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July 14,2014

Robert Wood

Director, Economic Development & Analysis
Texas Comptroller of Public Accounts

111 East 17" Street

Austin, TX 78774

Via First Class Mail

RE:  Request for Hearing on Application for Appraised Value Limitation on Qualified Property by
Jefferson Refinery, LLC to Vidor Independent School District, App. No. 1008

Dear Mr. Wood:

Pursuant to Section 9.1056 of Title 34 of the Texas Administrative Code, Jefferson Refinery,
LLC (“Applicant”) requests an eligibility determination hearing before the State Office of
Administrative Hearings regarding determinations issued by your office (“Comptroller”) on June 12,

2014. Specifically, Applicant objects to the following determinations:

1. This office concludes that the property that is the subject of the application is not eligible
property under 313.024, because diluting bitumen does not create a new or different product-
merely a diluted one -and the purpose of blending the bitumen is primarily for transportation,
prior to the bitumen reaching the refinery. While refining petroleum is in Sectors 31-33 of the
2007 NAICS and is considered to be manufacturing, pipeline transportation of crude oil is in
a different sector, Sector 48, of the 2007 NAICS, which is not considered to be
manufacturing.

2. The comptroller is unable to determine that the limitation on appraised value is a
determining factor in the applicant’s decision to invest capital and construct the project in
this state, and therefore, the comptroller will not issue a certificate for a limitation of
appraised value, and the district may not approve the application, as noted in Section
313.025(d-1).

Exhibit A, pp. 2-3 (emphasis in original).
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Statement of Grounds

In the Comptroller’s June 12 Determination Letter, you cite Section 313.035(h) of the Texas Tax
Code, which states in relevant part “After receiving a copy of the application, the comptroller shall
determine whether the property meets the requirements of Section 313.024 for eligibility for a limitation

on appraised value under this subchapter.” Section 313.024 states in relevant part:

(b) To be eligible for a limitation on appraised value under this subchapter, the entity must
use the property for:
(1) manufacturing;

(e) In this section:
(1)  “Manufacturing” means an establishment primarily engaged in activities
described in sectors 31-33 of the 2007 North American Industry Classification
System.

The project at issue is a bitumen blending, offloading, storage and processing facility. See
Exhibit B, p. 17. Applicant believes the facility is classified as a petroleum refinery, 324110 under the
2007 North American Industry Classification System (NAICS), and therefore clearly qualifies as
eligible property under 313.024(b)(1). See Exhibit B, pp. 5 and 13-15.

Furthermore, in the June 12 Determination Letter, you cite Section 313.026 of the Texas Tax

Code, which states in relevant part:

(c) The comptroller may not issue a certificate for a limitation on appraised value under this
chapter for property described in an application unless the comptroller determines that:
(1)  the project proposed by the applicant is reasonably likely to generate, before the
25th anniversary of the beginning of the limitation period, tax revenue, including
state tax revenue, school district maintenance and operations ad valorem tax
revenue attributable to the project, and any other tax revenue attributable to the
effect of the project on the economy of the state, in an amount sufficient to offset
the school district maintenance and operations ad valorem tax revenue lost as a
result of the agreement; and
(2)  the limitation on appraised value is a determining factor in the applicant’s
decision to invest capital and construct the project in this state.
(d) The comptroller shall state in writing the basis for the determinations made under
Subsections (c)(1) and (2).
(e) The applicant may submit information to the comptroller that would provide a basis for
an affirmative determination under Subsection (c)(2).
® Notwithstanding Subsections (c) and (d), if the comptroller makes a qualitative
determination that other considerations associated with the project result in a net positive
benefit to the state, the comptroller may issue the certificate.



Although Applicant believes the present Application included ample evidence supporting the
Applicant’s position regarding whether the limitation on appraised value would be a determining factor
in the decision to invest capital and construct the project in Texas, you concluded that you were unable

to determine if this was the case.

The proposed facility would manufacture refinery feedstock, not dilbit.

You characterize the process at issue in the present Application as diluting bitumen for
transportation via pipeline. Exhibit A, p. 2. Diluted bitumen, or dilbit, is a blend of bitumen and
condensate created for the purpose of transporting bitumen via pipeline. In your letter, you state that
“[t]he diluent itself does not necessarily become a component part of the product being manufactured,
and can be removed after the diluted bitumen reaches its destination.” Id. This is an accurate description
of dilbit and is also what distinguishes dilbit from the product that will be produced by Jefferson
Refinery at the Port of Beaumont facility. In contrast to dilbit, Jefferson plans to produce a value-added
feedstock that is blended to the specifications of the recipient customers, most notably the Jefferson
Refinery currently proposed for Jefferson County. The feedstock produced at the Port of Beaumont
facility would have an average composition of 60% diesel, 25% jet fuel and 15% naptha. The feedstock
is not dilbit and is not produced for the sole purpose of transporting bitumen via pipeline. Accordingly,
Applicant protests your characterization of the proposed project as “pipeline transportation of crude oil”
as described in Sector 48 of 2007 NAICS.

The State of Texas has determined the proposed project is a manufacturing concern.

Additionally, it should be noted that the State of Texas has previously determined that the
activities described in the present Application constitute manufacturing. Jefferson has received financing
for the Port of Beaumont project via the Industrial Revenue Bond Program, which requires that the

project at issue be manufacturing.

The 2007 NAICS classifies blending and mixing as manufacturing.

