroller’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 economic
impact evaluation is attached to these findings as Attachment D.

The Board of Trustees also directed that a specific financial analysis be conducted of
the impact of the proposed value limitation on the finances of the Pecos-Barstow-Toyah
Independent School District. A copy of a report prepared by Moak, Casey & Associates,
Inc. is attached to these findings as Attachment E.

The Board of T'rustees has confirmed that the taxable value of property in the Pecos-
Barstow-Toyah 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 Southern
Union Gas, 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

economic 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, T'exas Government Code.

In support of Iinding 1, the economic impact evaluation states:
The Texas Economic Development Plan focuses on attracting and developing
industries using technology. It also identifies opportunities for existing T'exas industries.
‘The plan centers on promoting cconomic prosperity throughout Texas and the skilled
workers that the Southern Union Gas 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 Cluster Initiative. The plan stresses the importance of technology

in all sectors of the manufacturing industry.

Board Finding Number 2.

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

Based on information provided by the Comptroller’s Office, Reeves County is the 159"

largest in the state in terms of population. Population growth in Reeves County is positive
and was the state’s 144™ fastest growing county from 2009 to 2010. The state population
grew by 1.8 percent between 2009 and 2010, while the population of Reeves County

increased by 0.5 percent over the same period.

September 2011 employment for Reeves County was up L4 percent from September 2010,
above the state’s 0.9 percent increase in total employment during the same period.  The
unemployment rate in Reeves County was 10.7 percent in September 2011, significantly
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higher than the current state average of 8.5 percent. 1t is noteworthy that the Reeves County
unemployment rate increased from 10.2° percent a year ago (o the 10.7 percent level in

September 2011.

Reeves County continues to have a substantially lower per capita personal income than the
state as a whole. In terms of per capita income, Reeves County’s $26,779 in 2009 ranked
225" among the 254 countics in Texas, while the Texas average was $38,609 for the same

petiod.

The local economy in Reeves County is susceptible to adverse changes because of its
relatively small population base. Reeves County will benefit from economic activity like that
associated with the Southern Union Gas project. Major capital investments like this project
ate 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
$45,531 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 average
manufacturing wage.  Southern Union Gas indicates that total
employment will be approximately ten (10) new jobs, all of which will

be qualifying jobs.

In support of Finding 3, the economic impact evaluation states:
After construction, the project will create ten new jobs when fully operational. All ten
jobs will meet the critetia 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 Permian Basin Regional Planning Commission Region,
where Reeves County is located was $41,392 in 2010. The annual average
manufacturing wage for 2010 for Reeves County is $19,643. That same year, the county
annual average wage for all industries was $31,928. In addition to a salary of S45,531,
each qualifying position will receive benefits such as medical and dental insurance, life

insurance, AD&D and long-term disability insurance, 401K savings plan, vacation and
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holiday pay. Southern Union Gas Services, 1 TD also offers an enhancement to the
Savings Plan to allow eligible employees to receive an additional, non-discretionary

employer contribution referred to as a retivement power contribution.

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 $13 million
on the basis of the goal of ten (10) new qualifying positions for the
entire Southern Union Gas project.

In support of Finding 4, the economic impact cvaluation states:
The project’s total investment is $130 million, resulting in a relative level of investment

per qualifying job of $13 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 Southern Union Gas’ estimated economic impact to Texas. Tt depicts the
dircct, indirect and induced effects to employment and petsonal income within the state. The
Comptroller’s office calculated the economic impact based on 15 years of annual investment
and employment levels using software from Regional Economic Models, Inc. (REMI). The

impact includes the construction petiod and the operating period of the project.
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Table 1: Estimated Statewide Economic Impact of Investment and Employment in Southern
Union Gas

Employment Personal Income
Indirect +
Year | Direct Induced Total Direct Indirect + Induced Total
2012 | 200 163 | 363 | $7,200,000 $9.800,000 | $17,000,000
2013|210 194 | 404 | $7,655,310 S14,344,690 | $22,000,000
2014 10 48| 58 §455,310 $5,544,690 | $6,000,000
2015 10 45| 55|  $455310 85,544,690 | 56,000,000
2016 10 43| 53 $455,310 $5,544,690 | $6,000,000
2017 10 46 56 S455,310 $5,544,690 S6,000,000
2018 10 450 55| $455310 $5,544,690 | $6,000,000
| 2019 10 48 58 S455,310 $5,544,690 $6,000,000
2020 10 50 60 $455,310 55,544,690 S6,000,000
2021 10 50| 60| 8455310 $5,544,690 | 56,000,000
2022 10 47 57 S455,310 $6,544,690 $7,000,000
2023 10 53 63 S455,310 $6,544,690 $7,000,000
2024 10 48| 58| $455310 $6,544,690 | $7,000,000
2025 10 50| 60| $455310 $§7,544,690 | $8,000,000
2026 10 530 63| $455310 §7.544,690 | 8,000,000

Source: CPA, REMI, Southern Union Gas

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in
2010. Pecos-Barstow-Toyah ISD’s ad valorem tax base in 2010 was $982.2 million. The
statewide average wealth per WADA was estimated at 534 5,067 for fiscal 2010-11. During

that same year, Pecos-Barstow-Toyah ISD’s estimated wealth per WADA was $337,335.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district,
Reeves County, and Reeves County Hospital District, with all property tax incentives sought
being granted using estimated market value from Southern Union Gas” application. Southern
Union Gas 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 Southern Union Gas project on the region if all taxes are assessed.
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Fable 2 Estimated Divect Ad Valorem Taxes with all property tax incentives sought

Pecos-Barstow

Pecos-Bars tow

Toyah ISD Toyah ISD Reeves
Pecos- Pecos-  IM&O and 1&S|IM&O and 1&S County
Estimated Estimated Barstow- Barstow- Tax Levies Tax Levies Reeves Hospital Estimated
Taxable value | Taxable value Toyal ISD | Toyah ISD | (Before Credit| (After Credit [ County Tax | District Tax | Total Property
Year for 1&S for M&O 1&S Levy [ M&O Levy Credited) Credited) Levy Levy Taxes
Tax Rate' 0.2270 L0400 0.3962 0.5845
2012 $28,400 $28,400 S64 §295 $360 S360 S113 S166 S638
2013 S104,028400]  S104,028,400 $230,144| S1,081,895 S1,318,040 $1,318,040 $206,070 $304,018 S1,828,127
2014 $126,908,400 S10,000,000 $288,082 $104,000 $392,082 §392,082 $251,393 $370,883 $1,014,358
2015) $123,102,000 S10,000,000 $279,442 $104,000 S383,442 $243,742 $243,853 $359,759 $847,354
2016 $119,409,792]  S10,000,000 $271,060 S104,000 $375,060 $235,361 $236,539 $348,909 $820,869
2017 S115,828,350  S10,000,000 $262,930 S104,000 $366,930 §227,231 §229,444 $338,503 $795,178
2018] S$112,354,352]  S10,000,000 $255,044 S104,000 $359,044 §219,345 $222,563 $328,350 $770,258
2019 S108,984,573]  $10,000,000 $247,395 S104,000 $351,395 $211,696 $215,888 S318,502 8746,085
20200 S105,715,888]  $10,000,000 $239,975 S104,000 $343,975 $204,276 $209,413 $308,949 §722,638
2021 $102,545,263]  $10,000,000 $232,778 S104,000 $336,778 $197,078 $203,132 $299,683 $699,894
2022 $99,469,757] 899,469,757 §225,796| $1,034,485 51,260,282 $1,260,282 $197,040 $290,695 $1,748,017
2023 $96,486,517)  $96,486,517 $219,024] 51,003,460 $1,222 484 §1,222 484 $382,260 $563,954 $2,168,698
2024|  $93,592,773| 593,592,773 5212456 $973,365 $1,185,820 S1,185,820 $370,796 $547,040 $2,103,657
2025 $90,785,842|  $90,785,842 5206,084 $944,173 $1,150,257 $1,150,257 $359,675 $530,634 $2,040,566
2026|  S88,063,119]  S88,063,119 $199,903 $915,856 S1,115,760 $1,115,760 $348,888 $514,720 $1,979,368
Total 59,183,813 53,677,066 §5,424,827)  S18,285,706
Assumes School Vale Limitation and Tax Abatements from Reeves County and Reeves County Hospital Distriet,
Source: CPPA, Southern Union Gas
Tax Rate per $100 Valuation
Table 3 Estimated Divect Ad Valorem Taxes without property tax incentives
Reeves
Pecos- Pecos- Pecos-Barstow County
Estimated Estimated Barstow- Barstow- Toyah ISD Reeves Hospital Estimated
Taxable value | Taxable value Toyah ISD | Toyah ISD M&O and 1&S| County Tax | Distriet Tax | Total Property
Year for I&S for M&QO I&S Levy [M&O Levy Tax Levies Levy Levy Taxes
Tax Rate' 0.2270 1.0400 0.3962 0.5845
2012 $28,400 $28,400 S64 $295 5360 S113 $166 5638
2013 S104,028,400]  $104,028,400 $236,144| S1,081,895 $1,318,040 $412,140 $608,036 52,338,213
2014 S126,908,400]  $126,908,400 $288,082| S1,319,847 $1,607,929 $502,786 $741,767 $2,852,482
2015] $123,102,000] $123,102,000 $279,442| §1,280,261 81,559,702 $487,706 $719,519 $2,766,927
2016 S$119,409,792| $119,409,792 §271,060| $1,241,862 $1,512,922 $473,078 $697,938 $2,683,938
2017 S$115,828,350| SI115,828,350 $262,930| $1,204,615 $1,467,545 $458,889 $677,005 52,603,439
2018] $112,354,352| 112,354,352 $255,044| S1,168,485 $1,423,530 $445,125 $656,700 $2,525,355
2019] S108,984,573| S108,984,573 $247,395| S1,133.440 $1,380,835 $431,775 $637,004 52,449,614
2020 S105,715,888] S105,715,888 $239,975| S1,099,445 $1,339,420 5418,825 $617,899 52,376,144
2021 $102,545,263]  $102,545,263 $232,778| 81,060,471 $1,299,248 $406,264 $599,367 $2,304,879
2022 $99.469,757] 599,469,757 $225,796] $1,034,485 $1,260,282 $394,079 $581,391 $2,235,752
2023 $96,486,517] 596,486,517 $219,024| $1,003,460 $1,222,484 $382,260 $563,954 52,168,698
2024 $93,592,773] 893,592,773 $212,456 $973,365 $1,185,820 $370,796 $547,040 $2,103,657
2025 $90,785,842]  5$90,785,842 $206,084 SO44,173 $1,150,257 $359,675 $530,634 $2,040,566
2026  $88,063,119]  S88,063,119 $199,903 $915,856 S1,115,760 $348,888 $514,720 $1,979,368
Total S18,844,134 $5,892,399 $8,693,140]  $33,429,673

December 15, 2011

Source: CPA, Southern Union Gas
ITax Rate per $100 Valuation
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Board Finding Number 6.

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.

In support of this finding, the analysis prepared by Moak, Casey & Associates projects that
the project would initially add $126.9 million to the tax base for debt service purposes at the
peak investment level for the 2014-15 school year. The Southern Union Gas project
remains fully taxable for debt services taxes, with Pecos-Barstow-Toyah 15D currently
levying a S0.227 per S100 1&S rate. ‘The value of the Southern Union Gas project is expected
to depreciate over the life of the agreement and beyond, but full access to the additional
value will add to the Distric’s tax base. Given that Pecos-Barstov rToyah 1SD’s wealth per
student exceeds the average provided for under the state facilities programs, the additional

tax base should provide some relief to local taxpayers.

Board Finding Number 7.

The effect of the applicant’s proposal, if approved, on the number or
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with current trends suggest little
underlying enrollment growth based on the impact of the Southern
Union Gas 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 new manufacturing project.
This finding is confirmed by the TEA evaluation of this project’s impact on the number and

size of school facilities in Pecos-Barstow-Toyah ISD 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 tesult of the
highly competitive marketplace for economic development.

In support of Finding 8, the cconomic impact cvaluation states:

According to Southern Union Gas’ application, “Southern Union Gas Services, I.TD is a

leadine natural eas eathering and processing company whose primary activities include
4 gas g g i > y
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gathering, treating, processing and transporting natural gas and natural gas liquids to a varicty
of markets, including power generating companies, utilities, cnergy marketers and industrial
users within the Southwestern United States. The company operates approximately 4,600
miles of pipelines, with five eryogenic plants and six natural gas treating plants within Texas
and New Mexico. The company is currendy in negotiations with both the state of New
Mexico and Eddy County as a perspective site for the gas processing facility, along with this

location in Reeves County.”

Board Finding Number 9.

Duting the past two years, two projects in the Permian Basin Regional
Planning Commission 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 Southern Union Gas. 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 Boatd of Trustees has determined that the Tax Limitation
Amount requested by Applicant is currently Ten 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'
Propetty Value Study 2010 Final Findings made under Subchapter M, Chapter 403,
Government Code for the preceding tax year, Attachment F, the total 2010 industrial value
for Pecos-Barstow-Toyah ISD is $44.76 million. Pecos-Barstow-Toyah ISD s 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 in a county: (1)
that has a population 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. Pecos-Barstow-Toyah
1SD is classified as a “rural” district due to its population characteristics. Given that the
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value of industrial property in Pecos Barstow-1Tovah 1SD is more than ST million but less
than $90 million, it is classitied as a Category 111 district which can offer a minimum value

limitation of S10 million.

Board Finding Number 12.

The Applicant (Taxpayer Id. 17524680836) is eligible for the limitation
on appraised value of qualified property as specified in the Agreement
based on its “good standing” certification as a franchise-tax paying
entity.

Board Finding Number 13.

The Agreement for an Appraised Value Limitation on Qualified
Property, putsuant 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 year that the value limitation is in effect without
the proposed 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.

Tt is therefore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authorized to be exccuted and delivered by and on behalf of the Pecos-
Barstow-"Toyah Independent School District. It is further ORDERED that 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 Pecos-Barstow-

Toyah Independent School District.
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Dated the 15¢th day of December 201 1.

PECOS-BARSTOW-TOY A INDEPENDENT SCHOOL DI STRICT

Q 6{/ T
By: ‘, (v

Bill Oglub\ Plf‘\ldﬁ'llt B( 1 of Trustees

By: //me-ﬂk ﬁ vothon

Randy (_xmh'lm \é{ 644(13 Bmld of Trustees
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MOAK, CASEY
‘(\/\x\ OCIATES

SCHOOLE FINAN ACCOUNTABILITY EXPERTS

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

November 22, 2011

President and Members

Board of Trustees

Pecos-Barstow-Toyah Independent School District
1302 South Park St.

Pecos, Texas 79772

Re: Recommendations and Findings of the firm Concerning Application of Southern Union Gas
Services, LTD. for Limitation on Appraised Value of Property for School District Maintenance
and Operations Taxes

Dear President Oglesby 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 Pecos-Barstow-Toyah Independent School District, with respect to the pending Application of Southern
Union Gas Services, LTD. 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:

I 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 Southern Union Gas Services, LTD. for Limitation on Appraised Value of Property for School
District Maintenance and Operations Taxes.

Sincerely,

O IF (.
g)/%((’/

Daniel T, Casey

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




O'Hanton, McCorrom & DEMERATH

ATTORNEYSE AND COUNSEL ORS AT LAW

208 WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE! (512) 494-9949
FACSIMILE! (B12) 494-9918

Kevin O'HaANLON
Crrenirie o, CviL APPELLan
Cernnicn, Cwvit THAL

LesLie McColLLoMm
Crrmiricn, Givie APPELLATY
CERTINED, LABOR AND Enp Ovacnd

Texss BoARD ©f LeGaL SPECIALIZATION

Justin DEMERATH

November 30, 2011

President and Members
Board of Trustees
Pecos-Barstow-Toyah Independent School District

P.O. Box 869
Pecos, Texas 79772

Re:  Recommendations and Findings of the Firm Concerning Application of Southern
Union Gas Services, LTD for Limitation on Appraised Value of Property for

School District Maintenance and Operations Taxes
Dear President Oglesby 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 Pecos-Barstow-Toyah Independent School District, with respect to the pending
Application of Southern Union Gas Services, LTD for Limitation on Appraised Value of Property
for School District Maintenance and Operations Taxes. Since our engagement on behall 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 Southern Union Gas
Services, LTD. 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 o Pecos-Barstow-Toyah ISD
November 30, 2011
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4. All applicable school finance implications arising from the contemplated Agreement have

been explored.

5. The proposed Agreement contains adequate legal provisions so as to 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 Southern Union Gas Services, LTD for Limitation on
Appraised Value of Property for School District Maintenance and Operations Taxes.

Sincerely,

2

Kevin O’Hanlon
For the Firm
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Application for Ap yraised Value Limitation on ( nialified Property Form 50-296

Pl Pl < perty
(1ax Code, Chapter 313, Subchapter B or €) (Revised May 2010)

S TRUCTIONS: This application must be completed and filed with the schaol dishict, In erder for an application lo be processed, e gaverning butly (schaol hoad)
mus! eleet o consider an application, bul — by Gomplioller wle — the school board may elect to consider e application only after the school distiict has eceived
a completed application. Texas lax Gode, Seation 313.026 requites that any comploted application and any supplemental materials received by the school distiicl
must be foresarded vilhin seven days lo the Gomplieller of Public Avcotnls.

If the school board elects to consider the application, the school disliicl musl:
+ nolily the Gomptroller that the sehool board has elecled Lo conslder the application.
This nolice must include:
_ the date on which the school dishict ieceived the applicalion;
e dale the sehool dishict detormined thal the applisation vias complele;
_ the date the school board decided to consider the applieation; and
~ atequest that the complioller prepate an economic impacl analysis of the application;
« provide a copy of the nolice to the appraisal district;
+ musl complete the seclions of the applicalion reserved (o1 [he school dishict
Administrative Code (TAC) Seclion 9. 1054; and
+ forward e original compleled applicalion lo he Complioller in
tionic copy on CD. Sea 31 TAG Chapler 9, Subchapler F.

Ihe governing body may, at its discielion, allovs Ihe applicant lo suppl
Chapler 9, Subchapter .

When the Complialler receives the nolice and 1
Web sile. The Complroller is authorized lo lreal some applic

and provide information 1equited in the Complioller wles located al 34 Texas

a lhree-1ing binder wilh labs separaling each seation of the documents, in addition lo an elec:
ement or amend the application after e liling date, subject to [he tesliiclions in 34 TAC

equired information from the school distiicl, (he Comptioller will publish all submitted application materials on its
alion information as confidential and withhold it from publication on the Inlernel. To do so, hovzever, lhe

information must be segregated and comply with the alher requitements sel oul in the Complioller nuiles as explained in the Confidentiality Holice belovs.

[ho Gomptroller vall independently determine whelher Ihe application has bean compleled according Lo the Complraller's rules (34 TAC Chapler 9, Subchapler F). 1]
the Complraller finds the application is nol complate, the Gomplroller vill equest additional materials [rom he school district, When the Gomptroller detarmines thal
the application is complete, il will send the school distiicl a nolice indicating so. The Gomplroller vill deteimine the eligibility of the project, make a recommendalion
1o lhe school board regarding the application and prepata an cconomic impact evaluation by the 901h day alter the Complioller receivas a complele application—as
determined by the Complroller.

Ihe school board nust approve o1 disappro
mined to be complele), unless an extension is granted, The Complioller

ve he application before the 15 1st day after the application review slail date (the date the application s finally deler-
and school districl are authorized lo request additional information from the applicant that is

reasonably necessaty to complete the recommendalion, economic impact evaluation or consider the application al any lime during the application reviews period.

Please visil the Comptroller’s Web site lo find oul more about the program al I|'ll|1:.’Iw\'.'\'.'.\'Jindm'f.slale.Lx.lis!{axinfolpmplaxmb1200ﬂmlnx.hlml. There are links on
Ihis Web page Lo the Chapler 313 slatute, wiles and forms. Information about minimum limitation values for particular districls and wage standaids may also be

found at that sile.

SCHOOL DISTRICT INFORMAT.