Although petroleum blending is not specifically listed in NAICS, there are numerous examples
of manufacturing processes consisting of nothing more than blending or mixing two components for sale
or use as a new product. For example, the following activities are described in 2007 NAICS as
manufacturing:

e Dblending or compounding refined petroleum to make lubricating oils and greases and/or re-
refining used petroleum lubricating oils (324191)



¢ mixing ingredients made elsewhere into fertilizer (325314)

e custom mixing and blending plastics resins made elsewhere (325991)

e preparing, blending, compounding, and packaging toilet preparations, such as perfumes,
shaving preparations, hair preparations, face creams, lotions (including sunscreens), and
other cosmetic preparations (325620)

refining and/or blending vegetable, oilseed, and tree nut oils from purchased oils (311225)
blending purchased animal fats with purchased vegetable fats (311225)

blending animal feed (311119)

blending tea (311920)

mixing purchased dried and/or dehydrated ingredients including those mixing purchased
dried and/or dehydrated ingredients for soup mixes and bouillon (311999)

blending wines and brandies (312130)

e blending and mixing liquors and other ingredients (312140)

Additionally, the following products are included in the 2007 NAICS manufacturing sectors:

Asphalt paving mixtures made from purchased asphaltic materials (324121)
Drink powdered mixes, cocoa, made from cacao (311320)

Drink powdered mixes, cocoa, made from purchased cocoa (311330)

Dry mixes made from purchased flour (311822)

It should be noted that the 2007 NAICS does not describe any process involving blending or
mixing as a non-manufacturing process. Accordingly, although petroleum blending to make refinery
feedstock is not explicitly described in the 2007 NAICS, there is ample corollary evidence to support the

classification of this process as manufacturing.

The proposed facility is ancillary and necessary to the proposed Jefferson Refinery.

The process to be carried out at the proposed Port of Beaumont facility is also ancillary and
necessary to petroleum refining, and specifically to the Jefferson Refinery currently being proposed for
construction in Jefferson County, Texas. Petroleum refineries are described in Sector 324110 of the
2007 NAICS as “establishments primarily engaged in refining crude petroleum into refined petroleum.”
The feedstock produced at the Port of Beaumont facility would be used in the manufacture of diesel
fuels, jet fuels, and naphtha, among other products. In many petroleum refineries, blending facilities
such as those described in the present Application are present on-site. The location of this blending
facility a distance from the main refinery does not remove the blending process from the overall

petroleum refining process classified in Section 324110 of the 2007 NAICS.



The requested limitation on appraised value is a determining factor in Applicant’s decision to
invest capital in the State of Texas.

Although there is some question as to whether the State Office of Administrative Hearings has
jurisdiction to review the Comptroller’s determinations under Section 313.026, Applicant includes this
section in the request for a hearing because there is no alternative procedure set forth in the
Comptroller’s rules for disputing this decision. You cite numerous marketing and investment sources in
your rejection of the present Application based on 313.026. However, you seem to disregard Applicant’s
statements in Tab 5 of the Application, in which Applicant describes alternative locations in Louisiana
for the present project and the proposed Jefferson Refinery. All of the statements made by Jefferson
personnel] regarding the plans to construct the facility at the Port of Beaumont were contingent upon
receiving the requested limitation on appraised value. In addition, it should be noted that the Applicant
has already significantly altered the original plans for the proposed Port of Beaumont facility due to the
rejection of Applicant’s initial Application for Appraised Value Limitation submitted on December 19,
2013. Applicant is willing and able to supply additional information regarding the ongoing decision-

making process for the location of this facility and the Jefferson Refinery.

Finally, Applicant contends that the Comptroller’s office has disregarded Section 313.026(f) of
the Texas Tax Code in issuing the present determination letter. This section states “Notwithstanding
Subsections (c¢) and (d), if the comptroller makes a qualitative determination that other considerations
associated with the project result in a net positive benefit to the state, the comptroller may issue the
certificate.” Nowhere in the June 12 Determination Letter is this section referenced, and Applicant
believes it is applicable in this case. You state that you unable to determine whether the limitation on
appraised value is a determining factor in Applicant’s decision to locate the present project in Texas.
Even if you are unable to make that determination, Applicant has provided information regarding the
benefit this project will have to the State of Texas in that location of the blending facility in Texas will
be a factor in determining whether to locate a new refinery in the state as well. If this Application is
ultimately rejected and Applicant instead chooses to build the blending facility in Louisiana, there will

be a significantly more compelling reason to also locate the refinery in that state.

Conclusion

For at least the reasons set forth above, Applicant contends that the project described in the

present Application is a manufacturing concern and that the described property is therefore qualified



property as defined in Section 313.024 of the Texas Economic Development Act. Additionally,
Applicant asserts that the Comptroller’s office erred in failing to find that the limitation on appraised
value is a determining factor in the applicant’s decision to invest capital and construct the project in this
state. Barring a redetermination by your office accepting the eligibility of the property under the present
Application, Applicant requests an oral hearing before a State Office of Administrative Hearings
administrative law judge. To the best of my knowledge, the evidence contained in this hearing request is

true and correct.

Smcerely,

ot~

ames E. Garza
Managing Partner



EXHIBIT A

S USs AN TExAs COMPTROLLER 0f PuBLIC ACCOUNTS

C OMB § ) FO.Box 13528 * AusTIN, TX 78711-3528

June 12,2014

Dr. Jay Killgo

Superintendent

Vidor Independent School District
120 E. Bolivar

Vidor, Texas 77662

RE: Jefferson Refinery, LLC
Dear Superintendent Killgo:

Our office has received the application for a limitation on appraised value submitted to the Vidor
Independent School District by Jefferson Refinery, LLC (Jefferson) under the provisions of Tax Code
Chapter 313 on May 21, 2014.

Chapter 313 requires several determinations before we can issue a certificate of limitation authorizing
the district to enter into an agreement. This letter addresses the agency’s determinations regarding
whether the property meets the requirements of Section 313.024 for eligibility for a limitation on
appraised value, as required under Tax Code Section 313.025(h), and the requirement that, in order to
issue a certificate of limitation, the agency determine that the limitation on appraised value is a
determining factor in the applicant's decision to invest capital and construct the project in this state, as
required by Tax Code 313.026(c)(2).

Determination required by 313.025(h)

Section 313.025(h) states in part:
“(h) After receiving a copy of the application, the comptroller shall determine whether the
property meets the requirements of Section 313.024 for eligibility for a limitation on appraised
value under this subchapter.”

Section 313.024 defines eligible property, including defining manufacturing as follows in 313.024(e)(1):
(1) "Manufacturing” means an establishment primarily engaged in activities described in sectors
31-33 of the 2007 North American Industry Classification System.