[ON = CERTIFICATION OF ARPLICATION

Dato appleaton received by district

AUGUST 18, 2011

Authorized School Distiict Reprosentalive

fust Hama Last Hama

CLARKE BOYD
gloJl’IZRIN'I'IiENDEN'I‘

;;!I?(I)[);(sl)gm;\l‘{S'I'()W—-TOY/\I-I 15D

:I;E{l)gngz)ll"flfl PARK ST

Maring AMiess

Cily St Ap
PECOS > 197772
Piiera Humbar
4324471201 A32-447-2690
Eoma | Address

BOYDC@PBTISD.ESC18.NET

Fa Humbar

Mobto Humbog (optonal)

Mves [lno

| authorizo the consullant to provide and oblain information related to this applicalion.. . ..o

Wves LlNo

Wll consultant e PHMATY CONKAGTY « .+ . v ereeererrerrteere st

o mote information, visit our Web sito: \'J\'.'\'.'.\'Jin:hrw.slnln.h:.milnxlulnfpm|)l|m'F|hImwfndnxllllnl (500290 0 Rew. 05-100 /)



Application for Appraised Value Limitation on € ualilied Property
Pl Y

§CHo0LDIBTA JRRR T CATION OF APFURATION comvuro, e

Authorized Sehool Distiiet Consultant (IF Applicable)

Last famn

KEVIN ~ O'HANLON

Fust Hame

In'e

ATTORNLEY

Finmn Hame

O'HANLON, MCCOLLOM & DEMERATH, PG
Stiecl Address

808 WEST AVENUL

Maving Adoss

Stala

oy LISTIN X " 78701
Fhions Number 51 24949949 Fax Humbzr 51 2_’494991 9
M KOHANLON@8O8WEST.COM

I am the aulhotized 1epresentalive for the school district lo which this applicalion is being submilled. 1 undastand thal this application is a govern-
ment record as defined in Chapter 37 of the Texas Penal Code.

Signature (Authorized oo Dis.\cﬁﬂop.'esnn.‘ati.'al / Date %
/ y - // /’ '/22 v / //
Has lhe distict (m/k fined this appCalion COMPIBIET. . .. ..+ . s v esvees e e sttt MYes [lNo
Il yos, dale detgfmined complele. 8/19/2011 _
Have you completed the school linance documents required by TAC 9.1064(€)(B)7 ... .oov v A Yos No
Will submit
SGHOOL DISTRICT CHECKLIST AND HEQUESTED ATTACHMENTS
Check
b4 ),
Checklisl Pago X of 16 Gomplotad
1| Date application received by the ISO 1of 16 \/
2 | Carlification page signed and dated by authorized school disticl representative 2 of 16 ‘/
3 | Date applicalion deamed complete by 1ISD 20l 16 ,/
1 | Carlification pages signed and daled by applicant or authorized business representalive of applicant 4of 16 ‘/
5 | Completed company checklist 12 of 16 ‘/
gchool linance documents desctibed in TAC 9. 1054(c)(8) (Duo within 20 days of dishicl providing nolice
6 st 20l 16
of completed applicalion) will
submit

Page 2 (50246 + Rew, 05-10/7) ot more information, visit onr Web site: wwwindow.state. be.us/laxinfo/proplax/b1200/index. him!



Application for Appraised Value Limitation on Qualilied Propeity

ot T . ™

APPLICANT INFORMATION - GERTIFICA
Authotized Business Hepresentative (Applicant)

Fust Hato

STEPHEN

Ti'a

VICE PRESIDENT, TAXES
Owanizatan

SOUTHERN UNION COMPANY
Stiect Addiess

5444 WESTHEIMER
Maviea fldess

P.0. BOX 4967

Gty

HOUSTON

Pirona Hupbar

713-989-7134

Leb ' Humber (eptianal)

HOUSTON, TX 77056

Will a company official other than the authorized business representalive ba tesponsible lor responding
to future iInformalion requesls? oo

If yos, please fill oul conlact information for that person.

Fist Hame

KERRY

Twlo

PROPERTY TAX SUPERVISOR
Oiganization

SOUTHERN UNION COMPANY
Street Addiass

5444 WESTHEIMER
Ml ng Mdess

P.0. BOX 4967

Gity

HOUSTON

Fhena Hunbot
713-989-2711

Nab'o Humber (aptional)

HOUSTON, TX 77056

Last Hame

! MCGREGOR

Stalo I 2P

TX | 77210-4967
Fax Hurber

713-989-1152

Business e-mal AdJess

STEPHEN.MCGREGOR@SUG.COM

(A Yes

Lasl Hamo

ALBRIGHT

St 2P

> 77210-4967
Fax Humbzr

713-989-11562

E-mal faddress

KERRY.ALBRIGHT@SUG.COM
N/A (] Yes

| autharize the eonsullant to provide and obtain information related lo this applicalion.. . ... 0 oo

Will consullant be primary contacl? ..o e

1or mote information, visit o Web sile:

\'n'ﬂ.‘l.\'dhufm'}.slnln_lx.u.‘-.l'tn'xInl'u.’pluphufl|h!90Nill(l0!.|llll\[

L] No

) No

(I No

(502900 Rew. 05 1007) Page 3



Authorized Company Consultant (I Applicablo)

Tiist Hama Last Hamn

it
Fum Hawe
Streel Adliess

Mat n piless

Slalo 219

cay

Phona Humbat Fax Hurrbar

Businass emal Mdress

| 2 the authorized representative for the business enlily for the purpose of fifing this application. | understand Mat this application is a government record as
defined in Chapler 37 of tha Toxas Penal Code. The information contained in this application is liue and correct to the best of my knovledge and belief.

[ hereby cetlily and allitm thal the business enlity | iepresent is in good standing under Ihe laws of lhe slale in which the business enlily vias organized and (hal

no delinquent taxes are ovied Lo lhe Slate of Texas.

Sig;:llum (Autheiired Business Representatico {App'cant)) Data

o (Ef/é, / 4 /%/, &Y - in= 67/6//1 ]
o / "
/{p# day of ﬁC{M — _.ﬁ()?_t// S

GIVEN undar my hand and seal of office this

Wi, JESSICA MILLER

] Al
' N
% Notary Public, State ol Texas 7 &)y/
) My Commission Expiros ////% _ __7 ((/Z,/{/(,__
e 00 & o
Notary Public, Slate of _ U M)

(Nolany Seal)
My commission oxpiies

Hly 12, 200

11 you mako a false stalement on this application, you couldl ho found gnilly of a Class A mistemeanor or a slale jail felony undor Texas Ponal Cotlo § 87.10.

Page 4 (502400 Rev, 065-104/) fon mote information, visit one Web site: vvvevdndovestate. beusflaxdnfofproplax/ib1200/indox. html



Application for Appraised Value Limitation on Qualified Property

ﬂﬁﬂﬂliﬁﬂ_‘— T

] Enelosed is prool of applicalion fee paid Lo the school disticl,

For the purpose of this question, "payments to Ihe school dislict” include any and all payments or ansfais of things of v
districl or lo any peison oF peisons in any form if such payment or transfor of thing of value heing provided is in weeagnilion of, anlicipalion of, ol

consideration for the agreement for limitation on appraised valuo.

alue made lo the school

Please answer only either A OR 13:

A. Will any “payments lo the school distiic!” hat you may make in order lo eceive a ploperly tax value limilation agreement
resull in payments thal ate notin compliance wilh Tax Code, B13.027()7. ..o vvvvvviveeererrr i

(lyvos U No

a or methedology withoul a specilic amount being

B3, If“payments to the school dishicl’ will only be determined by a formul
that ave not in complianee with Tax Code §313.027(j)? . . Lyves [ClNo

specilied, could such method result in “payments to the school dislicl”

BUSINESS APPLICANT INFORMATION

Legal Hama under vilich apptiationis mada

SOUTHERN UNION GAS SERVICES, LTD

Teras Taxpayer | 0 Humber of ertly subiect to Tax Coda, Ghaplor 171 (11 digits)
17524680836
NAICS coda

325120

Is the applicant a parly to any other Chapter 313 agreements

If yos, please list name of school district and year of agieement.

APRLICANT BUSINESS STRUCTURE

Registered lo do business in Texas wilh the Texas Secretary of Slale? ... ... R G W e T e e e e e @AYes o
Idzntty busingss onpanizatan of sppleant (ectpatabon, Paiited kabiily coipotalion, ele.) '
Corporation ‘ )
1. Is the applicant a combined group, or comprised of members of a combined group,
as defined by Texas Tax Code Chapter T71000{7)? « v v vveeeet et e et W Cves M No
If so, please altach documentation of the combined group membership and contacl informalion.
2 |s the applicant cutrent on all tax payments duo o the S1ate of TOXAS? ..ot vt vrve et Yes [l No
4, Are all applicant members of the combined group curent on all lax payments duo to the Slale of Texas?. ........ PIna  Olves (lNo

please explain and/or disclose any history of default, delinquoncies andfor any

If the answer to eithar queslion is no,
volving the Slate of Toxas. (Use altachment i necessary.)

material litigation, including liligation in

Far mote information, visit our Web site: www,wlndnw.slnla.lx.||s!lnxlnlm'pmptnx!hbiaOD{lntlex.lltml (500-296 4 Rev 05-1007) Page 5



e o T cone CramIEE e

Are you an anlily to which Tax Codo, ChAplar 171 APPHEST. v v vannnope s s s vns v e 850 50 Gl s w somman s e s 2 0 S e (A vYes  Llno

The proparly will be used as an integial parl, of as a necossary auxiliary parl, in one of the following aclivilies:

(O EMAOUIRGIIING -« . o o0 s s s o e o et S 8BS 00 0t e R e W ves [lno

[1yes [ANo

(2) roseareh and AVEIOPIMENL. .« ..o veve e esne s n et
(3) a clean coal pioject, as defined by Seclion 5,001, Wator Code .. ...ovevevuiiinrrens s (ves [ No
(4) an advanced clean enetgy project, as defined by Seclion 302,003, Health and Safoly Codo ..o Clvos (A No
(5) 1enewable encigy lectic L | ¥es 4 No
(8) eleclic power genoralion using inlegraled gasilication combined cycle lechnology. .. ..o coe e (1ves M No
(7) nuclear eleclic power T ——— L TR YL LUt R L Clves WNo
(8) a compuler center hal is used as an integral part or as a necessary ausiliary part for the aclivily conducled by B
applicant in one or moe aclivilies desciibed by Subxdivisions (1Y TRIOUGN (7) v v eveeeneeiei e sannenees s ves A No
Are you requesting that any of the land be classified as qualilied Ivestment? .. oo vv e L ves A No
Will any of the proposed gualilied investment be leased under a capilalized [0as07. ... cve i C Yos No
Will any of the proposed qualificd investment bo leased under an operaling [@ase?. ..o (Yes M No
Ate you including properly that is owned by a peison olher than the applicanl?. ..o v dYes ANo
Will any properly be pooled or preposed to bo pooled with propeity owned by the applicant in delermining
the amotint of your qualilied investment? . ........ R S ——— S R R (Yes ANo
PROJECT DESCHIRTION

o proposed project, including, at a minimum, the type and planned use of real and langible

Provide a dotailed desctiption of the scope of th
lion or installation, and any other relevant informalion. (Use allach:

personal propeily, the natue of the business, a limeline for propetly conslite
menls as necessary)

SEE ATTACHMENT A

Dosciibe he abilily of your company o locata or relocale in anolhor state or another region of the slale.

SEE ATTACHMENT A

PROJEGT CHARAGTERISTICS (CHECK ALL THAT ABBLY)

] New Jobs 1 Consltiuct New Facilily ] Now Business 7 Start-up (1 Expand Existing Facility
2] Relocalion fiom Oul-of-Slate L] Expansion (¥] Puichase Machinery & Equipment
(1 consolidation () Relocation within Texas

PROJECTEDTIMEUINE

Begin Consliuction JANUARY 2_013 Begin Hiting New Employeas SEPT@ABER_&EZ_,i o
Consliuclion Complete JUNE= 2013 _ ~ Fully Operational LIUNE}(ﬂsi [ S
Puichase Machinery & Equipment JANUARY 2012

Do you piopose lo constiuct a new building or to erect or allix a nay improvement after your application roview

start dale (date your application is finally dotermined to bo ComPIBIE)?. . .o ivisrieesie e (A Yes [1No

Nole: Improvements made before thal lime may nol ba considered qualified property.

JUNE 2013

When do you anlicipate the new buildings or improvements will be placed in servica?

For mote infopmation, visit our Web site: wvavewindow.state.beusftaxinfolproplax/hb1200/ndex. html

Page 6 (512560 Rev, ns.nfz)



Application for Appraised Value Limitation on Qualified Property

[ECONOMICINCENTIVES S TN IR |
Identify stale progiams the project vill apply for:

Stale Source Amount

Will other incenlives be offered by local unils AI GOVBIMIMENLT L+ . 0w et e e e s s

Please use Ihe following box for additional details regaiding incenlives. (Use allachments il necassary.)

APPLICANT 1S SEEKING 50% TAX ABATEMENTS FROM REEVES COUNTY AND REEVES
COUNTY HOSPITAL DISTRICT FOR 10 YEARS BEGINNING 2013.

THE PROPERTY

Identify county or counlies in which the proposed project will be located REEVES - B
Contial Appraisal Dishiict (CAD) that will be iesponsible for appraising the properly REI:VEi .
Will this CAD be acling on behalf of another GAD to appraise this property? ...........ooooeees oS o I b3 Sk mar B ClYes W No
List all taxing entilies that have jurisdiclion for the propeily and the porlion of project within each entily
S\ 0

Counly: RELV{‘S' 100 A’ Cily: M s = o

(Hame and percent of pioject) (Hamo and percant o project)

i oo = & o,

Hospital District: REEVES COUNTY HOSPITAL DISTRICT, 100% Walor Disliicl: _I\%__ - ' -

{Hame and percert of project) {Hama and percant of project)
Other (desciibe): &L_" - Olher (describe): M_ -

(Haia and peicent ol project) {Hama ard percent of project)

Aves [INo

Is the project located entirely vithin this 1SD?. . ...oovvvn e

If not, please provide addilional informaltion on the project scope and size lo assist in the economic analysis.

1o more information, visit o Web site: \*.'\'n’.v.wlnrImv.slalc.\x.il.‘JlnxInfufpmpinxfhhl20(\‘lndox.llhn! (511296 Rev 050007) Pape 7



N EEED 1) lr -
Form 50:286

P —— R e
NOTE: The mininum amounl of qualilied investiment required 1o qualify for an appraised value limitation aned the minimum amount of appraised value limitalion

vaty depending on whether the sehool distict is classilied as rural, and e Gxable value of the properly vilhin the sehool distdel. Tor assistinee in detenmining
pstinales of tese wminimums, access e Complroller's Web sile al wenwindow. stato 1. us/taxinfo/proplaxmb 1200 /valnes. html.

Application for Appraised Value Limitation on Qualified Property

$10,000,000
$10,000,000

AL e time of application, whal is the estimaled miningm qualified investment tequited for his school distiel?

What is the anmount of appraised value limilation for vihich you e applying? - s e

Wihat is your lolal estimated quafitied investment? 3;130’,000‘_00(1

HOTE: See 313.021(1) for ull definition. Generally, Qualilied Investment is he sum of the invostment in tangible peisonal properly and buildings and nev!
improvements made helveen heginning of e qualifying time putiod (date of application final approval by 1he school distict) and (he end of the second complele
lax yeat.

, DECEMBER 1,2011
DECEMBER 1, 2011

What s the anlicipated dale of the beginning of the qualifying time period? = = . o =

Whal is Ihe anlicipated date of application approval

Whal is the total estimaled investment for this preject for the period lrom the lime of
application submission lo tha end of the limilation period? $130,000,000 : S

Describe e qualilied investinenl [See 313.021(1).)
Altach the folloving items lo Ihis application:

(1) a specific and detailed description of the qualified investment you propose
as defined by Tax Gode §313.021,

(2) a descriplion of any ne buildings, proposed improvements o1
(3) a map of the qualificd investment showing location of nevr buildings or nev/ improvements vilh vicinity map.

to make on the preperty for which you are requesting an appraised value limilation

ersonal propeily vhich you intend to include as pail of your minimum gualitied investment and

Do you intend lo make al least lhe minimum qualified investment required by Tax Code §313.023 (o1 313.063 for rural school disticls) )
for Lha 1elevant school district calegory duing the qualifying TMe PRIHOHT . ... ... oeeeeniee it Aves [lio
() or (q-1), is the praposed tangible personal property to be placed in service for the first time:

Except for news equipment desciibed in Tax Code §151.318
ves [lMo

(1) in or on the nevr building ot other new improvement for viich you aie AIPIVINGD oo
(2) if not in o1 on the new building ot ollier new improvement for vhich you aie applying for an appraised value limitation, -

is the paisonal properly necessary and ancillay 1o the business conducted in the nevs building o1 ofher nevsimprovement?. ... Aves o
(3) on lhe same parcel of land as the building for which you are applying for an appraised value fimitation?. ..o Aves lho
("First placed in seivice” means e fitst use of the propeity by (he laxpayer.)
Will the investment in 1eal or peisonal propelly you piopose be counted toviard the minimum qualified investment required by
Tax Code §313.023, (o1 313.053 for qunal sehool dislicts) be first placed in service in lhis slate during he applicable qualifying time petied? . . Mves Clio

Aves Clio

Does the investinent in tangible personal properly meel Ihe requirements of Tax Code EHI02INT oo

If lhe proposed investment includes a building or a penmanent, non-removable component of a building, does it house langible personal propeily? Aves [lio

QUALIRIED RROPERTY.
Describe the qualilied property. [See 313.021(2)] (I qualified investment describes qualilied properly exaclly youm

ay skip items (1), (2) and (3) belove)

Altach the Tolloving ilems to this applicaion:

(1) a specilic and detailed deseription of he qualified property for vhich you
(2) a deseriplion of any new buildings, proposed improvements ai personal propetly v
(3) a map of e qualitied propeily showing localion of new buildings o1 nev improvements — wilh vicinily map.

are requesting an appraised value limilation as defined by Tax Code §313.021,
shieh you intend to include as part of your qualified propeily and

Land
Is the land on which you propose nevr conshiuclion of improvements cutrently localed in an area designated as a reinvestinent zone -
undor Tax Gode Cliapter 311 o1 312 of as an enlelprise zono under Government Gode Ghapler 28087, ..o (Mves il
1 you answered "no” lo (he question above, whal is e anticipated date on vihich you vill submil proofl of & R - , )
: » SEPTEMBER 26, 2011

seinvestiment zone with houndaries encompassing the and on which you propese nevs conshiuction or improvements? =22
W ves Lo

O ves Ao

Wl e project he o1 10aset KT L. ... ... vvvees e e e

Will the applicant ov the kind by the date ol ageemment XeCUIONT. ... oottt

Iage (50280 ¢ Lo 05 1007) o mote infonmation, visit o Web site: wvrvewindowss tate.beusaxinfolproptaxihib 1200findex. himl



Application for Appraised Value Limitation on Qualificd Property

Duifl is part of e qualilied propeity deseribed by 313,02 12)(A), please allach complele

I the Jand upen which (he neve biiilding or nevs impravement s to be
documentation, including:
1. Legal description of the land

9. Lach existing appraisal pacel nuibier of the Fandd on vehich e impro
the cutrent paicel vill become qualitied properly

vements vill e constisted, regardless of vihether ol polall of the kand described in

3. Owner
4. The cunent taxable value of the land, Altach estimate il lmul is patl of Luger parcel.

5. A delaited map (vill a vicinily map) shoving the location of e land

Atach amap of he reinvestmenl zone boundaries, ceilified 1o be accurate by cither the governmental entily crealing the zone, he local appraisal distict, or a

licensed stveyor, (With vielnity map)
Altach the order, resolulion o1 odinarce establishing Ihe zone, and the guidelines and ciiteria lor creating the zone, il applicable.

Miscellancous
Is the proposed project a building er nevs improvement to an existing faclily? .. ....ooooon Mves Llho
Altach a description ol any exisling improvements and include existing appraisal distiict account numbets.
List current markél value of existing propeily at sile as of most recent lax year. -0- o . 201

(M3l Vatez) (TacYear)
Is any of e existing propeily subjest to a value limitation agreement under Tax Code 3137 ..o Clves  Ho
Will all of the propeity for vihich you are requesling an appraised valuo limilation be fiee of a tax -
abatement agreement entered into by a school disliict for he duration of o R Aves Clio

\WAGE AND EMBLOYMENT INFORMATION

Whal is the estimated number of permanent jobs (nore than 1,600 hows a year), wilh the applicant
o a conliaclor of the applicant, on the proposed qualified property during the last complete quarter
before he application review starl date (tlale your application is finally dolermined Lo bo complete)? ¥ -

The last complele calendar quarter belore application review stail date is the:
(1 First Quarter ) Second Quaiter L Thitd Quartes () Fourth Quarter of 2011

T e

Whal were the number of permanent jobs (more than 1,600 houts a year) lhis applicant had in Texas diing e most recent quarter teporled lo the TWC?

269
Note: For job definilions sce TAG §9.1051 (14) and Tax Code 313.021 (8). I the applicant inteids Lo apply a definition for “nevs job™ other than TAC §0.1051( 14)(C),
lien please provide the definition of “novs job" as used in Whis application. . S

e = - .