The project description for this application describes the project, in part, as:

«...the proposed project that is the subject of this Application is a bitumen blending,
offloading, storage and processing facility. Heavy crude oil would be delivered to the Orange
County manufacturing facility in jacketed rail cars or tanker trucks from North American
suppliers. Bitumen is highly viscous and must be heated to over 200 °F in order to flow; the
heavy crude cannot be transported via pipeline due to its high viscosity. With the use of boilers

WWW. WINDOW . .STATE. TX.US 512-463-4000 ¢« TOLL FREE: [-800-531-544) +» Fax: 512-463-4965




EXHIBIT A
Page 2 of 4

Dr. Jay Killgo
June 12, 2014

to generate steam, the rail cars and tankers would be heated to over 200 °F, at which point the
lighter material would be flashed off and the heavier material would be blended with lighter
crude oil to produce a feedstock specific to customer needs.”

Diluting bitumen is a means of transporting highly viscous petroleum. In its natural form, bitumen is
the consistency of peanut butter—too thick for pipelines. Prior to pipelining, the bitumen is thinned by
adding light hydrocarbons (typically natural gas condensates). The resulting mixture is called diluted
bitumen, or dilbit. The diluent itself does not necessarily become a component part of the product being
manufactured, and can be removed after the diluted bitumen reaches its destination. The American
Petroleum Institute states [emphasis added], “Bitumen would not flow through a pipeline efficiently, so
it is mixed with diluents fo be readied for pipeline transportation as diluted bitumen, or ‘dilbit.’ Diluents
are usually natural gas condensate, naphtha or a mix of other light hydrocarbons.”

This office concludes that the property that is the subject of the application is not eligible property under
313.024, because diluting bitumen does not create a new or different product — merely a diluted one —
and the purpose of blending the bitumen is primarily for transportation, prior to the bitumen reaching the
refinery. While refining petroleum is in Sectors 31-33 of the 2007 NAICS and is considered to be
manufacturing, pipeline transportation of crude oil is in a different sector, Sector 48, of the 2007
NAICS, which is not considered to be manufacturing. Section 313.004 of the Texas Economic
Development Act directs the Comptroller to “strictly interpret the criteria and selection guidelines
provided by this chapter [Chapter 313].” This letter is notice of the Comptroller’s determination that
application is not eligible for a limitation of appraised value.

Section 313.025(h) provides an applicant with the opportunity for a hearing conducted by the State
Office of Administrative Hearings before this eligibility determination becomes final. To receive an
eligibility hearing, the applicant must file a written request for an eligibility determination that complies
with the requirements of 34 Texas Administrative Code § 9.1056 with this Division within 30 days after
the date of this notice.

Determination required by 313.026(c)(2)

As noted above, this letter also addresses the requirement that, in order to issue a certificate of
limitation, this agency determine that the limitation on appraised value is a determining factor in the
applicant's decision to locate the project in Texas. The requirement that our office make this
determination, and state in writing the basis for our determination, was added by the 83" Legislature
after concerns were raised that school districts were entering into Chapter 313 agreements with
companies that would have located in the state without the tax benefits granted by Chapter 313.

Section 313.026 states in part:

(c) The comptroller may not issue a certificate for a limitation on appraised value under this
chapter for property described in an application unless the comptroller determines that:

(2) the limitation on appraised value is a determining factor in the applicant's decision to invest
capital and construct the project in this state.
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The comptroller is unable to determine that the limitation on appraised value is a determining factor in
the applicant's decision to invest capital and construct the project in this state, and therefore, the
comptroller will not issue a certificate for a limitation of appraised value, and the district may not
approve the application, as noted in Section 313.025(d-1).

In reviewing the application and information available, the comptroller notes the following:

e In 2010, $300,000 in Hurricane Ike Disaster Area Revenue Bonds were allocated by the
Jefferson County Industrial Development Corporation to Jefferson Refinery LLC. While the
details of the company financing are unknown, it is highly unlikely that Jefferson could access
this financing if they do not locate in or near the proposed site at Port of Beaumont. Interest paid
to the bond holders on these bonds is intended to be tax-free, potentially making this financing
more attractive than other methods of finance.

e In August 2013, the Beaumont Business Journal published an article that relies heavily on
interviews with multiple representatives from Jefferson Energy Companies (the parent company
of Jefferson Refinery) as well as representatives of the construction company building the
proposed project. That article states “Construction of Phase Two of the Jefferson transload
railport is scheduled to begin as Phase One nears completion. Phase Two will include bitumen
unloading stations that can accommodate jacketed railcars, so-named because they are built to
have steam injected to heat the railcar and permit the crude inside to flow.”

¢ In December 2013, the applicant began operations on the site for the Port of Beaumont
Petroleum Transload Terminal LLC, a subsidiary of Jefferson Refinery LLC (referred in bond
documents as POB I). POB I accepts light crude via train for further transport via barge or
pipeline. This existing company operation also relies on the rail and port access, and is
complementary to the proposed bitumen transportation project. POB I was funded using $46.8
million in Hurricane Ike Disaster Area Revenue Bonds.

e In December 2013 (prior to the school board approving consideration of the first Chapter 313
application) a company presentation to the Southeast Texas Regional Planning Commission
includes a slide titled “Jefferson Transload Railport,” with the following bullets “Next July the
ability to unload 120 bitumen crude rail cars from Canada” and “Ability to blend domestic light
sweet crude with heavy Canadian crude.”

o The company website states as one feature of the “state-of-the-art Jefferson Terminal”: “steam to
heat facilities to unload and store bitumen and other heavy crudes” and further states “Projected
completion of the full facility is December 2014.” Another “feature when complete” that is
noted is “Handle Heavy Crude: The terminal will have heated unloading, piping, and storage to
accommodate heavy Canadian crudes.”

e In January 2014, the bitumen blending operation was the subject of a “Preliminary Remarketing
Circular Dated January 6, 2014” that proposes to remarket $115 million in Hurricane Ike bonds
in December 2015. This document notes that the owner of the new operation is the Port of
Beaumont Petroleum Transload Terminal II LLC, and is referred to as POB II. According to that
document:

o The applicant has a 10 year lease, with 2 automatic renewals of 10 years each, on the
property where POB I and POB II are located.
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e The Port of Beaumont has reported investing $36 million in infrastructure to support the
related businesses announced by the company. A similar investment by the Port was also
reported in the August 2013 article in the Beaumont Business Journal.

e TxDOT and the Port have reportedly committed another $10 million in infrastructure
improvements to support POB I and POB II.

Based on the reported commitments by the Jefferson County Industrial Development Corporation, the
Port of Beaumont, Orange County and the Texas Department of Transportation related to the site, as
well as the fact that this the intent to build this project was disclosed by the company on several
occasions, all before the December 2013 Chapter 313 application, the comptroller is unable to determine
that the limitation on appraised value is a determining factor in the applicant's decision to invest capital
and construct the project in this state and will not issue a certificate of limitation for this application.

Should you have any questions, please contact me by e-mail at robert.wood@cpa.state.tx.us or by phone
at (512) 463-3973.

Sincerely,

Brend

Robert B. Wood
Director, Economic Development and Analysis

cc: Jefferson Refinery, LLC
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EXHIBIT B

Economic Development
and Analysis
(Tax Code, Chapter 313, Subchapter B or C) Form 50-296-A

Application for Appraised Value Limitation on Qualified Property

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

If the school board elects to consider the application, the school district must:
* notify the Comptroller that the school board has elected to consider the application. This notice must include:
— the date on which the school district received the application;
— the date the school district determined that the application was complete;
— the date the school board decided to consider the application; and
— arequest that the Comptroller prepare an economic impact analysis of the application;
¢ provide a copy of the notice to the appraisal district;
* must complete the sections of the application reserved for the school district and provide information required in the Comptroller rules located at 34
Texas Administrative Code (TAC) Section 9.1054; and
« forward the original hard copy of the completed application to the Comptroller in a three-ring binder with tabs, as indicated on page 9 of this
application, separating each section of the documents, in addition to an electronic copy on CD. See 34 TAC Chapter 9, Subchapter F.

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

When the Comptroller receives the notice and required information from the school district, the Comptroller will publish all submitted application materials
on its website. The Comptroller is authorized to treat some application information as confidential and withhold it from publication on the Internet. To do so,
however, the information must be segregated and comply with the other requirements set out in the Comptroller rules. For more information, see guidelines
on Comptrolier's website.

The Comptroller will independently determine whether the application has been completed according to the Comptroller’s rules (34 TAC Chapter 9,
Subchapter F). If the Comptroller finds the application is not complete, the Comptroller will request additional materials from the school district. Pursuant to
9.1053(a)(1)(C), requested information shall be provided within 20 days of the date of the request. When the Comptroller determines that the application is
complete, it will send the school district a notice indicating so. The Comptroller will determine the eligibility of the project, issue a certificate for a limitation
on appraised value to the school board regarding the application and prepare an economic impact evaluation by the 90th day after the Comptroller
receives a complete application—as determined by the Comptroller.

The school board must approve or disapprove the application before the 151st day after the application review start date (the date the application is finally
determined to be complete), unless an extension is granted. The Comptroller and school district are authorized to request additional information from the
applicant that is reasonably necessary to issue a certificate, complete the economic impact evaluation or consider the application at any time during the
application review period.

Please visit the Comptroller’s website to find out more about the program at www.texasahead.org/tax_programs/chapter313/. There are links on this Web
page to the Chapter 313 statute, rules, guidelines and forms. Information about minimum limitation values for particular districts and wage standards may
also be found at that site.

SECTION 1: School District Information )

1. Authorized School District Representative

5/19/2014

Date Application Received by District

Dr. Jay Killgo
First Name Last Name
Superintendent

Title

Vidor Independent School District

School District Name

120 E. Bolivar St.

Street Address

120 E. Bolivar St.

Mailing Address

Vidor TX 77662

City State zZIP

(409) 951-8700 (409) 769-0093

Phone Number Fax Number

(409) 679-0816 jkillgo@vidorisd.org

Mobile Number (optional) Email Address

2. Does the district authorize the consultant to provide and obtain information related to this application? .................... IZI Yes D No
The Economic Development and Analysis Division at the Texas Comptroller of Public Accounts For more information, visit our website:
provides information and resources for taxpayers and local taxing entities. www.TexasAhead.org/tax_programs/chapter313/

50-296-A « 02-14/1
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Tab 2

Proof of Payment of Application Fee

PAGE 10



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)
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Tab 3

Combined Group Membership
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Tab 4

Project Description
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PROJECT DESCRIPTION

Jefferson Refinery, LLC is exploring the possibility of constructing a new refinery in Hamshire,
Jefferson County, Texas. If built, the Jefferson Refinery would produce up to 40,000 barrels per
day of light crude, including diesel, jet fuel, and naphtha. In conjunction with the refinery,
Jefferson is considering building a crude oil blending facility at the Port of Beaumont in Orange
County. This subsidiary manufacturing facility would involve an investment of $250-400 million
and would have the capability of blending and transporting very heavy crude, known as
bitumen. There are currently no facilities in the Gulf Coast region capable of handling this very
heavy crude. The proposed manufacturing facility would enable Jefferson to bring in North
American bitumen crude, heat it up, remove light ends, and blend the bitumen with light crude to
produce a crude oil feedstock fitting the specific needs of Gulf Coast and international refiners
that require a heavier feedstock.

Jefferson Refinery, LLC currently operates the Port of Beaumont Petroleum Transload Terminal
(PBPTT). The terminal, which began construction in 2013 and is expected to be completed in
2014, is a light crude offloading and storage facility. Operations at PBPTT began in December
2013, and approximately 30 new jobs were created at this facility in 2013. When complete,
PBPTT will be capable of storing light crude and transferring light crude from train cars or
storage tanks directly to barges. The Port of Beaumont Petroleum Transload Terminal,
described in more detail in Tab 10, is not the subject of the present Application for
Appraised Value Limitation on Qualified Property.