- —

Total number of news jobs that will have been ereated wihen fully operational 10 - - -
Do you plan lo create al leasl 25 nevr jobs (al least 10 nevz jobs for nual school distiicts) an the land and in connection -
G e L Myes Ul
Do you intend to request that the governing body viaive the minimum nev/ job crealion requirement, as provided under i
1 o T SR Oves o

If you ansvrered "yes” to the question above, allach evidenee documenting that the new job crealion requirement above exceeds e number of employees neces-
saty for the operalion, according lo indusliy standards. Note: Even 11 a minimum nevs joh waivor is provided, 80% of all novt johs must bo gualifying Johs

pursuant lo Toxas Tax Gode, §313.024(u).

Whal is (o maximum number of qualitying jobs meeling all crileria of §3 13.021(3) you aie commilling Lo cieale
If i project creates more an 1,000 nev jobs, Ui minimum required viage (o1 Ihis project is 110% of the avarage counly vieekly wago for all jobs as deseiibedd
hy 313.021(3)(E)(ii).
If this project creates less than 1,000 nes? jubs, does Lhiis distict have tenitory in a county that meels the demagraphic eharacleristics of 313.051(2)7 (see lable
ol information shoviing Whis dislict characterislic at hrr,u'//mvw.wimfnlv.smfe.l.\'.|mlmxinlnlmupfax/hhIE'UIP/v.mn.’s.m"H)

If yes, lhe applicanl must meel viage standard deseribed in $13.06 1) (110% of the regional avaiage vieakly vage for manufacluring)

If no, the applicant shall designate one of the wage standards sel oul in §§313.021 (B5)(A) 01 313.021(5)(B).

9 10

o more nformation, visil ot Web site: \'J\.'aw.v.'lntfnw.slnt-:.lx.l|sl‘lannfo.fproplnxfllln200.'Inrlc-x.hlm1 (502960 R 05 1047) Page 9



Application lor Appraised Value Limittion on Qualified Property

YMENT INFORMATION (cORTlHUED)

WAGE AND EMPLO

for he following thiee vaage calculations please include on an altachment the four most recent quarlers of data for each wage calculation. Show e average and
the 110% caleukalion. Include documentation from [WG Web site. The final actual statulory minimum annual viage requirement for the applicant for each qualitying
job — wihich may difler slighty from this estimate — will be trased on information fram the four quatlerly periods for which data were available al the lime of the

application review starl dale (date of a compleled application). See 1AG §9.1001(7).
$675.40

110% of he counly average veekly viage for all jobs (all industics) in e counly is I o S

$416.53

110% of the counly average vieekly viage for manufactuting jobs in the counly s _ R o ~ I

7
110% of the county average veckly viage for manulactuting jobs in the region s ﬂw(l( 5.60
Please identily which Tax Code scction you are using lo estimale the wage standard required for (his project:

Ulgata.0216) ) or - (gaiaoz1a)) or - LI§313.0213)(E)(, o (¥1§313.051(h)?

Whal Is the estimaled minimum required annual viage for each qualitying job AR
based on the qualified properly? _ﬁ’ﬁ‘)',‘)jL?O e e

Whal is e estimated minimum requited annual v2age you are commilling $45,531.20
1o pay for each of the qualilying jobs you creale on the qualificd properly? MRS Y

Will 80% of all nowt jobs created by the ovmer b qualiying jobs as defined by BIB020(B)7.covvvvvvvrereneeiee e ves [l to

Will aach qualifying job require al loast 1,600 OF WOTK A YBAIT. ¢ o.evvivntnes s enssnnebs s e e s s bt Myes Clno
Will any of the qualitying jbs be Jobs transferred from one area of e Slate 10 anoMMEr?. ... .ouvrveieeeeireeee e Clves o
will any of the qualifying jobs be retained T S L i Oves  no
Will any of the qualifying jobs be crealed Lo replace @ Pravious BMPIOYEE? . .. .. ..vruenranr e (1 Yes No
Wil any required qualitying fobs bo filled by employees of CONIAEIONS? ... .cowvsiosvssssseessse s Clves o
It yas, whal percent? . —
Daes the applicant or conlractor of the applicant offer Lo pay al least 80% of the employee’s heallh insurance

Aves  lNo

prRTUN 107 ACh QUANIYING JOD? .. oo vveeemres e

Describa each type of benelils lo be offered to qualilying jobholders. (Use altachments as necessary.)

SEE ATTACHMENT

ECONOMIC IMPAGTS

Is an Ecanomic Impact Analysis allached (If supplied by other than the Complrollor's office)? «.vvvvvieeeinni e IJ/H ....... Oves Clno
1s Sehedulo A comploted and signed for all years and alACHEI? ......vveeessireessssnnsnsess s s Wyves  Clio
Is Sehedula B comploted and signed for all Years and AUACIEU? ......oovvvvrrrrieenessssssnsssnns s Wves o
Is Schedule € (Application) completed and signed for all years and allacheq? . ......ouvvnvusmein e Mves Ll

(Aves (o

Is Schedule D completed and signed for all years AN alACNEU? . ev e N . o I
Nole: Excel spreadsheel versions of schedules are available for dovmload and printing at URL listed belov.

If thiere are any other payments made in the stato or cconomic information that you helisve should be included in the economic analysis, please altach a separale
schedula shoving the amount for each year allected, including an oxplanation.

Page 10 (510 296+ Rov, 05-1017) For more information, visit our Web site: wwwewindowsstate.usftaxinfolpro Maxmhi200/index.html
B proj
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Property Tax Limitation Agrecmaent Applications
Toxas Governiment Code Chapter 313
Confidential Information Submiited to the Compiroller

Genorally, an application for property lax value limitation, the
information provided therein, and documents submilled in support
thoreol, are considered public informalion subject lo release under
lho Texas Public Information Act.

[hera is an exception, oullined belov, by which information will be
wilhheld from disclosure.

The Comptioller's office will withhold infermation from public
release il:
1) it describes lhe specilic plocesses of business aclivilies lo

be condueted or the specilic tangiblo poersonal propoity lo be
tocaled on real proporly covered by the application;

2) the information has been segregaled in the application from
other information in the application; and

3) the patly requesling confidentialily provides lhe
Compliollar's offico a list of the documents for which confi-
dentialily is sought and lor oach document lisls the specilic
Joasons, including any relovant legal authority, stating why
{he matetial is believad to bo confidential.

All applications and parts of applications vihich are not segragated
and marked as confidential as oullined above will be considerad
public information and will be posted on the inteinet.

Such information propetly identified as conficlential will be with-
held from public release unless and unlil the governing body of the
school district acls on lhe applicalion, or we are direcled to do so
by a ruling from the Allorey General.

Other information in the custody of a school district or the comp-
troller submitted in connection wilh the application, including infor-
mation rolated to the economic impact of a projeet or the essential
alements of aligibility under Toxas Tax Codle, Chapter 313, such as

For mote infanmation, visit om Web site vevrwwindows,

o late.bx usfloxinfofproplax/biz00/index html

(he nature and amount of the projected investmant, employment,
wages, and benelits, will not be considered confidential business
information and will be posted on the intarnel.

All documents submilted to the Gomplioller, as well as all informa-
tion in the application once tho school disliicl acts thereon, are
subject lo public release unless specific parls of the application or
documonts submilted with the application aro identified as conli-
dential. Any person secking to limit disclosure of such submilted
racoids is advised to consull with their legal counsel regaiding
disclosure issues and also lo lake the approptiate precautions lo
safeguard copyrighted material, vade secrels, or any other proprie-
tary information. The Complioller assumes no obligalion or respon-
sibility relating lo the disclosute or nondisclosure of informalion
submilled by respondents. A peison seeking lo limil disclosure of
information must submit in veriting specilic delailed reasons, includ-
ing any relevant legal authorily, stating why that porson believes
tho material to be confidential.

The following oullines how the Comptioller's office will handle
requests for informalion submilted uncler the Texas Public
Information Act for application poilions and submilled records
approprialely identified as confidential.

« This oflico shall forward the request for records and a copy of
the documents at issue lo the Texas Altornay General's oflice
for an opinlon on whether such information may be withheld
from disclosure under the Texas Public Information Acl.

+ The Comptroller will notify the person who submilled the
applicalion/documents when the information is forwarded lo
the Altorney Genoral's oflice.

+ Pleaso bo aware thal his Olfico is obligated to comply with
an Allorney Genoral's decision, including release of informa-
tion ruled public even if it was martked conliclontial,

(512800 Rev. 05-400/) Mage 11



Application for Appraised Value Limitation on Qualilied Property

VD REQUESTED ATTACHMENTS GEEEIEG.  ERE

| COMPANYICHE A
! Cheeklist ! Page X of 16 " Chueck Completed
i l‘ Cetliicalion pages signed and daled by Authorized Business Representalive (applicant) 1 4ol 16 \/
? | Mool of Payment of Application Feo (Allachment) Hol 16 i \{
Iim npp_liuaml mglnhuls, documentation of Combined Group membaiship undar Texas Tax | 7 ) I
3 (:o(lo i_/I.OOOI(/) : Hof 16 ‘ N/A
(it Applicabio) (Alachmenl) | J
4 | Detailed description of lhe project ‘ Gof 16 \ ‘/
5 l:iIs)tlili)g:tl!(Ell’\lli'tlg;:l?‘ll::\’t)ln more than ona disliict, name other disliicls and list paicentage in each ‘L 70 16 ! N/A
G | Description of Qualilied Invesiment (Atachment) ol 16 ‘/
7 M.np of lqlfmlificd investment showing localion of new buildings or new improvements ' 8 of 16 J
with vicinity map.
8 | Doscription of Qualitied Properly (Allachment) | 8ol 16 | ‘/
9 | Map of qualilied property showing localion of new buildings or new improvements vith vicinily inap 8ol 16 \/
10 | Desctiption of Land (Allachment) 90l 16 \/
11 | A delailed map showing location of the land with vicinity map. 90f 16 ‘/
12 | A desciiption of all exisling (it any) improvements (Altachment) 9of 16 N/A
13 | Reques! for Waiver of Job Grealion Requirament (if applicablo) (Alachment) 9of 16 N/A
14 | Caleulation of three possible wage requirements with TWG documentalion. (Allachment) 10 of 16 ‘/
16 | Description of Benelils 10 of 16 i ‘/
16 | Economic Impact (if applicable) 10 of 16 N/A
17 | Schedule A completed and signed 130l 16 ./
18 | Schedule B completed and signed 14 of 16 J
19 | Schedule © (Application) completed and signed 15 of 16 ,/
20 | Schedule D completed and signed . 16 of 16 ‘/

Map of Reinvestment Zone (Allachment) (Showing the aclual or proposed boundaries and will provide
21 | size, Caililied to be accwale by gither the government enlily creating the zone, lhe local 9of 16 upon adoption
appraisal dislricl, or a licensed suiveyor, wilh vieinily map)* P P

22 | Oider, Resolution, or Qidinance Establishing the Zone (Allachment)* 9of 16 will provide
23 | Legal Descriplion of Reinvestment Zone (Allachment)* 9of 16 will provide
24 | Guidelines and Ciileria for Reinvestment Zone(Allachment)* 9of 16 will provide

“To ho submilted with application or before dato of linal application approval by school hoard.

Page 12 (S0: 296+ tew 05-1017) 1 or more information, visit one Web site: \'J\'J\'J‘,\‘.‘llllit)\'}.slnlc.‘,l!‘|l.'-IEInc[l|l€|.’[9rn|1|nxillhi?t}nl’il‘lﬂr‘x.llhnl



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 A
PROJECT DESCRIPTION
APPLICATION FOR VALUE LIMITATION AGREEMENT
PECOS BARSTOW-TOYAILINDEPENDENT SCHOOL DISIRICT

Project Description
southern Union Gas Services, LTD is proposing to build a new gas processing facility in Reeves County,

Texas within the Reeves County Hospital District and the pecos-Barstow-Toyah Independent School
District, The facility will be constructed on a purchased parcel of land consisting of 45 acres.

Red Bluff Gas Processing Plant

The Red Bluff Plant is a natural gas processing plant with a nominal gas processing capacity of 200
MMSCED. The plant will process gas that has been collected by the upstream gas gathering system in
Reeves and surrounding counties of the plant location.

The first processing step in the Red Bluff plant process is to separate the pipeline condensate liquids
from the pipeline gas. Once separated, the condensate liquids are processed ina 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 processed in the cryogenic plant for natural gas liquid recovery.
The gas is refrigerated by mechanical refrigeration and by expansion through a turbo expander. The
NGL liuids condensed by the refrigeration system are fractionated in a demethanizer column and then
pumped into a NGL sales pipeline. Gas from the cryogenic plant, now stripped of NGL liquids, is

compressed and delivered to the sales gas pipeline.
Red Bluff Gas Processing Plant consists of the following main processing units and utility systems which
are classified as the "Qualified Investment”:

Inlet Facilities

Dehydration

Regeneration

Amine treater and thermal oxidizer

NGL Recovery Train

NGL. Product Delivery Facilities

Residue Recompression & Cooling

Waste Heat Recovery

Heat Medium

Fuel Gas

Methanol Injection

Drains & Flare

nstrument & Utility Air



Ability to Relocate

Southern Union Gas Services, LTD is a leading natural gas gathering and processing company, whose
primary activities include gathering, treating, processing and transporting natural gas and natural gas
ligguids Lo a variely of markets, including power penerating companies, utilities, energy marketers and
industrial users within the Southwestern United States. The company operates approximately 4,600
miles of pipelines, with five cryogenic plants and six natural gas treating plants within Texas and New
Mexico. The company is currently in negotiations with both the state of New Mexico and Eddy County
as a perspeclive site for the gas processing facility, along with this location in Reeves County.



Description of Qualified Investment/Qualified Property

Red Bluff Gas Processing Plant consists of the following main processing units and utility systems which
are classified as the "Qualified Investment”:
Inlet Facilities
Dehydration
Regeneration
Amine treater and thermal oxidizer
NGL Recovery Train
NGL Product Delivery Facilities
Residue Recompression & Cooling
Waste Heat Recovery
Heat Medium
Fuel Gas
Methanol Injection
Drains & Flare
Instrument & Utility Air
potable and Utility Water



ATTACHMENT B
PROJECT LAND LEGAL DESCRIPTION
APPLICATION FOR VALUE LIMITATION AGREEMEN
PECOS BARSTOW-TOYAL INDEPENDENT SCHOOL DISTRIC]

Description for one section totaling 640 acres of land located in Reeves County, Texas.
Section 3%, Blk 57, 125 T&P RR Survey Reeves County, Texas
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Checklist ltem 14
ATTACHMENT
CALCULATION OF WAGE REQUIREMENTS-REEVES COUNTY
110% of County Average Weekly Wage for all Jobs

2010 20 606
2010 3Q 588
2010 4Q 652
2011 1Q 610

2456/4 = $614 average weekly salary

X 1.1 (110%)
$675.40110% of County Average Weekly Wage for all Jobs

110% of County Average Weekly Wage for Manufacturing Jobs in County

2010 20 471
2010 3Q 355
2010 4Q 316
2011 1Q_ 369

1511/4 = $377.75 average weekly salary

X 1.1 (110%)
$415.53 110% of County Average Weekly Wage for Manufacturing Jobs

110 % of County Average Weekly Wage for Manufacturing Johs in Region

(Permian Basin)

$19,90 per hour

X 40 hr per week
$ 796.00 average weekly salary

$796average weekly salary

X 1,10 (110%)
$875.60

$45,531.20110% of County Average Weekly Wage for all Jobs in Region



Texas LMCI TRACER, Data Link

Quarterly Employment and Wages (QGEW)

.\APIY""" |$:!'m jod

2010
2010
2010
2010
2011
2011
2010
2010
2010
2010

1s1Qlr
2nd Qle
Brcd Qlr
4th Qlr
st Qlr
1st Qlr
4th Qte
3rd Qle
2nd Qlr
1s1 Qlr

36!1"\'(!:1

Reovaes County
Reeves Counly
Reaves Counly
Reeves Counly
Reeves Counly
Reaves Counly
Reaves Counly
Reoves County
Reeves Counly
Reaves Counly

Al el
O ship

Privale
Private
Private
Piivate
Privale
Privale
Privale
Privale
Privale
Private

Ayt A
-Vllml"l"” 1

v
00 0
00 0
00 0
00 0
00 0
3 2
3 ?
31 2
31 2
31 2

Page | ol

[li;lt:'i:]

Page 1 of 1 (40 resullsipage)

Havel IAlnd Code [ Badu:
Level |Vi|'"| Catloe l\;llndu‘.tly

hitp:/fwww .t racer2.com/cgi/dataAnalysis/IndustryReport.asp

Total, All Induslrios
Tolal, Al Industiics
Tolal, All Induslries
Tolal, Al Indusldies
Tolal, All Indusliies
Manufacluring
Manufacluring
Manufacturing
Manufacluring
Manufacluring

QEA\!H Weekly Wagoes
S617
$606
$688
5652
$610
$369
5316
$355
$471
$493

8/10/2011



2010 Manufacturing Wages by Couneil of Governmeni Region

Wages for All Ocenpations

COG

‘l‘v..\'ns

Panhandle Repional Planning Conunission
_2_. South Plaing Assoce jation ol Governments
3. NORTEXN I{i.,u_mml Planning, Connnission
4 North Central al ‘Texas Council ol Governments
5. Ark-"Tex (.micilinl‘_(igvcg\mgnls
6. IFast Texas Council ol Governments
7. West Central Texas Council of Governments
8. Rio Grande Counc il o Governments
9. Permian Basin Regional Pl anning Commission
10, (mu,lm Vd”(\'( mlnul nl (mw roments

l.l_.(gmlal f\u._‘wp_g_nl pl (m,\fg!!jl_l_bljl%'

13. Brazos Valley Council of Governments

I4, Deep Last Texas Council il ui'(iu\'crnlm'nl :

15. South Last Texas Regional Planning Comny ission
16. Houston-Galveston Area Council

17. Golden Crescent Regional Planning, Commission
18. Alamo Area Council ol Governments

19. South Texas Development Council

20. Coaslal Bend Council of Governments

21 Lower Rio ( Riu (immh: anlvy |)L‘\’U|()|)I]l@( Council

)1 i ullml l'exas (uunul ol (mvcmmunl\
24. Middle Rio Grande vaclupmun( ‘ouncil

.%mw Texas Ot,(,upul:mml Fmpluymcnl and Wages
Data published: June 2011

Data published annually, next update will be June 2012.

Note: Data is not supported by the Bureau of Labor Statistics (BLS).

Wagpes

Hourly

$18.60
S10.21
$18.34
$23.45
$15.49
$17.63
$17.48
515,71
$19.90
$15.33
$17.91
$25.37
$15.24
$15.71
$27.56
$24.52
$20.07
$17.28
$13.27
$21.55
$14.35
$18.10
$17.21
§13.21

Wage dala is produced [rom ‘Texas OIS data, and is not to be compared to BLS cstimales.

Data intended lor TAC 313 purposes only.

Annual

$38,683
$33,717
$38,153
$48,777
$32,224
$36,0772
$36,352
$32,683
$41,398
$31,891
$37,257
$52,778
$31,705
$32,082
$57,333
$51,002
$41,738
$35,952
$27,601
$d4,822
$29,8406
$37,051
$35,788

2747



ATTACHMENT €
EMPLOYMENT WAGES AND BENEFITS
APPLICATION FOR VALUE LIMITATION AGREEMENT
PECOS-BARSTOW-TOYAI INDEPENDENT SCHOOL DISTRICT

Benefits

Southern Union Gas Services, LTD offers medical and dental insurance, life insurance, AD&D
and long-term disability insurance, 401K savings plan, vacation and holiday pay. Southern
Union Gas Services, LTD also offers an enhancement to the Savings Plan to allow eligible

employees to receive an additional, non-discretionary employer contribution referred to as a

retirement power contribution.
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aered by United Healthene Allonwing you 1o choose the one that heat Lits the necds
of you and youe Lanily, while also providine the hest walie, Medival coverave s elfecive o you hive date provided enollmen is winde
within 31 diws. You will alsoanonuatic Ally eceive prescription diue coveraee when vou pantivipate in the medical plan. Yo choice of

wedical plan will aftea how mneh o voun healleare ex il how mneh die planwill pays The teanes ol vach

Ihe campany alters several medical plan options admini

penses vour will Tave o pay
planare similar, b there we diflerences i

[ he premitnns you pay

The deduetible you are required 1o pay Before the plhawill pay for services
i copay vou pay for cettain services
The percentage coinstianee you pay cachh time you need additional medical care, alter meeting youm deduciible

To help you decide which option Best mects your healtheare needs, please review dhe Tollowing comparizon cha:

falue Plan 70/60 PPO Plan 90/70 PO Plan
Feature —_— = —
To-Newaik, OutalfNeawanh I Notwanh Qurol-Nowol Ti-Netwad Ot Netawnil
Tndividal 5790 SLBTS S350 S875 5250 625
Annual Deductible i S [ - 1 ) = o
Family 1,500 53,750 S700 51,750 S50 51,250
Anmual Outo- Individual $1,500 $300 §2,500 55,00 $1,500 5300
Packet Maximum Family 53,000 $6,000 55,050 S10.000 S3,000 16,00
Peimary B0 coveral’ GO coverd’ S0 vopay (0% coveral’ 329 copay 0% convetal’
Office Visit —— ———— —
Specialist SO covetal” GO coveial’ SA0 capay JL GO cosuaed” 339 copay T conanal’
Retail poh fiov o 5 . . .
; ; A | 40U ] S0 S0 ] 530 | 550 S10 | 530 | 350
Preseription Drug (Tl 1 Ve 2 | i “ L SE— - —
Coverage Mall Order
M b ] QU | 500 525 1575 ] $125 325 | 5751 $12
(e | te2 | 1) bt | ¢ | 5 3261579 | $125 329 ) 575 | 5125
Lifetime Maximum Unlimitald Unlitited Unlinited
— L — — e o [ — S
Au S0% Indemnity Plan option is also available where employees are not supported by the United! lealtheare network of doctors and facilities,

(Y o
“After annuead dedueetible, amount the plan pays After comual deductible, amonnt you juy

[ hepag e ot Vv b
“The Dental Plan helps you and your funily with the costs af
Jdental health andl treating dental disease and
Dental Plan is optional, "There is a separate
average. [ you elect dental coverage,

Enralling in the Vision Service Provider (VSP) plan is optional.
There is o separate contribution for vision coverage. You can obtain
cave from i outofnetwork provider, Dyt you will have to pay more
outobpocket. Here's a closer look at the dilference in coverage avail-
able 1o you when you visita VI doctor versus a doctor who dges

maintaining goud
injury. Enrolling in the
contribution lor dental ¢
it is provided by Delta Dental of Texas. Although you iy seek
dentist, using innetwork providers will reduce
artivipating dendst you will

S Network Qutof-Network

treatinent rom any nat participate in the V8P netwark.
your sutolpocket costs. By usinga p

receive dental servicesata discounted rate. 'r.
catune
The list of participiting dentists is lovated en the Delta Dental Eye lxan
: 3 v ; @ Bxi R " : :
wehisite ar wwdeltadentaling.con. The Dental Plan provides fewnty 12 monthy) 1008 coveredd Plan pags up 10535
coverage lor the following dental services: ———=== = em—— - ———
Sinele Miston Pl pys ip o 330
=T S 5 - T T . Bfiacal: 1 i, <
Feature ] Coverage Eyeglass Lenses | (03 covenal Bifica: Plan pay v LR
e — {evnry 12 montho) OO iy X . i
sl S50 Tritocal: Pl pays up o 560
ndividua U I ILE Sl Rl 1ot O
Annual Deductible 7I' " e ?11 — = Fenticubie, Pl paysup o 580
aniy a5 b | | o
Aunnual Maximum | Per Persen S1,500 108 cevered Plan prays up 1o 350
Preventive Seiviee: Cleaning and csms 10 cov i Franics Once vrary 12 nonihs e awary 12 months
o S T — — = D (l‘ﬂl‘ltlll I'l.\\l‘l , ""'If' nwe' |i'l |IIHI{| v Il,
. o
Fillings, extractdons, b ) ) _ .
Basic Services 1ont canals, epaies BO% coverd Oreevsay Ml ey M
o dentuies e sie 1Y e 19

Croawns, riduework,

- dentates, 1M) o I li : ! .
alor Services 1o Ve o elassess TPl pays ;
Major Services provedies and S0t cuaveed up l:. ﬁll?; ' P livu ool elasseas Plan pays up
othel majol sewvives & ’ 05179
“ontacts 1 anedivally neessary. Pl
Adically pe ey Pl ; ;
0% ol (:\p.ll;lll' ||“|||‘||]|-I|Hllll\ 1 tneslically nocces iy Pl s np
RS I

il . Children up v ave IR )
Qethexduntic 19, includes exams S1,A00 lilctie masimunm tot

Servives

ervices)

and appliances orthadonti




sportnmity for beforetas weimbiesemen

Spendine Accounts provide oy
penses. You decide how much

ol elivible healibeare and dependent cae ex
o deposit into cach scconnt anmally, subject toclection restriciions.

[ you devide 1o contribute weany of the spendine aceonniz, arelully
cotimane your contributions hecanse health cane aned dependent care
clections are Tor the entive calendan year, unless yonn ave o Qualilying
Pite Fvenn GO1E) Ter incihe year. Any change in cither ol the e accounts
st be made within 31 days of the Q11 Spending Account masiniin

contributions are as ollowed:

Account Type Monthly Max | Annual Max

Healtheare Spending | None 25,000

Dependent Care y $5,000, v S2500 6 oareded !
l\\!llé

file o sepanate tax reniem

Spending

Life insurance is provided to help ease the financial burden you ar your
dependents niay e if you o another Funily mewber dies,

FEployee Life Insurance
T he company antomatically provides Basic Lite and Basic ADSD benefits

al no cost fo you, Basic coverage is cqual w one fimes your annual base
salary, s of your hire date or Janvary Ist, whichever is larer) vounded up
to the nearest S1LEQO, up o a maximum henelit of $500,000.

Supplemental Life Insurance

For added protection, you may elect supplemental life coverage for you
andl your family, Contributions are made onan altertax hasis. You may
increase o1 decrease your employee life coverage cach year during annual
enrollment, however Evidence of Insurability (1€ M) may be cequited
before the instranee company will agree to provide certain amounts of life

INSUTANCE coverge.

Employee Supplemental Lile [nsurance

You may puirehase additional life insuranee coverage in increments from
LO, 1.5, 2.0, 2.5 or 3.0 times your annual base salary. The cost is based on
the level of coverage, salary amd age.

Supplemental Spouse Life Insurance

Coverage is available for your spouse in S10,000 increments up
to 4 maximunt of 509 of your combined basic and supplemental lite
instrance coverage sinount or $500,000, whichever is less, The cost lor

' U
VOUT spolEe’s coverage is hased on your spotse s age.
\ | ! I !

Supplemental Dependent Child Life Insurance (up to age 25)
You nay elect Dependent Child Lite instance in the amount of
S10,000 per child, The contribution i (Tt rate, regardless ol the
number of ehildeen covered.

Anially, dhoving open emollinent
ot may chenge your meelical,
dented, vision, flexible spending
aceonmt and life inswranee
lections. 1f youd have a QLI
latey in the calender yean, yone
may ke able to make cheoges
saner coveraye. Any eligible change
st be el within 31 duys

of the JLE.

) )

Savings Plamn

e companyesavingsiRIANalHIvSYOto contributenpos
(oAl B0 OLvoUT payon predasontarh st and/Zorup
o 1096 Ghyotrconpensationionmn alterax bagis toamumber
ol invesiment up[iun.\',.\nhjvﬂ o heannualfederaliHimies
rosarding 401 (R contributionsalhecon pany willlimataliyour
preansior Roth Savines Rlancontributionsars e ol s 0lon
e S 100, 1p o e ol vaureligiblagompensition:

il e 1009 vested in theimatehingcontributions altera

Hayean prided Wt schiedule:

e company:alzooflersanenhancamentito theSavings Blan
toallowemployeestoreceiieain additional;nonxliscretionary,
amployer contribution:

Panking & Transpontation
Seaured) covered parking is provided foralliTort Worthhased

cmployees At NO.CosK:

Work & Family Programs

Vacation
[ployeesacgriic vactionona monthlybasisibised oniticie
lenpthoftservice: Viteationis aceruedar the endlof the nonth:
Now hiresawitlistartdate henveenithe stand L5y olithe
monthywillirecetve their firstacortilat theendiofithein first
month ofemployment, New hireswithavstartidite from the
iGthito the endlolthemontliywillireceive tlvin st acertil
atthe end ol the followingmontl Employees will receie
tlioic newsacerualimte onJanuary Istofitheyear theemployee
reachios Hicir milestone year ofiseryices Vacation aecrualisteds

as followed:

Maximum Vacation
Acerual per Calendar Year

Length of Accrual Rate

Service

Less than 1 year 80 howrs

0.6 hours per month

120 howns

160 howirs

1-5 years

10 hours per month

613 years 13.3 hows per month

200 howms

14+ years 16,6 honrs per month

lidays
Therenre ren(10)olidays penyearawhich Inaludes ciglic (8)
companydesignated liolidaysandinyo (@) personal days: New
employeesarcelig {s <o, roparcdloss oftha tine they
joinithe company: Theholiday schedule cantbe foundonithe
companyuitranersite:

Blexible:WotlcEHotrs

Tort:Worth office employees may beailithe workdayas
carly.ns Z:00 A and s lateas 8530, sibjectito
managementapproval:

Employee Discounts

SonthiernilUnion of fersemploseesidizconnts tovarious wendors
sttehins Pord Partner Rrogram) aVerizon Wiraless, GMISupplicer
Discotnt and B el nd Mitdrosolt Qlfice Employee
Pirehase Rrograms:



Siele Leave

Fmplovecs are cligible for up to 80 hows ol si 1 leave o enployee
s on nonasork e lated injury, insnediane Gamily membor illness
and docton’s appointments for emplovee o Liily members,

Short Term Disability

Short termn disability (570) henelits are available o eligible
crnplovees who ae unable w pertorm the duries ol their job because
of am illness o injuy that exceeds the elimination periacl. Shont
term disability time is based on years ol services 15 or nmore yeats -
1,040 hones at 10095 pays 1019 yeas - 180 hons an 10096 pay and
360 hots an 80% pays less than 10 years — 520 howrs ar 100V pay

and 520 homs ar 809 pay.

Long Term Disability

The company autamatically provides you with long teun disability
(121D) benefits as part of your employment, The company will cover
0% of yorr monthly pay il you hase been disabled for more than 6
months as i result ol an illness o injury.

Bereavement
You may receive approval for up to 5 days ofCwith pay due 1o the
death of an inmediate Gunily member.

Adoption/Paternity Leave
Fployees can take up 1o 40 hours foradoption or hivth of a child.

Jury, Witness Duty and Military Duty

Lmployees serving jury or witness duty will receive Tull pay.
Tanployees serving military duty will he paid their full salary for the
first 2 weeks of service; therealter, the company pays the dilterence
Detween base and military pay up to the cumulative Uniformed
Services Employment and Recmployment Rights Avt (USERRA)
limit (5 years).

Family Medical Leave Act (FMLA)
Provides up to 12 weeks of unpaid, joh protected leave w “eligible”
employees for certain family or medical rasons. You e eligible il
you hine worked for Southern Union for at least one year and lor
1,250 hots over the previots 12 months, Reasons for taking leave:
To care for your child atter hivth, or placement for adoption
o1 foster care
“Tos eare Tor your spouse, son, daughter on parent who lvas
setfous health condition
For a serious health condition that makes you unable to
petform your job
For eertain military related sitnations

Leaves of Absence
The company way approve unpaid leaves of absence [or Gamily
and medical leave, pevsonal leave, military service o government

or civiv service.

LEducational Assistance

limployees enjoy numerous apportunitics for continuesd
cducation and training thiough companysponsored conrses

and the Fducatiomal Assistance Program. The Fducarional
Assistance Propram provides ceimbusement of approved iirion,
fees and books for coutses completed at approved institutions.
Reimbursement ranges from 79 < 10085, hased on prades attained,
up o a ol annual maximuon benelit of 95,250 and a lileime
maximum of S2LOC0.

Employee Assistance Program - Care24 (EAP)

The company provides Care24 services which offer you aceess toa
widle range of health and wellheing information seven days a weel:,
24 hours a day. Using one tollfiee phone number, you can speak
canfidentially with registered nurses and counselars who can help
with almost any problem ranging from medical and Gunily mateees
to personal legal, linanwial and emotional needs,

[nternal Job Posting Policy

This policy provides employees the apportunity to express interest
in specific job apenings and enables the company 0 il positions
eftectively when qualificd imernal candidates are iclentilicd.

Business Casual Dress Policy

The company’s Fort Worth oftice has a yearronnd business castal
dress policy. Appropriate buziness casual attive for men includes
recular or knit shints with an apen collav and dress or casul
shacks, Apprapriate business castal attive for women includes
dresses, skirts, dress or easial slacks, blouses, sweaters andd jackets,
Additionally, employees may wear presentable jeans on Friclays.

This infovmation highlights the benefits and other plans offered to regulay
fielltime employees of the company, but does not contain all of the details.
The terms of the plan diwcuments govem the specifics of the plans, The
company reserees the vieht to amend, modify, suspend oy Lnminate any
of the benefit plans at any time. Please contact your Human Resoce

Representutive to leavn more abant employee lenefits.
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REEVES COUNTY COMMISSIONER’S COURT

RESOLUTION

STATE OF TEXAS §
§
COUNTY OF REEVES §

WHEREAS, the Commissioners Court of Reeves County- (the “County”) desires to
make available tax abatement relief in the area which is the subject of this resolution in
order to encourage the development of primary employment and to attract major

investment in the County; and,

WHEREAS, the County has elected to become eligible to participate in tax abatement
agreements under the provisions of the Texas Property Redevelopment and Tax
Abatement Act (Chapter 312 of the Texas Tax Code); and,

WHEREAS, the County has adopted guidelines and criteria governing tax abhatement
agreements in Resolution No. 71y dated 2enf S , 2011
(the “Abatement Guidelines and Criteria”); and, ' '

WHEREAS, a public hearing is required by Chapter 312 of the Texas Tax Code prior
to approval of a reinvestment zone; and

WHEREAS, Southern Union Gas Services, Ltd. published notice of a public hearing to
be held on September 12, 2011, regarding the designation of the area described in
the attached Exhibit 1 as a reinvestment zone for tax abatement purposes;

WHEREAS, the improvements proposed by Southern Union Gas Services, Ltd., are
feasible and of benefit to the reinvestment zone after expiration of an abatement

agreement; and

WHEREAS, the property described on Exhibit 1 meets the criteria established in the
Abatement Guidelines and Criteria; and

WHEREAS, the designation of the reinvestment zone would contribute to the retention
or expansion of primary employment or would attract major investment in the
reinvestment zone that would be of benefit to the property described on Exhibit 1 and
would contribute to the economic development of the County; and

WHEREAS, all interested members of the public were given an opportunity to make
comment at the public hearing.



THEREFORE, BE IT ENACTED BY THE COMMISSIONERS COURT OF REEVES
COUNTY, TEXAS:

A reinvestment zone for the purposes of Chapter 312 of the Texas Tax Code is
hereby established for the property shown on the attached Exhibit 1

The foregoing Rebolution was Iawfuily moved by \r’ j.‘/ ALy 4, , duly
seconded by [N e , and duly adopted by the Reeves County

Commissioner’s Court. .

Signed the 12" day of September, 2011.

The Honorable W.J. Bang
Reeves County Judge

ATTEST:

A 03
GO0 us low \/
ﬁeeves County Clerk




Exhibit 1
RED BLUFF REINVESTMENT ZONE

Description for one section totaling 640 acres of land located in Reeves County, Texas.

Section 35, Blk 57, T2South T&P RR Survey, Reeves County, Texas.

Exhibit 1
Page 1 ofl
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Attachment B

Certificate of Account Status



11122111 COA - Generate Franchise Tax Cerlification of Account Stalus Page

{&5 \3{/“ KIU\\’ On Si 1t ( -;()\,.r(\-l'| 1menit susan Combs Texas Comptroller of Public Accounts

Taxable Entity Search Results

Franchise Tax Certification of Account Status

This Certification Not Sufficient for Filings with Secretary of State

Obtain a certification sufficient for filings with the Secretary of State.

rCertiﬁcation of Account Stattﬂ Wﬁcers And Directors Informatioll
Entity Information: SOUTHERN UNION GAS

SERVICES, LTD.
301 COMMERCE ST STE 700
FORT WORTH, TX 76102-4145

Status: TEMPORARY GOOD STANDING
through January 16, 2012

Registered Agent: C T CORPORATION SYSTEM
350 N. ST. PAUL ST. STE. 2900
DALLAS, TX 75201

Registered Agent Resignation Date:

State of Formation: TX

File Number: 0006732410

SOS Registration Date: February 16, 1993

Taxpayer Number: 17524680836

texas.gov | Statewide Search from the Texas State Library | State Link Policy | Texas Homeland
Security

Susan Combs, Texas Comptroller e Window on State Government e Contact Us
privacy and Security Policy | Accessibility Policy | Link Policy | Public Information Act | compact
with Texans
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Attachment C

State Comptroller’s Recommendation



[ H WW L. WIHDOW . STATE.TK.US 512-463-4000 ¢ TOLL FREE! 1-800-531-5441 * FAX: 512-463-4965

November 8, 2011

Clarke Boyd

Superintendent

Pecos Barstow Toyah Independent School District
1302 S. Park St.

Pecos, Texas 79772

Dear Superintendent Boyd:

On Oct. 17,2011, the agency received the completed application for a limitation on appraised value
originally submitted to the Pecos Barstow Toyah Independent School District (Pecos Barstow Toyah 1SD)
by Southern Union Gas Services, LTD (Southern Union Gas) on Aug. 18, 2011, under the provisions of
Tax Code Chapter 313. This letter presents the Comptroller’s recommendation regarding Southern Union
Gas’ application as required by Seclion 313.025(d), using the criteria set out by Section 313.026. Our
review assumes the truth and accuracy of the statements in the application and that, if the application is
approved, the applicant would perform according to the provisions of the agreement reached with the
school district. Filing an application containing false information is a criminal offense under Texas Penal
Code Chapter 37.

According to the provisions of Chapter 3 13, Pecos Barstow Toyah 1SD is currently classified as a rural
school district in Category 3. The applicant properly applied under the provisions of Subchapter C, as
applicable to rural school districts, and the amount of proposed qualified investment ($130,000,000) 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.

Southern Union Gas is proposing (he construction of a manufacturing facility in Reeves County. Southern
Union Gas is an active franchise taxpayer, as required by Tax Code Section 3 13.024(a), and is in good
standing. After reviewing the application using the criteria listed in Section 313,026, and the information
provided by Southemn Union Gas, the Comptroller’s reccommendation is that Southern Union Gas’
application under Tax Code Chapter 313 be approved.

Our recommendation does not address whether the applicant has complied with all Chapter 313
requirements. Chapter 313 places the responsibility to verify that all requirements of the statute have been
fulfilled on the school district. 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 npplication is in the best 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,

.




Mr. Clarke Boyd
November 8, 2011
Page Two

The Comptroller's recommendation is based on the final, completed application that has been submitted
ta this office, and may not be used to support an approval if the application is modificd, the information
presented in the application changes, or the limitation agreement does not conform to the application.
This recommendation is contingent on the following:
1. No later than 10 days prior to the meeting scheduled by the district to consider approving
the agreement, applicant submitting to this office a draft limitation agreement that
complies with the statutes, the Comptroller's rules, and is consistent with the application;
2. The Comptroller providing written confirmation that it received and reviewed the draft
agreement and alfirming the recommendation made in this letter;
3, The district approving and executing a limitation agreement that has been reviewed by
this office within a year from the date of this letter. As required by Comptroller Rule
9.1055 (34 T.A.C. 9.1055), the signed limitation agreement musl be forwarded to our
office as soon as possible after execution;

During the 81st Legislative Session, House Bill 3676 mude a number of changes to the chapter. Please
visit our Web site at www.window.state.tx.us/taxinfo/proptax/hb1200 to find an outline of the program
and links to applicable rules and forms.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email al robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973.

Sincerely,

artig A. Hubert
Depujy Comptroller



Attachment D

Economic Analysis



Eeonomic Impact for Chapter 313 Project

Applicant Southern Union Gas Services, LTD
Tax Code, 313.024 Eligibility Category Manufacturing
School District Pecos Barstow Toyah [SD
2009-10 Enrollment in School District 2,193
County Reeves
Total Investment in District $130,000,000
Qualified Investment $130,000,000
Limitation Amount $10,000,000
Number of total jobs committed to by applicant 10
Number of qualifying jobs committed to by applicant 10
Average Weekly Wage of Qualifying Jobs committed to by applicant $876
Minimum Weekly Wage Required Tax Code, 313.05 1(b) $876
Minimum Annual Wage committed to by applicant for qualified jobs $45,531
Investment per Qualifying Job $13,000,000
Estimated 15 year M&O levy without any limit or credit: $15,467,956
Estimated gross 15 year M&O tax benefit $9,660,321
Estimated 15 year M&O tax benefit (afier deductions for estimated

school district revenue protection--but not including any deduction for

supplemental payments or extraordinary educational expenses): $9,583,213
Tax Credits (estimated - part of total tax benefit in the two lines above -

appropriated through Foundation School Program) $971,895
Net M&O Tax (15 years) After Limitation, Credits and Revenue

Protection: $5,884,743
Tax benefit as a percentage of what applicant would have paid without

value limitation agreement (percentage exempted) 62.0%
Percentage of tax benefit due to the limitation 89.9%
Percentage of tax benefit due to the credit. 10.19%




This presents the Comptroller’s economic impact evaluation of Southern Union Gas (the project) applying to Pecos
Barstow Toyah 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)
(N
(8)
®
(10)

(tn
(12)

(13)
(14)

(15)
(16)

(17

(18)

(19)
(20)

the recommendations of the comptroller;

the name of the school district;

the name of the applicant;

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 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, Government Code, as that section existed before February [, 1999,

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

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 qualified property of the applicant as determined by the comptroller;

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 future 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 ten new jobs when fully operational, All ten 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 Permian Basin Regional Planning Commission Region, where
Reeves County is located was $41,392 in 2010. The annual average manufacturing wage for 2010 for Reeves
County is $19,643. That same year, the county annual average wage for all industries was $31,928, In addition to a
salary of $45,531, each qualifying position will receive benefits such as medical and dental insurance, life
insurance, AD&D and long-term disability insurance, 401K savings plan, vacation and holiday pay. Southem
Union Gas Services, LTD also offers an enhancement to the Savings Plan to allow eligible employees to receive an
additional, non-discretionary employer contribution referred to as a retirement power contribution. The project’s
total investment is $130 million, resulting in a relative level of investment per qualifying job of $13 million.