In contrast, the proposed project that is the subject of this Application is a bitumen blending,
offloading, storage and processing facility. Heavy crude oil would be delivered to the Orange
County manufacturing facility in jacketed rail cars or tanker trucks from North American
suppliers. Bitumen is highly viscous and must be heated to over 200 °F in order to flow; the
heavy crude cannot be transported via pipeline due to its high viscosity. With the use of boilers
to generate steam, the rail cars and tankers would be heated to over 200 °F, at which point the
lighter material would be flashed off and the heavier material would be blended with lighter
crude oil to produce a feedstock specific to customer needs. The manufactured blend would
then be transferred via pipeline to the proposed Jefferson Refinery in Hamshire for further
manufacturing; other Gulf Coast refiners and international clients may also receive product via
heated barges and/or pipeline. The existing PBPTT facility is completely independent of the
proposed project. The systems cannot be combined or integrated due to the risk of
contamination of the light crude system by the bitumen.

If completed, the new manufacturing facility would offer the following features:

o Blending operations for heavy North America crudes, which require specialty equipment
for handling and transportation.

» Heated unloading, piping, and storage to accommodate heavy North American crudes.

e Six receiving tracks, each over 9,000 feet, which would prevent the need to break trains
for unloading. The tracks would be capable of unloading up to 300,000 barrels of crude
from rail tank cars per day.

o Direct pipeline connections to major oil refineries and crude terminals in the Gulf Coast
region. These direct pipelines would provide feedstock and products to refineries and
major markets.

e Three docks for both inland-river and ocean-going vessels, including a deep-water dock
for ships or ocean-going barges.
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The port facility would be serviced by three major Class | rail carriers, allowing for direct haul
without the need for “handoffs” between carriers. These major rail carriers would provide access
from all shale oil regions in the United States, Canada and Mexico, while providing service
availability as well as competitive transportation rates.

Although the proposed Port of Beaumont blending facility and the proposed refinery in Hamshire
are not completely dependent on one another, the location of the blending facility will impact the
determination of where to build the refinery. If the present Application is approved, a separate
Application for Appraised Value Limitation on Qualified Property will be filed with the Hamshire-
Fannett Independent School District for the proposed refinery. The Application submitted to
HFISD will contain the investment information and estimated market value of the Jefferson
Refinery, which is not included in this Application.

PAGE 18
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Tab 5

Limitation as Determining Factor
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APPRAISED VALUE LIMITATION AS DETERMINING FACTOR
Question 3

Jefferson Refinery, LLC currently operates the Port of Beaumont Petroleum Transload Terminal
(PBPTT). The terminal, which began construction in 2013 and is expected to be complete in
2014, is a light crude offloading and storage facility. Operations at PBPTT began in December
2013, and approximately 30 new jobs were created at this facility in 2013. When complete,
PBPTT will be capable of storing light crude and transferring light crude from train cars or
storage tanks directly to barges. The Port of Beaumont Petroleum Transload Terminal,
described in more detail in Tab 13, is not the subject of the present Application for Appraised
Value Limitation on Qualified Property.

Question 6

On May 12, 2014, Jefferson received unanimous approval by Orange County Commissioners’
Court for a Chapter 381 Economic Development Agreement, attached.

Question 7

As discussed in response to Questions 8 and 10 below, there are many factors in determining
where Jefferson Refinery, LLC will locate its proposed blending facility and new refinery.
Although the facilities are not completely dependent upon one another, having them in close
proximity to one another provides mutual financial benefits because feedstock from the port
could be used at the refinery. Jefferson is exploring the possibility of locating both new facilities
in the Lake Charles, Louisiana area rather than the Texas Gulf Coast. Tax incentives are
considered favorably in analyzing the optimal facility location(s).

Question 8

In addition to the Port of Beaumont in Texas, Jefferson has identified seven potential sites in
Louisiana meeting the company’s needs. As a result of a meeting with the Louisiana Economic
Development (LED) office, the company was offered over $53 million in incentives to locate this
project in Louisiana, making the project more fiscally sound to Jefferson's investors. Specifically,
Louisiana offers a 10-year industrial property tax exemption, a 10-year payroll rebate for new
jobs, and a sales tax credit on building materials or a tax credit on capital expenditures.
Attached is a letter from Mark Moret, LED Secretary, describing the Louisiana incentive
proposal. Although not included in this application and not discussed in length with LED, the
location of the blending facility will also impact the decision on where to build the proposed
Jefferson Refinery in the coming years. Accordingly, incentives that the company is able to
negotiate for the Port of Beaumont facility will also affect the final site selection for the refinery.

Question 10

As previously discussed, bitumen, lighter crudes, and other blending components may arrive at
the Port of Beaumont facility via train, truck, ship, or pipeline. Although few pipelines are
currently connected to the existing Jefferson facility at the port, many more may be added to
transfer raw materials and products to and from Gulf Coast refineries. If the blending facility is
located at the Port of Beaumont, it would potentially function as a feedstock source for the
proposed Jefferson Refinery in Hamshire. The Hamshire location is not ideally situated for
receiving and transporting crude, so the proximity of a Jefferson blending facility will have a
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great impact on the final site selection for the refinery. Additionally, the capability of transferring
materials directly to ocean-going barges makes international sales of crude manufactured at the
port facility possible and cost-effective.

PAGE 22



EXHIBIT B

STATE OF TEXAS

un un U

COUNTY OF ORANGE

CHAPTER 381
ECONOMIC DEVELOPMENT AGREEMENT

between
ORANGE COUNTY, TEXAS
and

JEFFERSON REFINERY, LLC

This CHAPTER 381 ECONOMIC DEVELOPMENT AGREEMENT (the
“AGREEMENT”) is made, entered, and executed in duplicate originals by and between
ORANGE CounTy, Texas, acting through its Commissioners Court ("COUNTY”) and
JEFFERSON REFINERY, LLC, (“JEFFERSON?"), as authorized by Chapter 381, Texas
Local Government Code.