Ability of applicant to locate to another state and [313,026(9)]

According to Southern Union Gas® application, “Southern Union Gas Services, LTD is a leading natural gas
gathering and processing company, whose primary activities include gathering, treating, processing and
transporting natural gas and natural gas liquids to a variety of markets, including power generating companics,
wtilities, energy marketers and industrial users within the Southwestern United States. The company operates
approximately 4,600 miles of pipelines, with five cryogenic plants and six natural gas treating plants within Texas
and New Mexico. The company is currently in negotiations with both the state of New Mexico and Eddy County
as a perspective site for the gas processing facility, along with this location in Reeves County.”

Number of new facilities in region [{313.026(12)]

During the past two years, two projects in the Permian Basin Regional Planning Commission 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 Southern Union Gas 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 Cluster
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 1 depicts Southern Union Gas’ estimated economic impact to Texas. It depicts the direct, indirect and
induced effects to employment and personal income within the state. The Comptroller's office calculated the
economic impact based on 15 years of annual investment and employment levels 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 Southern Union Gas

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2012 200 163 | 363 | $7,200,000 $9,800,000 [ $17,000,000
2013 210 194 | 404 [ $7,655,310 $14,344,690 | $22,000,000
2014 10 48 58 $455,310 $5,544,690 [ $6,000,000
2015 10 45 55 455,310 $5,544,690 $6,000,000
2016 10 43 53 $455,310 $5,544,690 |  $6,000,000
2017 10 46 56 $455,310 $5,544,690 |  $6,000,000
2018 10 45 35 $455,310 $5,544,690 |  $6,000,000
2019 10 48 58 $455,310 $5,544,690 | $6,000,000
2020 10 50 60 $455,310 $5,544,690 $6,000,000
2021 10 50 60 $455,310 $5,544,690 $6,000,000
2022 10 47 57 $455,310 $6,544,690 $7,000,000
2023 10 53 63 $455,310 $6,544,690 |  $7,000,000
2024 10 48 58 $455,310 $6,544,690 $7,000,000
2025 10 30 60 $455,310 $7,544,690 |  $8,000,000
2026 10 33 63 $455,310 $7,544,690 $8,000,000

Source: CPA, REMI, Southern Union Gas

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in 2010. Pecos Barstow
Toyah ISD's ad valorem tax base in 2010 wus $982.2 million. The statewide average wealth per WADA was
estimated at $345,067 for fiscal 2010-201 1. During that same year, Pecos Barstow Toyah ISD's estimated wealth
per WADA was $337,335. The impact on the facilities and finances of (he district are presented in Attachment 2,

Table 2 examines the estimated direct impact on ad valorem laxes to the school district, Reeves County, and Reeves
County Hospital District, with all property tax incentives sought being granted using estimated market value from
Southern Union Gas' application. Southern Union Gas has applicd for both a value limitation under Chapter 313,
Tax Code and a tax abatement with the county and hospital district. Table 3 illustrates the estimated tax impact of
the Southerm Union Gas project on the region if all taxes are assessed.



‘Fuble 2 Fslimoted Direct Ad Valorem Toxes with oll property tox incontives sought .
Pecos-Barslow{ Pecos-Darslow
Toyah ISD Toyah ISD Reeves
Pecos- Pecos-  |M&O nnd 1&S|M&O ond 1&5 County
Estimated Estinated Bustow- | Borstows | Tnx Levies | Tax Levies HReeves Hospitnl Estimated
Toxnble value | Toxuble valoe Toyah 1SD | Toynh ISD |(Beflore Credit (After Credit | County Tox | Distriet Tox Tolol Property
Year for 1&8 for M&O T&S Levy [M&O Levy|  Credited) Crediled) Levy Levy Taxes
Tox Rale' 0.2270 1.040 0.3962 0.5845
2012 $28,400 $28.400 $64 $295) $3160] $360 $113 S166 $638
2013] $104,028,400] $104,028,400 $236,144] $1.081,895 $1,318,040 §1,318,040] §206,070 $304,018 $1,828,127
2014] $126.908.400]  $10,000,000 $288,082]  S104,000 $302,082 $392,082 £251,393 $170,883 $1,014,358
2015 $123,102,000] _ $10,000,000 $279.442]  S104,000 $383.442 $243,742 $243,853 $359,759 $847,354
2006 $119.409,792]  $10,000,000 $271,060]  $104,000 $375,060 $235,361 $236,539] $348,969 $820,869
2017] $115,828,350]  $10,000,000 $262,930]  $104,000 $366.930] §227.231 £229,444 $338,503 $195,178
2018] $112,354,352]  $10.000,000 $255,044]  $104,000 $3159,044 §219,345 $222,563 $318,350) $770,258
2010) $108,984,573]  $10,000,000 $247,395]  $104.000 $351,395 $211,696 $215,888 $318,502 $746,085
2020] $105,715.888]  $10,000,000 §239,975|  $104,000 $343,975 $204,276 $209413 $308.949 $721,638
20211 $102,545,263]  $10,000,000 $212,778]  $104,0K0 $336,778) $197,078 $203,132 $299,683 £699,894
2022]  $99.469,757  $99.469.757 §225796] $1,034,485 $1,260,282]  §1,260,282 $197,040 $290,695 $1,748,017
2023]  $96,486,517]  $96.486,517 $219,024] $1,003.460 $1,222.484 $1,222.484 $382,260 $563,954 §2,168,698
2024]  $93,592,773|  $93.592,773 §212,456]  $973,365]  $1.185,820 $1,185,820 $370,796 $547,040 $2,103,657
2025 $90,785842|  $90,785,842 $206,084]  $944,173 $1,150,257 $1,150,257 $359.675 §530.634 52,040,566
2026]  $88.063.119]  $88.063,119 S199.903|  $915,856 $1,115,760 $1,115,760 $34B.88R £514,720 $1,979,368
Tolol $9,183,813 §3,677,066 $5424 R27|  $18,285.906
Assumes School Vobe Limintion and Tax Abatemenis from Recves County and Recves County Hospita) District

Source: CPA, Southern Union Gas
"Tax Rate per $100 Valuation

Tuble 3 Fstliated Direet Ad Volorem Taxes without propeity lox incentives
) Reeves
Pecos- Pecos- Pecos-Torstow County
Estimated Estimated Borstow- | Barstow- Toyah 15D Reeves Hospital Estimated
Tuxuble value | Toxale value Toyeh ISD | Toyah 1SD M&O and 1&S| County Tox | District Tax | Total Properly
Year for 1&S for MEO 1&S Levy |M&O Levy Tox Levies Levy Levy Tuxes
Tax Rate! 0.2270 1.0400}, { 0.3962 0.5845

2012 $28.400 $28.400 S64 5295\ / §360) 5113 $166 $638
2013| §104,028,400[ $104,028.400 §236,144] $1,081,895 \ / $1,318.040 $412,140 $608,036 §2,338.215
2014] $126.908.400[ $126.908.400 $288,082} $1,319.,847 \‘. { £1,607.929, $502,786 §741,767 $2,852,482
2015 $123,102,000 $123,102,000 £279,442] §1,280,261 \. ,r’ $1,559,702 $487,706 §719.519 $2,766.927
2016 $119.409,792] $119.409,792 £271.060] $1.241.862! \\ §1,512,922 §473,078 $697,938 $2,683,938
2017 $115.828,350] $115,628,350 $262,930] $1,204,615 '\ $1,467,545 £458,889 $677,005] 52.603.439!
2018 $112,354,352] $112,354,352 $255,044] $1,168.485 \ $1,423.530} £445,125 8656,100] §2,525,355)
2019 $108984,573] $108,984,573 £247,395] $1,133,440 f,‘ 'n\ 51,380,835 £431,775 $637,004) $2,449,614
2020 $105,715.888] $105,7158868 $239.975] $1,099,443 / $1,339.420 $418,825 $617,899) £2,376,144
2021 $102,545,263] $102,545.263 $232,778] $1,066471 / : §1,299,248 $406.264 $599,367 $2,304,879
2022)  §99.469.757]  $99.469,757 $225,796] $1,034.485 / ‘\ 51,260,282 $394,079 $581,391 $2,235,752
2023f  $96,486.517]  $96,486,517 $219,024) $1,003460 / \ $1,222,484 $382,260 $563,954 $2,168.698)
2024  §93,592,713}  $93.592.773 §212,456]  $973,365 / \ $1,185,820 $370,796 $547,040] £2,103,657
2025]  490,785.842]  $90,785.842 $206,084)  $944,173 / \ $1,150,257 $359.675 $£530,634 $2,040,566
2026| $86,063.119]  $88,063.119 5199,003 $915.856 \ $1,115,760 $348.888 $514,720 $1.979,368

Tofal $18,844,134 $5,892,399 $8,693,140] $33,429,673

Source: CPA, Southern Union Gas
ITax Rate per $100 Valuation



Attachment 1 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. “Table 5" in this attachment shows the estimated 15 year M&O tax levy without the value limitation
agreement would be $$15,467,956. The estimated gross 15 year M&O tax benefit, or levy loss, is $89,660,321.

Attachment 3 is an economic overview of Reeves County.

Disclalmer: 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 requirerment of Chapter 313 of the Tax Code and is
not intended for any other purpose.
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1701 Narth CongressiAve.

Robert Scott
Commissiones

October 31, 2011

Mr. Robert Wood

Director, Economic Development and Analysis
‘Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Building

111 East 17th Streel

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 Southern Union Gas Services Lid. project on the
number and size of school facilities in Pecos-Barstow-Toyah Independent School District
(PBTISD). Based on the analysis prepared by Moak, Casey and Associates for the
school district and a conversation with the PBTISD superintendent, Mr. Clarke Boyd, the
TEA has found that the Southern Union Gas Services Ltd. project would not have a
significant impact on the number or size of school facilities in PBTISD.

Please feel free to contact Al McKenzie, manager of forecasting, facllities, and

transportation, by phone at (512) 463-9186 or by email at al. nckenzie@tea.state.bx.us if
you need further information regarding this issue.

Sincerely,

'%ﬂ),x&,éﬁm @'gﬁ/

Belinda Dyer
Division Manager
Office of School Finance

BD/hd



1701 North Congress Ave.

S Astin, Texas 78701-1494 = 512/463:97341+ /512 463:083B FAX s Wwwwi.taaistate.tr.us

Robert Scofi

Cominissione

October 31, 2011

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 Southern Union Gas Services Ltd. project for the Pecos-Barstow-Toyah
Independent School District (PBTISD). Projections prepared by our Office of School
Finance confirm the analysis that was prepared by Moak, Casey and Associates and
provided to us by your division. We believe their assumptions regarding the potential
revenue gain are valid, and their estimates of the impact of the Southern Union Gas
Services Ltd. project on PBTISD 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@tea.state.tx.us if
you need further information regarding this issue.

Sincerely,

Belinda Dyer
Division Manager

Office of School Finance

BD/hd



Thureday, November 03, 2011
Reeves County

Populaiion
Tolal county population in 2010 for Reaves Counly: 11,187, up 0.5 parcent from 2009. State population Increased 1.8 percent in the
same time period. Reeves County was the slale's $5th largest counly In population In 2010 and the 144ih fastest growing county (rom
2009 1o 2010. Reaves Counly's populalion in 2009 was 23,8 parcent Anglo (below the state averago of 46.7 percent), 2.4 parcent
Afrflcan-American (below the slale average of 11.3 percent) and 72,6 percent Hispanic (abave the slate average of 36.9 percent).

2009 population of the largesl cilies and places in Reeves Counly:
Pacos: 7,782 Balmorhea: 445

Toyah: a5

Economy and Income

Employment
September 2011 lolal employment in Reeves Counly: 4,282, up 1.4 percent from Seplember 2010. State tolal employmenl increased
0.9 percent during the same period.
September 2011 Reeves County unemployment rate: 10.7 percent, up from 10.2 percant in Seplember 2010. The slalewide
unemployment rate for Seplember 2011 was 8.5 percent, up from 8.2 parcenl in September 2010,
Seplember 2011 unemployment rale in the city of:

(Note: County and state unemployment rates are adjusted for seasonal fluctuafions, but the Texas Workforce Commission
clty unemployment rates are not. Seasonally-adjusted unemployment rates are not comparable with unadjusted rates).

Income
Reeves Counly's ranking In por caplla personal income in 2009: 225th with an average per caplia income of $26,779, up 3.4 percent
from 2008. Slatewlde average per capita personal Incoma was $38,600 in 2009, down 3.1 percent fram 2008,

Industry '
Agricultural cash values In Resves Counly averaged $19.96 million annually from 2007 to 2010. Counly total agricullural values in 2010
were up 6.3 percent from 2009, Major agricullure relaled commodilies In Reeves Counly during 2010 included:

Pecans Hay Other Crop Other Beel Allalla

2011 oll and gas production In Reeves County: 1.2 milllon barrels of oil and 17.8 million McT of gas. In Seplember 2011, there were
814 producing oll wells and 295 producing gas walls.

Taxes

Sales Tax - Taxable Sales
Taxable sales In Reaves Counly during the fourlh quarler 2010: $19.03 million, up 11.7 parcent from the sama quarler in 2009.
Taxable sales during tha fourth quarter 2010 In the cily ol:

Pacos: £17.08 million, up 18.7 percent from the same quarter In 2009

Balmorhes: $147,104.00, up 1.1 percent from lhe same quarler In 2009,

Toyah: $0.00, down 100.0 percent from the same quarler in 2009,
Annual (2010)

Taxable sales In Reaves County during 2010: $74.63 million, up 12.7 percent from 2009, Reeves Counly sent an eslimaled $4.66 million {or
0.03 percent of Texas' laxable sales) in slale sales laxes o the slale lreasury in 2010. Taxable sales during 2010 in the clly of:

Pacos: $64.83 million, up 13.8 percent from 2009.
Balmorhea: £607,936.00, up 31.4 percent from 2009,
Toyah: $15,498.00, down 65.2 percenl from 2009.

Sales Tax — Local Sales Tax Allocations
Monthly
Slatewide paymenls based on the sales activity month of August 2011: $505.22 million, up 13.9 percent from Augusi 2010,
Payments to all cilles In Reaves Counly based on lhe sales aclivity month of August 2011: $155,949.11, up 64.2 percent lrom August
2010, Paymen! based an the sales aclivity month of Augus! 2011 to the cily of:

Pecos: $151,800.73, up 65.0 percant from August 2010,

Balmorhea: $3,265.00, up 38,0 percent from August 2010.

Toyah! $793.38, up 41,6 percent from August 2010,
Annual (2010)

Statewlde payments based on sales aclivity months in 2010; $6.,77 billion, up 3.3 percent rom 2000. Paymants to all cilles in Reeves
Counly based on sales aclivily months in 2010 $1.24 million, up 8.8 percent from 2009. Payment based on sales aclivily months In 2010

to the clly of:
Pecos: $1.21 million, up 9.0 percent from 2009,
Balmorhea; §29,796.84, up 20.9 percent from 2008,
Toyah: $4,534.63, down 49.4 percent from 2009,

ﬁ
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Praperty Tax
As of January 2009, proparly valuas in Resves Counly: $812.61 million, down 10.1 parcent from January 2008 values. The proporly
lax base per person in Reaves Counly Is 573,566, below the statewlde average of $85,609. About 46,8 percent of the property lax base
is derived from o#, gas and minerals.

State Expenditures
Reaves Counly's ranking in stale expendilures by county in fiscal year 2010: 1541h, Stale expenditures In the county for FY2010:

§45.41 million, up 0.1 percent from FY2009.
In Reeves County, 9 slate agencies provide a lotal of 82 jobs and $860,501 million in annualized wages (as of 1sl quarter 2011).
Major state agencles In the county (as of first quarter 2011):

Department of Transporlation

Department of Public Safely

Heallh & Human Services Commlssion

Parks & Wildlife Deparlment

AgrilLlfe Research

Higher Education
Community collages in Reeves Counly fall 2010 enroliment;

None.

Reeves County is In the service area of the following:
Odessa College wilh a fall 2010 enrolimant of 5,211. Counlies In the service area Include:
Andrews County
Brewslar Counly
Crana Counly
Culberson County
Eclor County
Gaines Counly
Jelf Davis Counly
Loving County
Presidio County
Reeves County
Uplon Counly
Ward County
Winkler Counly

Instilutions of higher education in Reeves County fall 2010 anroliment:
None.

School Districts
Reeves County had 2 school districls wilh 6 schools and 2,352 studanls in the 2009-10 school year.

(Statewida, the average teachor salary in school year 2009-10 was $48,263. The percentage of studants, statewide, meating
the 2010 TAKS passing standard for all 2008-10 TAKS tests was 77 parcent.)

Balmorhea 18D had 159 students in the 2009-10 school year. The average teacher salary was $39,812, The
percenlage of sludenls meeling the 2010 TAKS passing standard for all lesls was 78 parcent,

Pacos-Barstow-Toyah ISD had 2,193 students In the 2009-10 school year. The average leacher salary was $46,629.
The percentage of sludenls meeling the 2010 TAKS passing standard for all lesls was 61 parcanl.

M
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SUMMARY OF FINANCIAL IMPACT OF THE PROPOSED
SOUTHERN UNION GAS SERVICES, LTD PROJECT ON THE
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REQUESTED CHAPTER 313 PROPERTY VALUE LIMITATION
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Estimated Impact of the Proposed Southern Union Gas
Services, LTD Project on the Finances of Pecos-
Barstow-Toyah ISD under a Requested Chapter 313
Property Value Limitation

Introduction

Southern Union Gas Services, LTD (Southern Union Gas) has requested that the Pecos-Barstow-
Toyah ISD (PBTISD) consider granting a property value limitation under Chapter 313 of the Tax
Code for a new gas processing facility. An application was submitted to PBTISD on August 18,
2011. Southern Union Gas proposes to invest $130 million to construct a new gas processing
project in PBTISD.

The Southern Union Gas project is consistent with the state’s goal to “encourage large scale
capital investments in this state.” When enacted as House Bill 1200 in 2001, the original language
in Chapter 313 of the Tax Code made companies engaged in manufacturing, research and
development, and renewable electric energy production eligible to apply to school districts for
property value limitations. Subsequent legislative changes expanded eligibility to clean coal
projects, nuclear power generation and data centers, among others.

School Finance Mechanics

Under the provisions of Chapter 313, PBTISD may offer a minimum value limitation of $10
million. Based on the application, the qualifying time period would begin with the 2012-13
school year. The full taxable value of the investment is expected to reach $126.9 million in 2014-
15, with a moderate rate of depreciation expected to reduce the taxable value of the project over
the course of the value limitation agreement.

The provisions of Chapter 313 call for the project to be fully taxable in the 2012-13 and 2013-14
school years, unless the District and the Company agree to an extension of the start of the
qualifying time period. For the purpose of this analysis, it is assumed that the qualifying time
period will be the 2012-13 and 2013-14 school years. Beginning in 2014-15, the project would
go on the local tax roll at $10 million and remain at that level of taxable value for eight years for
maintenance and operations taxes. The full taxable value of the project could be assessed for debt
service taxes on voter-approved bond issues throughout the limitation period, with PBTISD
currently levying a $0.227 per $100 I&S tax rate.

Under the current school finance system, the property values established by the Comptroller’s
Office that are used to calculate state aid and recapture lag by one year, a practical consequence
of the fact that the Comptroller’s Office needs this time to conduct their property value study and
now the planned audits of appraisal district operations in alternating years. A taxpayer receiving a
value limitation pays M&O taxes on the reduced value for the project in years 3-10 and receives a
tax bill for 1&S taxes based on the full project value throughout the qualifying and value
limitation period (and thereafter). The school funding formulas use the Comptroller’s property
values that reflect a reduction due to the property value limitation in years 4-11 as a result of the
one-year lag in property values.