WHEREAS, Article 3, Section 52A, Texas Constitution, authorizes the
Legislature to enable cities and counties to implement programs for the public purposes
of economic development under which counties may provide financial incentives for the
purposes of stimulating local economic development and business and commercial
activity in the COUNTY; and

WHEREAS, Section 381.004, Texas Local Government Code, authorizes the
Commissioners Court of a county to establish and provide for the administration of one
or more programs in order to stimulate business and commercial activity in the
COUNTY, including programs for making loans and grants of public money to promote
local economic development; and

WHEREAS, COUNTY has established a program of economic development for
the purposes of creation and retention of jobs for the citizens of the COUNTY and
region, to promote economic expansion, and to add to the tax base of the COUNTY,
and

Economic Development Agreement 1 Jefferson Terminal
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WHEREAS, COUNTY wishes to encourage JEFFERSON to select Orange
County as the site for the proposed expansion in the Gulf Coast by JEFFERSON and
the Jefferson Affiliates (as defined below); and

WHEREAS, the proposed expansion by JEFFERSON and the Jefferson
Affiliates will result in new economic development in the COUNTY, including creating
new jobs, increasing sales tax revenues to the. COUNTY and increasing ad valorem
taxes within the COUNTY; and

WHEREAS, the proposed expansion by JEFFERSON and the Jefferson
Affiliates will have a direct position and measurable economic benefit to the COUNTY;
and

WHEREAS, the COUNTY recognizes the positive economic impact the proposed
expansion will have on the COUNTY and wishes to provide incentives to JEFFERSON
to assist in the proposed expansion by JEFFERSON and the Jefferson Affiliates,
thereby contributing toward the further economic development and growth of the
COUNTY; and

WHEREAS, the COUNTY finds that this AGREEMENT embodies an eligible
“program” and clearly promotes economic development in Orange County, Texas,
and, as such, meets the requisites under Chapter 381 of the Texas Local Government
Code and further is in the best interests of the COUNTY.

NOW, THEREFORE, for the mutual consideration set out below, the Parties
hereto agree as follows:

.  AUTHORIZATION

COUNTY'’s execution and performance of this AGREEMENT is authorized by
Section 381.004, Texas Local Govemment Code, and constitutes the valid and
binding obligation of the COUNTY from and after execution hereof by all Parties.
JEFFERSON's execution and performance of this AGREEMENT has been duly
authorized and constitutes the valid and binding obligation of JEFFERSON from and
after execution hereof by all Parties.

Il. DEFINITIONS
1. “Ad Valorem Taxes” means with respect to any property tax year, all ad valorem
property taxes collected by the COUNTY on the Eligible Property for that tax year. For

the purposes of this AGREEMENT, Ad Valorem Taxes collected by the COUNTY shall
not include penalties, interest, or attorneys’ fees.

Economic Development Agreement 2 Jefferson Terminal
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2. “Affiliate™ of any specified person or entity means any other person or entity,
which, (i) directly or indirectly, through one or more intermediaries, controls, or is
controlled by, or (ii) is under direct or indirect common control with such specified
person or entity. For the purposes of this definition, “control” when used with respect to
any person or entity means (a) the ownership, directly or indirectly, of fifty (50%) or
more of the voting securities of such person or entity; or (b) the right to direct the
management and operations of such person or entity, directly or indirectly, whether
through the ownership of (directly or indirectly) of securities, by contract or otherwise,
and the terms “controlling” and “controlled” have meanings correlative to the foregoing.

3. “Commercially Reasonable Efforts” means, as to a Party hereto, an undertaking
by such Party to perform or satisfy an obligation or duty or otherwise act in a manner
reasonably calculated to obtain the intended result by action or expenditure not
disproportionate or unduly burdensome under the circumstances, which means, among
other things, that such Party shall not be required to (i) expend funds other than for
payment of the reasonable and customary costs and expenses of employees,
contractors, counsel, consultants, representatives or agents of such Party in connection
with the performance or satisfaction of such obligation, duty or other action or (ii)
institute or settle any litigation or arbitration as a part of its reasonable efforts.

4. ‘Eligible Property” means the buildings, structures, fixed machinery and
equipment, process units including all integral components necessary for operations,
site improvements, infrastructure, and that office space and related fixed improvements
necessary to the operations and administration of the Project. During the construction
phase of the Eligible Property, JEFFERSON and/or the applicable Jefferson Affiliates
may make such Change Orders to the Eligible Property as are reasonably necessary to
accomplish its intended use.

5. “Jefferson Affiliates” means those Affiliates of JEFFERSON that own the
portions of the Project and/or the Property that are not owned by JEFFERSON.

6. “Force Majeure” means an event or occurrence caused by (a) provisions of law,
or the operation or effect of rules, regulations or orders promulgated by any
governmenta! authority having jurisdiction over JEFFERSON, the applicable Jefferson
Affiliates, or the Project; (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
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or undeclared), blockades, epidemics, riots or civil disturbances, insurrections, strikes,
labor disputes (it being understood that nothing contained in this AGREEMENT shall
require JEFFERSON or the applicable Jefferson Affiliates to settle any such strike or
labor dispute), explosions, breakdown or failure of plant, machinery, equipment, lines of
pipe or electric power lines (or unplanned or forced outages or shutdowns of the
foregoing for inspections, repairs or maintenance), inability to obtain, renew or extend
franchises, licenses or pemmits, loss, interruption, curtailment or failure to obtain
electricity, gas, steam, water, wastewater disposal, waste disposal or other utilities or
utility services, inability to obtain or failure of suppliers to deliver equipment, parts or
material, or inability of JEFFERSON or the applicable Jefferson Affiliates receive
product into, or to ship or transport product out their respective facilities; or (e) any other
cause (except financial), whether similar or dissimilar, over which JEFFERSON or the
applicable Jefferson Affiliate(s) have no reasonable control and which forbids or
prevents performance.