School Finance Impact Study - PBTISD Page |1 September 22, 2011
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For the school finance system that operated prior (o the approval of House Bill 1 (HB 1) in the
20006 special session, the third year was typically problematical for a school district that approved
a Chapter 313 value limitation. This penerally resulted in a revenue loss (o the school district in
the third year of the agreement that would not be reimbursed by the state, but require some type
of compensation from the applicant in the revenue protection provisions of the agreement. In
years 4-10, smaller revenue losses would be anticipated when the state property values are
aligned at the minimum value established by the Board on both the local tax roll and the

corresponding state property value study, assuming a similar deduction is made in the state
property values.

Under the HB 1 system, most school districts received additional state aid for tax reduction
(ASATR) that was used to maintain their target revenue amounts established at the revenue levels
under old law for the 2005-06 or 2006-07 school years, whichever was highest. In terms of new
Chapter 313 property value limitation agreements, adjustments to ASATR funding often
moderated the impact of the reduced M&O collections as a result of the limitation, in contrast
with the earlier formula-driven finance system.

In the case of HB 3646—the school finance system changes approved by the Legislature in
2009—the starting point was the target revenue provisions from HB 1, that were then expanded
through the addition of a series of school funding provisions that had operated previously outside
the basic allotment and the traditional formula structure, as well as an additional $120 per WADA

guarantec.

Under the provisions of HB 3646, school districts did have the potential to earn revenue above
the $120 per WADA level, up to a maximum of $350 per WADA above current law. Initial
estimates indicate that about 70 percent of all school districts were funded at the minimum $120
per WADA level, while approximately 30 percent school districts were expected to generate
higher revenue amounts per WADA in the 2009-10 school year. This is significant because
changes in property values and related tax collections under a Chapter 313 agreement once again
have the potential to affect a school district’s base revenue, although probably not to the degree
experienced prior to the HB 1 target revenue system.

The formula reductions enacted under Senate Bill 1 (SB 1) as approved in the First Called
Session in 2011 are designed to make $4 billion in reductions to the existing school funding
formulas for the 2011-12 and 2012-13 school years. For the 2011-12 school year, across-the-
board reductions were made that reduced each district’s WADA count and resulted in an
estimated 797 school districts still receiving ASATR to maintain their target revenue funding
levels, while an estimated 227 districts operating directly on the state formulas.

For the 2012-13 school year, the SB 1 changes called for smaller across-the-board reductions and
funding ASATR-receiving target revenue districts at 92.35 percent of the level provided for under
the existing funding formula. For the 201 3-14 school year and beyond, the ASATR reduction
percentage will be set in the appropriations bill. The recent legislative session also saw the
adoption of a statement of legislative intent to no longer fund target revenue (through ASATR) by
the 2017-18 school year,

One key element in any analysis of the school finance implications is the provision for revenue
protection in the agreement between the school district and the applicant. In the case of the
Southern Union Gas project, the agreement calls for a calculation of the revenue impact of the
value limitation in years 3-10 of the agreement, under whatever school finance and property tax
laws are in effect in each of those years. This meets the statutory requirement under Section
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313.027(1) (1) of the Tax Code to provide school district revenue protection language in the

agreement.

Underlying Assumptions

There are several approaches that can be used to analyze the future revenue stream of a school
district under a value limitation. Whatever method is used, a reasonable analysis requires the use
of a multi-year forecasting model that covers the years in which the agreement is in effect. The
Chapter 313 application now requires 15 years of data and analysis on the project being
considered for a property value limitation.

The approach used here is (0 maintain static enrollment and property values in order to isolate the
cffeets of the value limitation under the school finance system. The current SB 1 reductions are
reflected in the underlying models. With regard to ASATR funding, the 92.35 percent reduction
enacted for the 2012-13 school year is continued, since future changes are dependent on
legislative action that is difficult to predict. While there is a statement of intent to no longer fund
target revenue by the 2017-18 school year, implementing this change will require future
legislative action, with any changes coming through the appropriations process, statutory
changes, or both. The yield for the additional four cents of tax effort eligible under Tier II, Level
2 is maintained at $59.97 per WADA over the forecast period, consistent with the value used in
state funding for the current biennium.

Student enrollment counts are held constant at 2,040 students in average daily attendance (ADA)
in analyzing the effects of the Southern Union Gas project on the finances of PBTISD. The
District’s local tax base reached $1.0 billion for the 201 | tax year. The underlying $1.0 billion
taxable value for 2011-12 is maintained for the forecast period in order to isolate the effects of the
property value limitation. PBT 1SD is not a property-wealthy district, with wealth per weighted
ADA or WADA of approximately $326,855 for the 2011-12 school year. These assumptions are
summarized in Table 1.

School Finance Impact

A baseline model was prepared for PBTISD under the assumptions outlined above through the
2025-26 school year. Beyond the 2010-11 school year, no attempt was made to forecast the 88"
percentile or Austin yield that influences future state funding, beyond the current $59.97 yield per
WADA, as noted previously. In the analyses for other districts and applicants on earlier projects,
these changes appeared to have little impact on the revenue associated with the implementation of
the property value limitation, since the baseline and other models incorporate the same underlying

assumptions.

Under the proposed agrecment, a second model is established to make a calculation of the
“Baseline Revenue” by adding the value of the proposed Southern Union Gas facility to the
model, but without assuming that a value limitation is approved. The results of the model are
shown in Table 2.

A third model is developed which adds the Southern Union Gas value but imposes the proposed
property value limitation effective in the third year, which in this case is the 2014-15 school year.
The results of this model are identified as “Value Limitation Revenue Model” under the revenue
protection provisions of the proposed agreement (see Table 3). An M&O tax rate of $1.04 is used

throughout this analysis.
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A summary of the differences between these models is shown in Table 4. The model results show
approximately $16.4 million a year in net General Fund revenue.

Under these assumptions, PBTISD would experience a revenue loss as a result of the
implementation of the value limitation in the 2014-15 school year (-$77,108). The revenue
reduction results from the mechanics of the four cents eligible for state aid at the Austin yield.
Once the one-year lag in value associated with the property value study appears in the 2015-16
school year calculations, the revenue losses disappear under the current formulas.

As noted previously, no attempt was made to forecast further reductions in ASATR funding
beyond the 92.35 percent adjustment adopted for the 2012-13 school year. One risk factor under
the estimates presented here relates to the implementation of the value limitation in the 2014-15
school year. The formula loss of $77,108 cited above between the base and the limitation models
is based on an assumption of $1.2 million in M&O tax savings for Southern Union Gas when the
$10 million limitation is implemented. In order to offset this reduction, a $1,.17 million increase
in ASATR funding is calculated under the assumptions used here for the 2014-15 school year.

Given that the ASATR amount falls below the anticipated tax savings for the project in the first
year of implementation of the agreement, there is no financial risk to the District as a result of the
adoption of the value limitation agreement in response (0 future legislative changes in ASATR
funding. But significant or complete elimination of ASATR funding could reduce the residual tax
savings in the first year that the $10 million value limitation takes effect.

With regard to target revenue that is supported by ASATR funding, these estimates assume a
target of $5,713 per WADA for PBTISD, compared with the state average of $5,185. The
District’s property wealth per WADA is estimated to be $326,845, about $40,000 in excess of the
state average but well below the recapture level at the compressed tax rate of $1.00 per $100 of
taxable value,

The Comptroller’s Property Tax Assistance Division announced recently it would be adopting a
rule this fall that would implement the use of two values for school districts for its 2011 state
property value study. These are the state values that will be used to calculate state aid and
recapture in the 2012-13 school year.

At the school-district level, a taxpayer benefiting from a property value limitation has two
property values assigned by the local appraisal district for their property covered by the
limitation: (1) a reduced value for M&O taxes, and (2) the full taxable value for I&S taxes. This
situation exists for the eight years that the value limitation is in effect.

Under the property value study conducted by the Comptroller’s Office through the 2010 tax year,
however, only a single deduction amount was calculated for a property value limitation and the
same value is assigned for the M&O and 1&S calculations under the school funding formulas.
The result of this interpretation is that a “composite” value for a school district with a Chapter
313 agreement is calculated, by averaging the impact of the value reduction across the M&O and
1&S tax levies.

Under the Southern Union Gas request for a value limitation, the 2014 state properly value used
for the 2015-16 school year would be the first year that this change in the value study would be
reflected in funding formula calculations for the new Southern Union Gas project. The
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Comptroller’s anticipated change has been made in the models presented here. This change is
beneficial 1o both the District and the Company.

Impact on the Taxpayer

Table 5 summarizes the impact of the proposed property value limitation in terms of the potential
tax savings under the property value limitation agreement. The focus of this table is on the M&O
tax rate only. As noted previously, the property is fully taxable in the first two years under the
agreement. A $1.04 per $100 of taxable value M&O rate is assumed in 2011-12 and thereafter.

Under the assumptions used here, the potential tax savings from the value limitation total $8.7
million over the life of the agreement. In addition, Southern Union Gas would be eligible for a tax
credit for taxes paid on value in excess of the value limitation in each of the first two years. The
credit amount is paid out slowly through years 4-10 due to statutory limits on the scale of these
payments over these seven years, with catch-up payments permitted in years 11-13, if needed.
The tax credits are expected to total approximately $978,000 over the life of the agreement, with
no unpaid tax credits anticipated and the District to be reimbursed by the state for the tax credit
payments.

The key PBTISD revenue losses are associated with the additional four-cent levy equalized to the
Austin yield and expected to total approximately -$77,108 in the first yearthe value limitation is
in effect under the agreement, The potential net tax benefits are estimated to total $9.6 million
over the life of the agreement. While legislative changes to ASATR funding could increase the
hold-harmless amount owed in the 2014-15 school year, there would still be a substantial tax
benefit to Southern Union Gas under the value limitation agreement for the remaining years that
the limitation is in effect.

Facilities Funding Impact

The Southern Union Gas project remains fully taxable for debt services taxes, with PBTISD
currently levying a $0.227 1&S rate. The value of the Southern Union Gas project is expected to
depreciate at a moderate rate 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 provided for through the state’s facilities program. At its peak taxable value, the project
adds 12.7 percent to PBTISD’s current tax base, which should assist the District in meeting its
debt service obligations.

The Southern Union Gas project is not expected to affect PBTISD in terms of enrollment.
Continued expansion of the natural gas and industrial gas processing industries could result in
additional employment in the area and an increase in the school-age population, but this project is
unlikely to have much impact on a stand-alone basis. Southern Union Gas has indicated there will
be 10 positions associated with operations once the facility is completed.

Conclusion

The proposed Southern Union Gas gas processing project enhances the tax base of PBTISD. It
reflects continued capital investment in industrial gas manufacturing, one of the goals of Chapter
313 of the Tax Code, also known as the Texas Economic Development Act.
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Under the assumptions outlined above, the potential tax benefits under a Chapter 313 agreement

could reach an estimated $9.6 million over the course of the agreement. This amount is net of any
anticipated revenue losses for the District. The additional taxable value also enhances the tax base
of PBTISD in meeting its future debt service obligations.

Table 1 — Base District Information with Southern Union Gas Services, L'TD Project Value and Limitation

Values
CPTD CPTD
Value Value
with with
M&O 188 CAD Value Project  Limitation
Year of School Tax Tax CAD Value with CPTD with CPTD With per per
Agreement  Year ADA WADA Rate Rate with Project Limitation Project Limitation WADA WADA
1 2012-13  2,040.00 290846 $1.0400 $0.2270 $953,989,787 $053,989,767  $950,642,367 $050,642,367  $326,8556  $326,855
2 2013-14  2,040.00 290846 $1.0400 $0.2270 $1,057,989,787  $1,057,989,787  $950,670,767 $950,670,767  $326,865  $326,865
3 2014-15 204000 290846 $1.0400 $0.2270 $1080,869,787  $963,061,387  $1,054,670.767  $1,054,670,767 $362,622  $362,622
4 2015-16  2,040.00 2,908.46 $1.0400 $0.2270  $1,077,063,387 $963,961,387  $1,077,550,767 $960,642,367  $370,489  $330,293
5 201617 2,040.00 2,908.46 §$1.0400 §0.2270  $1,073,371,179 $963,961,387  $1,073,744 367 $960,642,367  $369,180  $330,293
6 2017-18  2,040.00 2,908.46 $1.0400 $0.2270  $1,069,789,737 $963,961,387  $1,070,052,159 $060,642,367  $367,911  §330,293
7 201819 2,040.00 290846 $1.0400 $0.2270 $1,066,315,739  $963.961,367  $1,066,470,717 $960,642,367  $366,679  $330,293
8 2019-20  2,040.00 2,90846 $1.0400 $0.2270  $1,062,945,960 $963,961,387  $1,062,986,719 $960,642,367  $365485  $330,293
9 9020-21 204000 290846 $1.0400 $0.2270 $1,059,677,275 ~ $963,961387  $1,059,626,940  $960,642,367 $364326  $330,293
10 202122 2,040.00 2,90846 $1.0400 $0.2270  $1,056,506,650 $963,961,387  $1,056,358,255 $960,642,367  $363,203  $330,293
" 9022-23  2,040.00 290846 $1.0400 $0.2270  $1,053,431.144  $1,063,431,144  $1,053,187,630 $960,642,367  $362,112  $330,293
12 202324 204000 290846 $1.0400 $0.2270  $1,050,447,904  $1,050,447,904  $1,050,112,124 $1,050,112,124  $361,055  $361,055
13 2024-25 2,040.00 290846 $1.0400 $0.2270  $1,047,554,160  $1,047,554,160  $1,047,128,884 $1,047,128,884  $360,029  $360,029
14 2025-26  2,040.00 290846 $1.0400 $0.2270  $1,044,747,229  $1044,747.229  $1,044,235,140 $1,044,235,140  $359,034  §359,034
15 2026-27  2.04000 290846 $1.0400 $0.2270  $1,042,024,506  $1,042,024,506  $1,041,428,209 $1,041,428,209  $358,069  $358,069
“Tier Il Yield: $47.65; AISD Yield: $59.97; Equalized Wealth: $476,500 per WADA
Table 2— “Baseline Revenue Model”--Project Value Added with No Value Limitation
State Aid  Recaplure
M&O Taxes Additional From from the
State Aid- Excess Additional ~ Additional  Additional Total
Year of School  Compressed Hold Formula  Recapture Local M&0  M&0Tax  Local Tax General
Agreement Year Rate State Aid  Harmless  Reduction Costs Collections  Collections Effort Fund
1 2012-13 §9,653,804  $5,161,9156  $916,627 $0 50 $385,650 $321,925 $0 $16,439,922
2 2013-14  $10,673,055  $5,161,631 §0 $0 $0 $426,367 $355,891 S0 $16,616,945
3 2014-15  $10,918,673 $4,121579  $692,094 $0 $0 $436,179 $285,168 S0 $16,453,694
4 201516 $10,881,369  $3,892,768  $858,210 $0 $0 $434,689 $268,930 $0  $16,435,965
5 2016-17  $10,845,183  $3,930,833  $956,330 $0 $0 $433,243 $270,521 $0  $16,436,112
6 2017-18  $10,810,083  $3,967,757  $954,506 $0 $0 $431,841 $272,066 $0  $16,436,254
7 2018-19  $10,776,037  $4,003574  $952736 $0 §0 $430,481 $273,566 $0  $16,436,394
8 201920 $10,743,011  $4,038,315  $951,020 $0 $0 $429,162 $275,021 S0 $16,436,530
9 202021 $10,710976  $4,072,015  $949,355 $0 $0 $427,662 $276,434 $0  $16,436,663
10 202122 $10,679,903  $4,104,703  $947,741 $0 $0 $426,641 $277,805 $0  $16,436,793
1 202223 §10,649,761  $4,136,411 $946,174 $0 $0 $425,437 $279,136 $0  $16,436.919
12 202324 $10,620,524  $4,167,168  $944,654 $0 §0 $424,269 $280,427 $0  $16,437,043
13 202425  $10,592,164  $4,197,002  $943,181 $0 $0 $423,136 $281,681 $0  $16,437,163
14 202526 $10,564,655 $4,225940  $941,752 $0 $0 $422,037 $282,897 $0  $16,437,281
15 202627 $10,637.971  $4,254,011  $940,365 $0 $0 $420,971 $284,078 $0  $16,437,396
School Finance Impact Study - PBTISD Page |6 Sceptember 22, 2011
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Table 3 “Value Limitation Revenue Model”--Project Value Added with Value Limit
State Aid  Recaplure
M&O Taxes Additional From from the
State Aid- Excess Additional  Additional ~ Additional Total
Year of School  Compressed Hold Formula  Recaplure Local M&O  M&OTax  Local Tax General
Agreement  Year Rate State Aid  Harmless  Reduction Costs Collections  Collections Effort Fund
i 2012-13 $9,653,604  $5,161915  §916,627 $0 $0 $385,650 $321,925 $0  $16,439,922
2 2013-14  $10,673,055  $5,161,631 $0 §0 $0 $426,367 $355,891 30 $16,616,945
3 2014-15 $0,751,631  $4,121,579  $1,869,236 $0 $0 $389,554 $254,665 S0 $16,376,586
4 2015-16 $9,751,631  §5,061,810  $918,805 §0 50 $389,554 $317,744 $0  $16,439,645
5 2016-17 $9,751,531  $5061,910  $918,906 $0 $0 $389,554 $317,744 $0  $16,439,645
6 2017-18 $9,751,531  $5061,910  $918,905 $0 $0 $389,554 §317,744 $0  $16,439,645
7 2018-19 $9,751,531 $5061910  $918,905 $0 $0 $369,554 $317,744 $0  $16,439,645
8 2019-20 $9,751,531  $5,061,910 $918,905 $0 $0 $389,554 §317,744 $0  $16,439,645
9 2020-21 $0,751,531  §5,061910  $918,905 $0 $0 $369,554 $317,744 S0 $16,439,645
10 2021-22 89,751,531 $5,061,910 $918,905 $0 $0 $389,554 $317,744 80 $16,439,645
11 2022-23  $10,628,378  §5,061,910 $42,068 $0 $0 $424,582 $346,315 $0  §16,503,245
12 202324 $10,599,141  $4,167,168  $966,037 $0 $0 $423,415 $279,863 30  $16,435,624
13 2024-25  $10,570,7861 $4,197,002  $964,563 $0 $0 $422,262 $281,112 S0 $16,435,740
14 2025-26  $10,543,272  $4,225,940 $963,135 $0 $0 §421,183 $282,325 S0 $16,435,854
15 2026-27  $10516,588  $4,254,011 $961,748 $0 $0 $420,117 $283,501 S0 $16,435,965
Table 4 — Value Limit less Project Value with No Limit
State Aid  Recapture
M&O Taxes Additional From from the
State Aid- Excess Additional  Additional  Additional Total
Year of School ~ Compressed Hold Formula  Recapture Local M&0  M&0Tax  LocalTax  General
Agreement  Year Rate State Aid  Harmless  Reduction Costs Collections _ Collections Effort Fund
1 201213 $0 $0 $0 $0 $0 $0 $0 $0 $0
2 2013-14 §0 $0 $0 §0 $0 $0 $0 30 $0
3 201415  -$1,167,142 $0  §1,167,142 $0 $0 -$46,625 -$30,483 S0 -$77,108
4 2015-16  -81,129,838  $1,169,142 -$39,304 $0 $0 -$45,135 $48,814 $0  $3,680
5 2016-17  -$1,003,652  §1,131,077 -$37,425 $0 $0 -$43,669 $47,223 $0  $3533
6 2017-18  -51,058,552  $1,004,153 -$35,601 $0 $0 -$42,287 $45,678 $0 $3.391
7 201819 -$1,024506  $1,068,336 -$33,830 §0 0 -$40,927 $44,178 $0 $3,251
8 2019-20 -$991,480  $1,023,595 -$32,115 $0 $0 -$39,608 $42,723 $0 $3,115
9 2020-21 -$050,445  $989,895 -$30,450 $0 $0 -$36,328 $41,310 §0  $2982
10 2021-22 -$928,372  $957,207 -526,835 $0 $0 -$37,087 $39,939 $0 $2,852
1" 202223 521,383 $925499  -5904,116 $0 $0 -5854 $67,180 $0  $66,325
12 2023-24 -621,383 $0 $21,383 S0 $0 -$854 -$565 $0  -§1,419
13 2024-25 -$21,383 $0 $21,383 $0 $0 -5854 -$569 $0 -§1,423
14 2025-26 -$21,383 §0 $21,383 $0 $0 5854 -$573 S0 81427
15 2026-27 -$21,383 §0 §21,363 $0 $0 -$854 -$576 S0 -$1.43
School Finance Impact Study - PBTISD Page |7 September 22, 2011
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Table 5 - Estimated Financial impact of (he Southern Union Gas Services, LTD Project Property Value
Limitation Request Submitted to PBTISD at $1.04 M&O Tax Rate

Tax
Credits for  Tax Benefit
First Two  to Company School
Estimated Tax Savings Years Before District Estimated
School Project Taxable Value Taxes Before  Taxesafter @ Projected Above Revenue Revenue Net Tax
Year Value Value Savings Value Limit Value Limit M&O Rate Limit Protection Losses Benefits
2012-13 $28,400 $28,400 $0 $295 $295 $0 $0 $0 $0 $0
2013-14  $104,028,400  $104,028,400 $0 $1,081,895 $1,081,895 $0 $0 $0 $0 $0
201415  $126,908,400  $10,000,000  $116,908,400 $1,319,847 $104,000 $1,215,847 $0 $1,215,847 577,108 $1,138,740
201516 $123,102,000  $10,000,000  $113,102,000 $1,280,261 $104,000 $1,176,261 $139,699 $1,315,960 $0 $1,315,960
2016-17  $119,400,792  $10,000,000  $109,409,792 $1,241,862 $104,000 $1,137,862 $139,699 $1,277,561 $0 $1,277,561
2017-18  $115,828,350  $10,000,000  $105,828,350 $1,204,615 $104,000 $1,100,615 $139,699 $1,240,314 $0 $1,240,314
201819 $112,354,352  $10,000,000  $102,354,352 $1,168,485 $104,000 $1,064,485 $139,699 $1,204,185 $0 £1,204,185
2019-20  $108,984,573  $10,000,000  $98,984,573 $1,133,440 $104,000 $1,029,440 $139,699 $1,169,139 $0 $1,169,139
202021 $105,715,888  $10,000,000  $95,715,886 §1,099,445 $104,000 $995,445 $139,699 $1,135,145 $0 $1,135,145
202122 $102,545263  $10,000,000  $92,545,263 §1,006,471 $104,000 $962,471 $139,699 $1,102,170 $0 $1,102,170
2022-23  $99,469,757  $99,469,757 $0 $1,034,485 $1,034,485 $0 $0 $0 $0 $0
202324  $96,486,517  $96,486,517 $0 $1,003,460 $1,003,460 $0 $0 $0 $0 $0
2024-25  $93592,773  $93592,773 $0 $973,365 $973,365 $0 $0 $0 $0 $0
2025-26 590,785,842  $90,785,842 $0 $944,173 $944,173 $0 $0 $0 $0 $0
2026-27  $88,063,119  $86,063,119 $0 $915,856 $915,856 $0 $0 $0 $0 $0
Totals $15,467,956  $6,785,530 $8,682,426 $977,895 $9,660,321 -$77,108  $9,583,213
Tax Credit for Value Over Limit in First 2 Years Year 1 Year 2 Max Credits
$0 $977,895  $977,895
Credits Eamed $977,895
Credits Paid $977,895
Excess Credits Unpaid $0
School Finance Impact Study - PBTISD Page |8 September 22, 2011
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Attachment G

Participation Agreement



AGREEMENT FOR LIMITATION ON APPRAISED VALUE
OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES

by and between

PECOS-BARSTOW-TOYAH INDEPENDENT SCHOOL DISTRICT

and

SOUTHERN UNION GAS SERVICES, LLTD
(Texas Taxpayer ID # 17524680836)

Dated

December 15, 2011



AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS §
COUNTY OF REEVES S

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY
FOR SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter referred
to as this “Agreement,” is exccuted and delivered by and between PECOS-BARSTOW-TOYAH
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 SOUTHERN UNION GAS SERVICES, LTD, a Texas limited partnership (Texas
Taxpayer Identification Number 17524680836), hereinafter referred to as the “Applicant.” The
Applicant and the District are each 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 August 18, 2011, the Superintendent of Schools” of the
Pecos-Barstow-Toyah Independent School District (hereinafter referred to as “Superintendent),
acting as agent of the Board of Trustees of the District (hereinafter referred to as “Board of
Trustees”), received from the Applicant an Application for Appraised Value Limitation on
Qualified Property, pursuant to Chapter 313 of the Texas Tax Code; and,

WHEREAS, on August 18, 2011, the Board of Trustees authorized the Superintendent to
accept, on behalf of the District, the Application from Southern Union Gas Services, LTD, and on
August 18, 2011, the Superintendent 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,

WHEREAS, the Application was delivered to the Texas Comptroller of Public Accounts
(hereinafter referred to as “Comptroller”) for review pursuant to Texas Tax Code § 313.025(d);

and,

WHEREAS, the Comptroller established October 17, 2011 as the completed Application
date; and,

WHEREAS, pursuant to 34 Texas Admininstrative Code § 9.1054, the Application was
delivered for review to the Reeves County Appraisal District established in Reeves County, Texas
(the “Appraisal District”), pursuant to Texas Tax Code § 6.01; and,

Agreement for Limitation on Appraised Value

Between Pecos-Barstow-Toyah Independent School District and Southern Union Gas Services, LTD
Decemer 15, 2011
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WHEREAS, the Comptroller, pursuant to Texas Tax Code § 313.025(d), reviewed the
Application and on November 8, 2011, the Comptroller, via letter, recommended that the
Application be approved; and,

WHEREAS, the Comptroller conducted an economic impact evaluation pursuant (o
Chapter 313 of the Texas Tax Code which was presented to the Board of Trustees at the December
15, 2011 public hearing held in connection with the Board of Trustees’ consideration of the

Application; and,

WHEREAS, the Board of Trustees carefully reviewed the economic impact evaluation
prepared pursuant to Texas Tax Code § 313.026 and carefully considered the Comptroller’s

positive recommendation for the project; and,

WHEREAS, on December 15, 2011, the Board of Trustees conducted a public hearing on
the Application at which it solicited input into its deliberations on the Application from all
interested parties within the District; and,

WHEREAS, on December 15, 2011, 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; (ii) this Agreement is in the best interest of the District and the
State of Texas; (iii) the Applicant is eligible for the limitation on appraised value of the
Applicant’s Qualified Property; (iv) each criterion referenced in Texas Tax Code § 313.025(e) has
been met: and, (v) the jobs creation requirement in Texas Tax Code § 313.025(f-1) exceeds the
industry standard for the number of employees reasonably necessary for the operation of the

Qualified Investment; and,

WHEREAS, on December 15, 2011, the Board of Trustees determined that the Tax
Limitation Amount requested by the Applicant, and as defined in Sections 1.2 and 1.3, below, is
consistent with the minimum values set out by Texas Tax Code §§ 313.022(b) and 313.052, as
such Tax Limitation Amount was computed as of the date of this Agreement; and,

WHEREAS, on , 2011, the District received written notification, pursuant to 34
Texas Administrative Code § 9.1055(e)(2)(A), that the Comptroller reviewed this Agreement, and
reaffirming the recommendation previously made on November 8, 2011 that the Application be

approved; and,

WHEREAS, on December 15, 2011, the Board of Trustees approved the form of this
Agreement for Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes, and authorized the President and Secretary of the Board of Trustees 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 Pecos-Barstow-Toyah Independent School District and Southem Union Gas Services, LTD

Decemer 15,2011
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ARTICLE 1
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 § 31 3.027.

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 the Applicant makes a Qualified Investment in
the amount specified in Section 2.6, below, or greater, between the Commencement Date and the
end of the Qualifying Time Period, the Applicant will be entitled to the Tax Limitation Amount
defined in Section 1.3 below, for the following Tax Years: 2014, 2015, 2016, 2017, 2018, 2019,
2020 and 2021. 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, 2014, the
appraisal date for the third full Tax Year following the Commencement Date.

The period beginning with the Commencement Date of December 15, 2011, and ending on
December 31, 2013, is referred to herein as the “Qualifying Time Period,” as that term is defined in
Texas Tax Code § 313.021(4). The Applicant shall not be entitled to the Tax Limitation Amount
during the Qualifying Time Period.

Unless sooner terminated as provided herein, the limitation on the local ad valorem
property values shall terminate on December 31, 2021. 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 oceurring prior to such termination, or (ii)
affect the right of a Party to enforce the payment of any amount, including any earned Tax 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.

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
Between Pecos-Barstow-Toyah Independent School District and Southern Union Gas Services, LTD

Decemer 15, 2011
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| Full Tax Year Date of School Summary Deseription
of Agreement Appraised Year Tax Year of Provisions
Value
Determination
Partial Year January 1, 2011 2011-12 | 2011 Start of Qualifying Time Period
(Commencing beginning with Commencement
December 15, Date. No limitation on value.
2011) First year for computation of
Annual Limit.

1 January [, 2012 2012-13 | 2012 Qualifying Time Period. No
limitation on value. Possible tax
credit in future years.

2 January 1, 2013 2013-14 | 2013 Qualifying Time Period. No
limitation on value. Possible tax
credit in future years.

3 January 1, 2014 2014-15 | 2014 $ 10 million property value
limitation.

B 4 | January 1, 2015 2015-16 | 2015 $ 10 million property value N
limitation. Possible tax credit
due to Applicant.

5 January [, 2016 2016-17 | 2016 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

B 6 January 1, 2017 2017-18 | 2017 $ 10 million property value N
limitation. Possible tax credit
due to Applicant.

| 7 January 1, 2018 2018-19 | 2018 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

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

o 9 January 1, 2020 2020-21 | 2020 $ 10 million property value 1

limitation. Possible tax credit

Agreement for Limitation on Appraised Value
Between Pecos-Barstaw-Toyah Independent School District and Southern Union Gas Services, LTD
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Full Tax Year Date of School Summary Description
of Agreement Appraised Year Tax Year of Provisions
Value
Determination
due to Applicant.

10 January 1, 2021 2021-22 | 2021 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

11 January 1, 2022 2022-23 | 2022 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

12 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.
13 January 1, 2024 2024-25 | 2024 No tax limitation. Possible tax

Section 1.3.

credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

DEFINITIONS

Wherever used herein, the following terms shall have the following meanings, unless the

context in which used clearly indicates another meaning, to-wit:

“Jecr” means the Texas Economic Development Act set forth in Chapter 313 of the Texas

Tax Code, as ame

nded.

“Affiliate” of any specified person or entity means any other person or entity which
3
tly, through one or more intermediaries, controls, or is controlled by, or is under

directly or indirec

direct or indirect common control with such specified person or entity.

For purposes of this

definition, “control” when used with respect to any person or entity means (i) the ownership,
directly or indirectly, or fifty percent (50%) or more of the voting securitics of such person or
entity, or (ii) the right to direct the management or operations of such person or entity, directly or
indirectly, whether through the ownership (directly or indirectly) of securities, by contract or

Agreement for Limitatior
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otherwise, and the terms “controlling” and “controlled” have meanings correlative to the

foregoing.

“Jogregate Limit” means, for any Tax Year during the term of this Agreement, the
cumulative total of the Annual Limit amount for such Tax Year and for all previous Tax Years
during the term of this Agreement, less all amounts paid by the Applicant to or on behalf of the

District under Article I'V.

“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.

“ fnnual Limit” 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(i). For
purposes of this Agreement, the amount of the Annual Limit shall be calculated for each year by
multiplying the District’s average daily attendance for the applicable school year, as calculated
pursuant to Texas Education 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 or decreased for any
future year of this Agreement. The Annual Limit shall first be computed for tax year 2011, which,
by virtue of the Commencement Date is the first year of the Qualifying Time Period under this

Agreement.

“Applicant” means Southern Union Gas Services, LTD, Texas Taxpayer Identification
Number 17524680836, the company listed in the Preamble of this Agreement who, on August 18,
2011, filed the Original 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.

“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.

“Application” means the Original 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 18,2011 (the “Original Application”) which has been certified by the
Comptroller to constitute a complete final Application as of the date of October 17, 2011. The term
includes all forms required by the Comptroller, the schedules attached thereto, and all other
documentation submitted by the Applicant for the purpose of obtaining this Agreement with the

Agreement for Limitation on Appraised Value
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District. The term also includes all amendments and supplements thereto submitted by the
Applicant.

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

“Appraisal District” means the Reeves County Appraisal District.

“Board of Trustees” means the Board of Trustees of the Pecos-Barstow-Toyah
Independent School District. '

«Commencement Date” December 15, 2011, the date on which this Agreement was
approved by the Board of Trustees.

“Completed _Application _Date™ means October 17, 2011, the date upon which the
Comptroller determined to be the date of its receipt of a completed Application for Appraised
Value Limitation on Qualified Property (Texas Tax Code, Chapter 313, Subchapter B or C),
Comptroller Form 50-296, from the Applicant.

“Comptroller” means the Texas Comptroller of Public Accounts, or the designated
representative of the Texas Comptroller of Public Accounts acting on behalf of the Comptroller.

“Comptroller’s Rules” means the applicable rules and regulations of the Comptroller set
forth at Title 34 of the Texas Administrative Code, Chapter 9, Subchapter F, together with any
court or administrative decisions interpreting same.

“County” means Reeves County, Texas.

"Determination of Breach and Notice of Contract Termination” shall have the meaning
assigned to such term in Section 7.8 of this Agreement

“District” or “School District” means the Pecos-Barstow-Toyah 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.

“Itinal Termination Date” means December 31, 2024. However, any financial obligation
accruing to any Party under this agreement prior to the Final Termination date shall survive until

paid by the Party owing same.

“Force Majeure” means a failure caused by (a) 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

Agreement for Limitation on Appraised Value
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upstream, intermediate or downstream 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; (c) the action,
judgment or decree of any court; (d) floods, storms, hurricanes, 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), labor shortages or unavailability,
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 feedstock, raw materials, equipment, parts or material, or inability of the Applicant to ship,
or failure of carriers to transport to or from the Applicant’s facilities, products (finished or
otherwise), feedstock, raw materials, equipment, parts or material; or (¢) 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 Investment and
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; (ii) the maintenance of at least the number of
New Jobs required by Chapter 313 of the Texas Tax Code from the time they are created until the
Final Termination Date; and (iii) the maintenance of at least the number of Qualifying Jobs set
forth inthe Application from the time they are created until the Final Termination Date.

“M&O Amount” shall have the meaning assigned to such term in Section 3.2 of this
Agreement.

“Maintenance and Operations Revenue” or “M&O 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 reccived by the District under other
agreements similar to this Agreement to the extent that such payments are designed to replace
District M&O Revenue lost as a result of such similar agreements, less (1v) any amounts nccessary
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.
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“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the
Texas Tax Code.

“Net Tax Benefit” means an amount (but not less than zero) equal to: (i) the sum of (A) the
amount of maintenance and operations ad valorem taxes which the Applicant would have paid to
the District for all Tax Years during the term of this Agreement if this Agreement had not been
entered into by the Parties; plus (B) any tax credits received by the Applicant under this
Agreement; minus, (i) an amount equal to 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 during the term of this Agreement, plus (B) any and all payments
due to the District under Article I1I of this Agreement.

“New Jobs” means the total number of “new jobs,” defined by 34 Texas Administrative
Code § 9.1051(14)(C), which the Applicant will create in connection with the project described in
the Application and in the description of the Applicant’s Qualified Investment and Qualified
Property as set forth in Section 2.3, below. In accordance with the requirements of Texas Tax
Code § 313.024(d), eighty percent (80%) of all New Jobs created by Applicant 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,
and 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 Jobs " means the number of New Jobs the Applicant will create in connection
with the project described in the Application and in the description of the Applicant’s Qualified
Investment and the Applicant’s Qualified Property as set forth in Section 2.3, below which meet
the requirements of Texas Tax Code 313.021(3).

“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, and 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 Commencement Date (i.c.,
December 15, 2011) and ends on December 31, 2013.

“State” means the State of Texas.

“Sybstantive 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 Texas Tax Code,
Chapter 313. The term includes, but is not limited to, any application requesting a limitation on
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appraised value and any amendments or supplements, any economic impact evaluation made in
connection with an application, any agreement between the Applicant and the school district and
any subsequent amendments or assignments, any school district written finding or report filed with
the Comptroller as required under this subchapter, and any application requesting school tax
credits under Texas Tax Code, § 313.103.

“Iay Credit” means the tax credit, either to be paid by the District to the Applicant, or to be
applied against any taxes that the District imposes on the Applicant’s 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 the Applicant complies with the requirements
imposed on the Applicant under such provisions, including the timely filing of a completed
application under Texas Tax Code § 313.103 and the duly adopted administrative rules relating

thereto.

“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 § 313.027. That is, for each of the eight (8) Tax
Years 2014, 2015, 2016, 2017, 2018, 2019, 2020, and 2021, 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).

The 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 Texas Tax Code, § 313.022(b) or §

313.052, as applicable.

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

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

“Tevas 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 — Part 2, Texas Administrative Code (including, but not
limited to, § 61.1019), together with any court or administrative decisions interpreting same.
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ARTICLE II
PROPERTY DESCRIPTION
Section 2.1, LOCATION WITHIN A QUALIFIED REINVESTMENT OR KENTERPRISE Z.0NE

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 312 of the Texas
Tax Code. The legal description of the Reinvestment Zone in which the Applicant’s Qualified
Property is located is attached to this Agreement as ExuiBiT 1 and is incorporated herein by

reference for all purposes.
Section 2.2. LOCATION OF QUALIFIED PROPERTY

The location of the Qualified Property upon which the Applicant’s Qualified Investment
will be located (the “Applicant’s Qualified Property”) is described in the legal description which is
attached to this Agreement as EXHIBIT 2 and is incorporated herein by reference for all purposes.
The land described in EXHIBIT 2 (the “Land”) qualifies as Qualified Property, and the Parties
expressly agree that the boundaries of the Land may not be materially changed from its
configuration described in ExniBIT 2 without the express authorization of each of the Parties,

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 (the “Applicant’s Qualified Investment™). The Applicant’s 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 both Section 1.2, above, and the
definition of Qualifying Time Period set forth in Section 1.3, above. The Applicant’s Qualified
Property shall be all property, described in ExHiBIT 3, including, but not limited to the Applicant’s
Qualified Investment, together with the Land described in ExaisiT 2 which: (1) is owned by the
Applicant; (2) is first placed in service after October 17, 2011, the Completed Application Date
established by the Comptroller; and (3) 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 the
Applicant’s Qualified Property for purposes of this Agreement, unless pursuant to Texas Tax Code
§ 313.027(e) 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 for purposes of this

Agreement.

Property owned by the Applicant which is not described on EXHIBIT 3 may not be
considered to be Qualified Property unless the Applicant:
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(a) submits to the District and the Comptroller a written request to add such property to
this Agreement, which request shall include a specific description of the additional

o )

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,

(c) provides any additional information reasonably requested by the District or the
Comptroller that is necessary to re-evaluate the economic impact analysis for the
new or changed conditions.

Section 2.4.  ApPPLICANT’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 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 Applicant’s
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.

Section 2.5. QUALIFYING USE

The Applicant’s Qualified Investment described above in Section 2.3 qualifies for a tax
limitation agreement under Texas Tax Code § 31 3.024(b)(1) as a manufacturing facility.

Section 2.6.  LIMITATION ON APPRAISED VALUE

So long as the 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 cach of the eight (8) Tax Years 2014,
2015, 2016, 2017, 2018, 2019, 2020, and 2021, the Appraised Value of the Applicant’s Qualified
nvestment 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 Texas Tax Code § 313.023.
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ARTICLE I11
PROTECTION AGAINST 1.OSS 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 shall, in accordance with the provisions of Texas Tax Code §
313.027(H)(1), be compensated by the Applicant for any loss that the District incurs in its
Maintenance and Operations Revenue solely as a result of, or on account 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, all such other payments as are set forth in
Article IV. Subject only to the limitations contained in this Agreement (including Section 5.1), it
is the intent 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, and paid by the Applicant to the District in addition to any and all payments due under

Article 1V.

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 resulting from, or on
account of, this Agreement for each year during the term of this Agreement (the "M&O Amount”)
shall be 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 the District means the Original M&O
Revenue minus the New M&O Revenue;

Where:

1. "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 the Applicant’s Qualified
Investment been subject to the ad valorem maintenance and

operations fax.

ii. "New M&O Revenue" means the total State and local Maintenance
& Operations Revenue that the District actually received for such
school year, after all adjustments have been made to such
Maintenance and Operations Revenue because of any portion of this

Agreement.
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In making the calculations required by this Section 3.2:

Section 3.3.

i

iil.

v.

V.

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 as 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 i/, of this Agreement
relating to the definition of “New M&O Revenue” 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. The Applicant shall not be responsible to reimburse the
District for other revenue losses created by other agreements or any
other factors not contained in this Agreement.

COMPENSATION FOR LLOSS 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 the Applicant, any applicable tax credit to which the 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-;

(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 the
Applicant’s Qualified Investment 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 increasc in student enrollment
attributable to the Applicant’s Qualified Investment; and
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(c) any other loss of the District’s revenues which directly result from, or are
reasonably attributable to, any payment made by the Applicant to or on behall any
third party beneficiary of this Agreement.