7. “Parties” means coliectively the COUNTY and JEFFERSON, and “Party” means
the COUNTY or JEFFERSON, as the case may be.

8. "PILOT Payment” means the amount for each tax year as designated in Exhibit
“B” attached hereto, subject to reduction as provided in Section IV.1 and Section Vil.4 of
this Agreement.

9. ‘Project” means the new trans-loading facilities to be constructed by
JEFFERSON at its Port of Beaumont, Orange County complex, as described in
Section V. 1, below on the Property described in Exhibit A.

10.“Property” means the land on which the Project will be developed as described in
the legal description and depicted on the plat attached hereto as Exhibit A.

11.“Term” means the period commencing on the Effective Date and ending on the
Termination Date.

12."Termination Date” means December 31, 2024.

. TERM

This AGREEMENT shall be enforceable upon execution and delivery by both Parties
(which date is herein referred to as the “Effective Date”). Subject to the provisions of
Section 1 of Article IV, should JEFFERSON and the Jefferson Affiliates not undertake
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the expansion described in Section 1 of Article IV below, this AGREEMENT shall be null
and void.

IV. JEFFERSON REPRESENTATIONS / OBLIGATIONS
JEFFERSON agrees as a condition of receiving the benefits of this AGREEMENT:

1. Project: To construct, and/or to cause the Jefferson Affiliates to construct the
following new trans-loading facilities on the Property described on Exhibit A at the
estimated construction costs set forth below:

i) Trans-load and Blending Facility $250 Million

Notwithstanding the foregoing or anything to the contrary in this AGREEMENT, if
Jefferson and/or the applicable Jefferson Affiliates are unable or unwilling to construct
any of the foregoing manufacturing facilites, JEFFERSON may elect, by written notice
(“Exclusion Notice”) to the COUNTY at any time prior to the date that is one year after
the Effective Date, to exclude such manufacturing facilities (“Excluded Facilities”) from
coverage under this AGREEMENT; and if JEFFERSON timely delivers an Exclusion
Notice, (i) this AGREEMENT shall not terminate; (ii) such failure to construct the
Excluded Facilities shall not constitute a default by JEFFERSON under this
AGREEMENT; and (jii) this AGREEMENT shall be amended by the Parties to exclude
the Excluded Facilities from coverage under this AGREEMENT, including, without
limitation, (A) a prospective commensurate reduction in the PILOT Payment amounts
from Jefferson to the COUNTY with respect to the Excluded Facilities and (B) a
commensurate reduction in the number of full-time employees required under Section 2
below.

2. Employment: To maintain from the date of completion of the Project until the
Termination Date an employment level of not less than 75 fuli-time employees at the
new facilities listed in item 1, above.

3. Reporting: To certify annually to the COUNTY and the OCEDC that
JEFFERSON is in compliance with each applicable term of the AGREEMENT within
30 days after the end of each calendar year.

4. Local Sourcing: To make Commercially Reasonable Efforts, with respect to any

contracts for the purchase of supplies and services in connection with construction of
the Project that are let to bid after the Effective Date, to identify and ensure that
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qualified Orange County vendors suppliers and sub-contractors are given the
opportunity to bid on such contracts.

5. Administration Fee: Beginning on January 31, 2015, and on or before January
31% of each calendar year thereafter during the life of this Agreement, JEFFERSON
shall pay to the Orange County Economic Development Corporation (OCEDC) an
administration fee of 10% of the PILOT Payment in such calendar year. This fee is
considered payment for Chapter 381 administrative services as provided in Section
381.004 (c) of the Texas Local Government Code.

6. PILOT Payments: Commencing January 31, 2015, and continuing through
the term of this Agreement, JEFFERSON shall pay to the COUNTY the PILOT
Payment amount set forth on Exhibit B less 10% payment made to the OCEDC for the
Administration Fee set forth in Section IV.5 of this AGREEMENT.

V. VALUE AND TERM OF AGREEMENT

1. The Abatement provided for in this Agreement for the Project shall be
effective on the January 1, 2014 valuation date as authorized by Sec. 312.007 of
the Texas Tax Code and Section 381.004 (g) of the Texas Local Government Code.
In each year that this Agreement is in effect, the amount of abatement for this
portion of the Project shall be an amount equal to the percentage as indicated in
the Tax Abatement Schedule (“Schedule”) below. The appraised value, as defined in
the Texas Property Tax Code, of Eligible Property must be abated in accordance with
the Schedule below:

TAX ABATEMENT SCHEDULE
Jax Year Abated Percentage of Value Abated
2014 100%
2015 100%
2016 100%
2017 100%
Economic Development Agreement 6 Jefferson Terminal
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2018 100%
2019 100%
2020 100%
2021 100%
2022 100%
2023 100%
2. In no event shall the abatement period for the Project exceed a period of

ten (10) years, in accordance with state law.

VI. LIABILITY

1. No Assumption: By this AGREEMENT, JEFFERSON assumes no obligation,
duty or other responsibility with regard to any governmental function or service for which
the COUNTY is responsible that is not otherwise addressed by this AGREEMENT. In
addition, JEFFERSON assumes no legal liability for the actions of the COUNTY
through the execution of this AGREEMENT. The COUNTY individually assumes no
obligation, duty or other responsibility with regard to any duty, right, obligation or
responsibility associated with the Project for which JEFFERSON is responsible that is
not otherwise addressed by this AGREEMENT. In addition, the COUNTY assumes no
legal liability for the actions of JEFFERSON or its successors or assigns by virtue of its
execution of this AGREEMENT.

2. Agents: Each Party to this AGREEMENT agrees that it shall have no liability
for the actions or omissions of the employees, agents, directors, members, trustees or
representatives of any other Party, and each Party is solely responsible for the actions
and omissions of its own employees, agents, directors, members, trustees or
representatives.
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Vil. DEFAULT

1. Events of Default: During the Term, the COUNTY may declare a default
hereunder by JEFFERSON if JEFFERSON (i) fails to commence construction of the
Project within two (2) years after the Effective Date, (ii) fails to complete construction of
the Project within three (3) years, (iii) refuses or neglects to comply with any of the
terms of this AGREEMENT, or (iv) if any representation made by JEFFERSON in this
AGREEMENT is false or misleading in any material respect.