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 District 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 7.9 of this Agreement.

Section 3.5. DATA USED 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 certified 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 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 1V, and/or
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 five (5) ycars after payment. The Applicant shall not be liable for any of the
Third Party's costs resulting 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.
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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 its attorneys, auditors, or financial consultants for
the preparation and filing of any financial reports, disclosures, or tax credit or other reimbursement
applications filed with or sent to the State of Texas which are, or may be required under the terms
or because of the execution of this Agreement. For no Tax Year during the term of this Agreement
shall the Applicant be responsible for the payment of an aggregate amount of fees and expenses
under this Section 3.7 and Section 3.6 which exceeds Ten Thousand Dollars ($10,000.00).

Section 3.8. RESOLUTION OF DISPUTES

_ Pursuant to Section 3.4 and Section 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. Thercafter, 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
Pecos-Barstow-Toyah Independent School District Board of Trustees within thirty (30) days of the
final determination of certification containing the calculations.

Section 3.9. EFFECT OF PROPERTY VALUE APPEAL OR OTHER ADJUSTMENT

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

If as a result of an 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 the new Taxable Value becomes final, the Parties shall immediately notify the Third Party who
shall immediately issue new calculations for the applicable year or years using the new Taxable
Value. In the event the new calculations result in a change in any amount paid or payable by the
Applicant under this Agrecment, the Party from whom the adjustment is payable shall remit such
amounts to the other Party within thirty (30) days of the receipt of the new calculations from the

Third Party.
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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, the
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 shal] 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.  INTENT OF PARTIES WITH RESPECT TO SUPPLEMENTAL PAYMENTS

In interpreting the provisions of Article IV, the parties agree as follows:

(a)

(b)

Amounts Exclusive of Indemnity Amounts

In addition to undertaking the responsibility for the payment of all of the amounts
set forth under Article I11, and as further 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 TV, (the “Supplemental Payments”).
The 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 explicitly set forth in this Agreement. It is the express intent of the
Parties that the Applicant’s obligation to make Supplemental Payments under this
Atticle IV is separate and independent of the obligation of the Applicant to pay the
amounts deseribed in Article III; provided, however, that all payments under
Articles 111 and TV are subject to the limitations contained in Section 5.1, and that
all payments under this Article IV are subject to the separate limitations contained

in Section 4.4.
Adherence to Statutory Limits on Supplemental Payments
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 now
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exists and as the limit may be increased by the Legislature for any future year of
this Agreement.

Section 4.2.  STIPULATED SUPPLEMENTAL PAYMENT AMOUNT - SUBJECT TO
AGGREGATE LIMIT

During the term of this Agreement, the District shall not be entitled to receive
Supplemental Payments that exceed the lesser of:

(a) the “Applicant’s Stipulated Supplemental Payment Amount,” which is hereby
defined as Forty percent (40%) of the Net Tax Benefit; or,

(b) the Aggregate Limit.

Section 4.3. ANNUAL CALCULATION OF STIPULATED SUPPLEMENTAL PAYMENT
AMOUNT

The Parties agree that for each Tax Year during the term of this Agreement, beginning with
the third full Tax Year (Tax Year 2014), the Applicant’s Stipulated Supplemental Payment
Amount described in Section 4.2 will annually be calculated based upon the then most current
estimate of tax savings to the Applicant, which will be made, based upon assumptions of student
counts, tax collections, and other applicable data, in accordance with the following formula:

Taxable Value of the Applicant’s Qualified Property for such Tax Year had this Agreement
not been entered into by the Parties (i.e., the Taxable Value of the Applicant’s Qualified Property
used for the District’s interest and sinking fund tax purposes for such Tax Year, or school taxes due
to any other governmental entity, including the State of Texas, for such Tax Year);

Minus,

The Taxable Value of the Applicant’s Qualified Property for such Tax Year after giving
effect to this Agreement (i.e., the Taxable Value of the Applicant’s Qualified Property used for the
District’s maintenance and operations tax purposes for such Tax Year, or school taxes due to any
other governmental entity, including the State of Texas, for such Tax Year);

Multiplied by,

The District’s maintenance and operations tax rate for such Tax Year, or the school tax rate
of any other governmental entity, including the State of Texas, for such Tax Year;

Plus,

Any Tax Credit received by the Applicant with respect to such Tax Year;

Mintts,

Agreement for Limitation on Appraised Value

Between Pecos-Barstow-Toyah Independent School District and Southemn Union Gas Services, LTD
Decemer 15, 2011

Page 19



Any amounts previously paid to the District under Article 111

Multiplied by,
The number 0.40;
Minus,

Any amounts previously paid to the District under Sections 4.2 and 4.3 with respect to such
Tax Year.

Tn the event that there are changes in the data upon which the calculations set forth
herein are made, the Third Party described in Section 3.4, above, shall adjust the Applicant’s
Stipulated Supplemental PaymentAmount calculation to reflect such changes in the data.

Section 4.4. CALCULATION OF ANNUAL SUPPLEMENTAL PAYMENTS TO THE DISTRICT
AND APPLICATION OF AGGREGATE LIMIT

For each Tax Year during the term of this Agreement, beginning with Tax Year three (Tax
Year 2014) and continuing thereafter through Tax Year thirteen (Tax Year 2024), the District, or
its successor beneficiary should one be designated under Section 4.6, below, shall not be entitled to
receive Supplemental Payments, computed under Sections 4.2 and 4.3, above, that exceed the

Aggregate Limit.

If, for any Tax Year during the term of this Agreement, the amount of the Applicant’s
Stipulated Supplemental Payment Amount calculated under sections 4.2 and 4.3, above, for such
Tax Year, exceeds the Aggregate Limit for such Tax Year, the difference between the Applicant’s
Stipulated Supplemental Payment Amount so calculated and the Aggregate Limit for such Tax
Year, shall be carried forward from year-to-year into subsequent Tax Years during the term of this
Agreement, and to the extent not limited by the Aggregate Limit in any subsequent Tax Year
during the term of this Agreement, shall be paid to the District.

Any of the Applicant’s Stipulated Supplemental Payment Amounts which cannot be paid
to the District prior to the end of year thirteen (Tax Year 2024) because such payment would
exceed the Aggregate Limit will be deemed to have been cancelled by operation of law, and the
Applicant shall have no further obligation with respect thereto.

Section 4.5. PROCEDURES FOR SUPPLEMENTAL PAYMENT CALCULATIONS

(a) All calculations required by this Article TV, including but not limited to: (i) the
calculation of the Applicant’s Stipulated Supplemental Payment Amount; (i1) the
determination of both the Annual Limit and the Aggregate Limit; (iii) the effect, if
any, of the Aggregate Limit upon the actual amount of Supplemental Payments
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cligible to be paid to the District by the Applicant; and, (iv) the carry forward and
accumulation of any of the Applicant’s Stipulated Supplemental Payment Amounts
unpaid by the Applicant due to the Aggregate Limit in previous years, shall be
calculated by the Third Party selected pursuant to Section 3.4.

(b)  The calculations made by the Third Party shall be made at the same time and on the
same schedule as the calculations made pursuant to Section 3.6.

(c) The payment of all amounts due under this Article shall be made at the time set
forth in Section 3.7.

Section 4.6.  DISTRICT’S OPTION TO DESIGNATE SUCCESSOR BENEFICIARY

At any time during this Agreement, the Board of Trustees may, in its sole discretion, so
long as such decision does not result in additional costs to the Applicant under this Agreement,
direct that the Applicant’s payments under this Article IV be made to the District’s educational
foundation, or to a similar entity. Such foundation or entity may only use such funds received
under this Article IV to support the educational mission of the District and its students. Any
designation of such a foundation or entity must be made by recorded vote of the Board of Trustees
at a properly posted public meeting of the Board of Trustees. Any such designation will become
effective after such public vote and the delivery of notice of said vote to the Applicant in
conformance with the provisions of Section 8.1. Such designation may be rescinded by the Board
of Trustees, by Board action, at any time, and any such rescission will become effective after
delivery of notice of such action to the Applicant in conformance with the provisions of Section

8.1.

Any designation of a successor beneficiary under this Section 4.6 shall not alter the
Aggregate Limit on Supplemental Payments described in Section 4.4, above.

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 (i) 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 111 and TV 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 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
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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 111 and TV 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 11T and/or Article TV with respect to a Tax Year is 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. In addition to the foregoing, in the event the Applicant determines that it will not
commence or complete construction of the Applicant’s Qualified Investment, the Applicant shall
have the option, during the Qualifying Time Period, to terminate this Agreement by notifying the
District in writing of its exercise of such option. Any termination of this Agreement under the
immediately preceding sentence shall be effective immediately prior to the beginning of the Tax
Year immediately following the Tax Year during which such notification is delivered to the
District. Upon any termination this Agreement under this Section 5.2, 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 the Comptroller’s 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 the Comptroller’s Rules.

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 the Comptroller’s Rules,
including, but not limited to, such obligations set forth in Section 313. 104 of the Texas Tax Code,
and the Comptroller’s Rules and/or the Texas Education Agency’s rules.
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Seetion 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 Section 7.4 and 7.5. 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 VIIL

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 which may arise 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 § 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. 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 to 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

The 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 Comptroller under the
provisions of Texas Tax Code § 313.032. The Applicant shall forward a copy of all such required
reports or certifications to the District contemporancously with the filing thereof. The obligation
to make all such required filings shall be a material obligation under this Agreement.

Section 7.3.  APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE
By entering into this Agreement, the Applicant warrants that:

(a) it will abide by all of the terms of this Agreement;

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

Force Majeure; and,

(c) it will meet the applicable minimum eligibility requirements under Texas Tax
Code, Chapter 313, throughout the period from and including the Tax Year 2014
through and including the last Tax Year during the term of this Agreement with
respect to which the Applicant receives the benefit of a Tax Credit.

Section 7.4. 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 7.8, then the District shall be entitled to the recapture of all ad valorem tax revenue lost as
a result of this Agreement together with the payment of penalty and interest, as calculated in
accordance with Section 7.5, 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. The Applicant shall also be entitled to a credit for any amounts

paid to the District pursuant to Article I'V.

(b) Notwithstanding Section 7.4(a), in the event that the District determines that the
Applicant has failed to Maintain Viable Presence and provides written notice of termination of this
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 liquidated damages due and
payable shall be the sum total of the District ad yalorem maintenance and operations taxes for all
of the Tax Years for which the Tax Limitation Amount was allowed pursuant to this Agreement
that are prior to the Tax Year in which the default occurs that otherwise would have been due and
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payable by the Applicant to the District without the benefit of this Agreement, including penalty
and interest, as calculated in accordance with Section 7.5. 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 Tl 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, the Applicant’s obligations
under this Agreement shall be deemed fully satisfied, and such payment shall constitute the

District’s sole remedy.
Section 7.5. 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 7.4 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 7.4 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. Notwithstanding the foregoing, penalties shall only be due to the
extent it is determined that the breach of this Agreement by the Applicant was willful and without
a good faith, reasonable belief by the Applicant that its action or omission constituting such breach
was in compliance with this Agreement.

Section 7.6  MATERIAL BREACH OF AGREEMENT

The Applicant shall be in “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
material representations of 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
7.3 of this Agreement, through the Final Termination Date of this Agreement.

(c) Applicant fails to make any payment required under Articles IIT 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
(0 create and maintain as set forth on Schedule C, Column C of its Application.
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(e) Applicant fails to create and maintain at least the number of New Jobs it committed
(o create and maintain as set forth on Schedule C, Column E of its Application.

(H Applicant fails to create and maintain at lcast Eighty Percent (80%) of all such New
Jobs as Qualifying Jobs.

(2) 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 in excess of the
amounts set forth in Articles 111 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 are not barred by this provision.

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

Section 7.7 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, the Applicant may cure any Material
Breaches of this Agreement described in Sections 7.6(d) and 7.6(e) or 7.6(f), above, without the
termination of the remaining term of this Agreement. In order to cure any such non-compliance
with Sections 7.6(d) and 7.6(¢) or 7.6(f) for any such Tax Year, the Applicant may make the
liquidated damages payment required by Texas Tax Code § 313.0275(b), in accordance with the
provisions of Texas Tax Code § 3 13.0275(c).

Section 7.8. DETERMINATION OF MATERIAL BREACH AND TERMINATION OF
AGREEMENT

Prior to making a determination under Section 7.4 or Section 7.6 that the Applicant is in
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 7.3 of this
Agreement, or failing to make any payment required under this Agreement when due, or that the
Applicant has otherwise committed a material breach of this Agreement (a “Material Breach”), the
District shall provide the Applicant with a written notice of the facts which it believes have caused
the Material Breach, and if cure is possible, the cure proposed by the District. After receipt of the
notice, the Applicant shall be given ninety (90) days to present any facts or arguments to the Board
of Trustees showing that a Material Breach has not occurred and/or that it has cured or undertaken

to cure any such Material Breach.

If the Board of Trustees is not satisfied with such response and/or that such Material
Breach has been cured, then the Board of Trustees shall, after reasonable notice to the Applicant,
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conduct a hearing called and held for the purpose of determining whether such Material Breach has
occurred and, if so, whether such Material 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 has occurred, the date such Material Breach occurred, if any, and whether or not any such
Material Breach has been cured. Except as otherwise provided in Section 7.7, in the event that the
Board of Trustees determines that such a breach has occurred and has not been cured, it shall also
terminate this Agreement and determine the amount of recaptured taxes under Section 7.4 (net of
all credits under Section 7.4), and the amount of any penalty and/or interest under Section 7.5 that

are owed to the District,

After making its determination regarding any alleged Material Breach, the Board of
Trustees shall cause the Applicant to be notified in writing of its determination (a "Determination
of Breach and Notice of Contract Termination").

Section 7.9. DISPUTE RESOLUTION

After receipt of notice of the Board of Trustee’s Determination of Breach and Notice of
Contract Termination under Section 7.8, the Applicant shall have ninety (90) 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 ninety (90) days after the
Applicant’s receipt of notice of the Board of Trustee’s Determination of Breach and Notice of
Contract Termination under Section 7.8, such dispute through mediation with a mutually
agrecable 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 senior state district court
judge then residing in Reeves 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 (ii) 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 ninety (90) days, the District shall have the remedies for
the collection of the amounts determined under Section 7.8 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 also be
responsible for the payment of attorney’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.
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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 above in this Section;
7.9, 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 7.10. LIMITATION OF OTHER DAMAGES

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
7.4 and 7.5, 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 exccuted. In addition, the District's
sole right of equitable relief under this Agreement shall be its right to terminate this Agreement.

The Parties further agree that the limitation of damages and remedies set forth in this
Section 7.10 shall be the sole and exclusive remedies available to the District, whether at law or

under principles of equity.
Section 7.11. 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 VII1
MISCELLANEOUS PROVISIONS

Section 8.1.  INFORMATION AND NOTICES

Unless 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. Bach notice shall be deemed effective on receipt by the addressee as aforesaid;
provided that, notice received by facsimile transmission after 5:00 p.m. at the location of the
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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:

Clarke Boyd, Superintendent
Pecos-Barstow-Toyah Independent School Distict
1302 South Park St.

Pecos, TX 79772

Fax: (432) 447-2690

Phone: (432) 447-7201

Email: boydc@pbtisd.escl8.net

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 as follows:

Kerry Albright

Property Tax Supervisor

Southern Union Gas Services, LTD
P.O. Box 4967

Houston, TX 77210-4967

Fax: (713) 989-1152

Phone: (713) 9892711

Email: kerry.albright@sug.com

With a copy to:

SOUTHERN UNION GAS SERVICES, LTD
6 Desta Drive, #4100

Midland, Texas 79705

ATTN: Plant Operations

With a copy to:

SOUTHERN UNION GAS SERVICES, LTD
¢/o CT Corporation

350 North St. Paul St.

Dallas, Texas 75201
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With a copy to:

Timothy E. Young

Ikard Wynne LLP

2801 Via Fortuna, Suite 501
Austin, Texas 78746

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 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.

(c) In the event that the 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, 2013.

Section 8.3. AMENDMENTS TO AGREEMENT; WAIVERS
3

This Agreement may not be modified or amended except by an instrtument 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. 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 or Qualified Investment 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 or replacement property. Any amendment
of this Agreement adding additional or replacement Qualified Property or Qualified Investment
pursuant to this Section 8.3 shall: (1) require that all property added by amendment be eligible
property as defined by Texas Tax Code, § 313.024; (2) clearly identify 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 beyond its eight (8) year statutory term.

Section 8.4. ASSIGNMENT
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The Applicant may assign this Agreement, or a portion of this Agreement, to an Affiliate or
a new owner or lessee of all or a portion of the Applicant’s Qualified Property and/or the
Applicant’s Qualified Investment, provided that the Applicant shall provide written notice of such
assignment to the District. Upon such assignment, the Applicant’s assignee will be liable to the
District for outstanding taxes or other obligations arising under this Agreement. A recipient of
limited value under Texas Tax Code, Chapter 313 shall notify immediately the District, the
Comptroller, and the Appraisal District in writing of any change in address or other contract
information for the owner of the property subject to the limitation agreement for the purposes of
Texas Tax Code § 313.032. The assignee's or its reporting entity's Texas Taxpayer Identification
Number shall be included in the notification.

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.
Section 8.6. MAINTENANCE OF 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 Reeves 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
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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 a mutually 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, wri,
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, (i) 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, and (ii) in the event of a
dispute between the Parties in connection with this Agreement, the prevailing Party in the
resolution of any such dispute, whether by litigation or otherwise, shall be entitled to full recovery
of all attorneys’ fees (including a reasonable hourly fee for in-house legal counsel), costs and
expenses incurred in connection therewith, including costs of court, from the non-prevailing Party.

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 exccuted 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.
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Seetion 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. The Applicant warrants that all
material representations, information and facts contained in the Application 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 7.8 and 7.9 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)(K).
Section 8.14. PUBLICATION OF DOCUMENTS

The Parties acknowledge that the District is required to publish all Substantive Documents,
including 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 days of the adoption, submission, or approval of any Substantive
Document, the District shall submit a copy to the Comptroller for publication on the
Comptroller's Internet website.

b. The District shall provide on its website a link to the location of those documents
posted on the Comptroller's website.

¢. This Section 8.14 does not require the publication of information that is confidential
under Texas Tax Code § 313.028.
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple
originals on this  day of 2011,

SOUTHERN UNION GAS SERVICES, L'TD, PECOS-BARSTOW-TOYAH INDEPENDENT
a Texas limited partner slnp SCHOOL DISTRICT
(‘”’“ W o E N w'/ By:__ .,«(A/f Qg/
" “AUTHORIZED F{EPREéEI\"[ ATIVE BiLL OGLESB
PRESIDENT

BOARD OF TRUSTEES

. K F
5 2 B [ n&o’j {) é 'iéi/u
- ’g / % v /R,xwg\' él{/;kHA\l

NAME:
SECRETARY
TITLE: %é"fﬁfﬁ ,&%mﬁ ¢ el T BOARD OF TRUSTEES
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ExHiBIT 1
DESCRIPTION OF QUALIFIED REINVESTMENT ZONE

The Red Bluff Reinvestment Zone was originally created on September 12, 2011 by action of
the Pecos-Barstow-Toyah Independent School District Board of Trustees. A map of the Red Bluff

Reinvestment Zone is attached as the last pages of this EXHIBIT 1.

As a result of the action of the Board of Trustees of the Pecos-Barstow-Toyah Independent
School District, the Red Bluff Reinvestment Zone includes real property within Reeves County,
Texas, more specifically one section totaling 640 acres in Reeves County, Texas:

Section 35, Blk 57, T&P RR Survey, Reeves County Texas
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EXHIBIT 2
LOCATION OF QUALIFIED INVESTMENT/QUALIFIED PROPERTY

All Qualified Property owned by the Applicant and located within the boundaries of both the
Pecos-Barstow-Toyah Independent School District and the Red Bluff Reinvestment Zone will be
included in and subject to this Agreement. Specifically, all Qualified Property of the Applicant
located in the following sections of land is included, to wit:

One section totaling 640 acres in Reeves County, Texas:

Section 35, Blk 57, T&P RR Survey, Reeves County Texas
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ExnaipiT 3

DESCRIPTION OF THE APPLICANT’S QUALIFIED INVESTMENT/QUALIFIED PROPERTY

Red Bluff Gas Processing Plant consists of the following main processing units and utility systems
which are classified as the “Qualified Investment™:

e Inlet Facilities

e Dehydration

o Regeneration

e Amine treater and thermal oxidizer
e NGL Recovery Train

e NGL Product Delivery Facilities

e Residue Recompression & Cooling
o Waste Heat Recovery

o Heat Medium

e Fuel Gas

e Methanol Injection

e Drains & Flare

e Instrument & Utility Air

e Potable and Utility Water
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