2. Notice and Cure: If the COUNTY declares JEFFERSON to be in default of this
AGREEMENT, the COUNTY shall notify JEFFERSON in writing prior to the end of the
abatement period, and if such default is not cured within sixty (60) days from the date of
such notice (such sixty (60) day period, or such longer period as is provided for in this
Section 2 being referred to as the “Cure Period”), then this AGREEMENT may be
terminated or modified; provided, however, that in the case of a default for causes
beyond JEFFERSON's reasonable control which cannot with due diligence be cured
within such sixty (60) day period, the Cure Period shall be deemed extended if
JEFFERSON (i) shall immediately, upon the receipt of such notice, advise the
COUNTY of JEFFERSON's intention to institute all steps necessary to cure such
default and (ii) shall proceed to cure.

3. Delinquent Ad Valorem Taxes: In the event JEFFERSON allows its ad valorem
taxes on the Project owed the COUNTY to become delinquent and fails to timely and
properly follow the legal procedures for their protest and appeal, or if JEFFERSON
violates any of the terms and conditions of this AGREEMENT and fails to cure during
the Cure Period, this AGREEMENT may then be terminated.

4. Discontinuation: In the event the Project herein is completed and begins
producing product or services, but subsequently discontinues producing product or
services for any reason excepting fire, explosion or other casualty, accident or natural
disaster, or governmental mandate, or other event of Force Majeure, for a period of one
(1) year during the Term of the AGREEMENT, then this AGREEMENT shall terminate
with respect to the applicable portion of the Project that is no longer producing product
or services; and in such event, this AGREEMENT shall be amended to exclude such
portion of the Project from coverage under this AGREEMENT, including, without
limitation, (A) a commensurate reduction in the PILOT Payment amounts from
Jefferson to the COUNTY with respect to such portion of the Project and (B) a
commensurate reduction in the number of full-time employees required under Section 2
of Article IV above.

5. Termination: If after notice of default and failure to cure, the COUNTY
terminates this Agreement, it shall providle JEFFERSON written notice of such
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termination. If JEFFERSON believes that such termination was improper,
JEFFERSON may file suit in the Orange County District Court appealing such
termination within sixty (60) days after receipt from the COUNTY of written notice of the
termination. If such a suit is filed, JEFFERSON shall remit to the COUNTY, within
ninety (90) days after receipt of the notice of termination, any additional Ad Valorem
Taxes as may be payable during the pendency the litigation pursuant to the payment
provisions of Section 42.08, Tax Code. Iif the final determination of the appeal
increases JEFFERSON's tax liability above the amount of tax paid, JEFFERSON
shall remit the additional tax to the COUNTY pursuant to Section 42.42, Tax Code. If
the final determination of the appeal decreases JEFFERSON's tax liability, the
COUNTY shall refund to JEFFERSON the difference between the amount of tax paid
and the amount of tax for which JEFFERSON is liable pursuant to Section 42.43, Tax
Code.

VIll. NOTICE

Any notice and/or statement required and permitied to be delivered shall be
deemed delivered by deposing by depositing same in the United States mail, certified
with return receipt requested, postage prepaid, addressed to the appropriate Party at
the following addresses:

Notices to JEFFERSON shall be addressed to:
Alfred Salazar, CEO
JEFFERSON Holdings, LLC
9595 Six Pines Drive, Suite 6370
The Woodlands, Texas 77380

With copies to:

ATTN: General Counsel
JEFFERSON Holdings LLC

9595 Six Pines Drive, Suite 6370
The Woodlands, Texas 77380

Notices to ORANGE COUNTY shall be addressed to:
Carl Thibodeaux, County Judge
123 South 6th Street;

Orange, Texas
Fax: 409-882-7079

Economic Development Agreement 10 Jefferson Terminal

PAGE 31



EXHIBIT B

With copies to:

Orange County Economic Development Corporation
1201 Childers Road

Orange, TX 77630

Fax: (409) 883-7775

Either Party may change its address for receipt of notices under this AGREEMENT from
time to time by delivering at least ten (10) days prior written notice of such change to the
other Party in the manner prescribed above.

IX. MISCELLANEOUS PROVISIONS

1. Disclaimer: Nothing herein shall confer upon any person, firm or other
entity other than the Parties hereto any benefit or any legal or equitable right, remedy or
claim under this AGREEMENT. All obligations hereunder of the Parties hereto shall be
binding upon their respective successors and assigns.

[Assignment. This CONTRACT cannot be assigned by JEFFERSON
unless written permission is first granted by COUNTY, which such permission shall not
be unreasonably withheld. For the avoidance of doubt, an assignment only occurs in
connection with an asset transaction involving JEFFERSON. Upon assignment of this
CONTRACT by JEFFERSON, with the consent of COUNTY, JEFFERSON shall be
deemed released from this CONTRACT for all purposes with respect to any default
hereunder after such assignment, and any JEFFERSON assignee shall be responsible
for all obligations, and shall succeed to the benefits, of JEFFERSON hereunder,
including, but not limited to those set forth herein. The COUNTY shall be furnished with
written evidence of assignment of this CONTRACT by JEFFERSON and of the identity
of the assignee. No consent to assignment by the COUNTY shall be deemed to
constitute a waiver of any default hereunder arising before such assignment.

3. Amendments to Agreement; Waivers: This AGREEMENT may not be
modified or amended except by an instrument or instruments in writing signed by all of
the Parties. Waiver of any term, condition or provision of this AGREEMENT by any
Party shall only be effective if in writing and shall not be construed as a waiver of any
subsequent breach of, or failure to comply with, the same term, condition or provision,
or a waiver of any other term, condition or provision of this AGREEMENT.

4. Approvals or Consents:  Approvals or consents required or permitted to
be given under this AGREEMENT shall be evidenced by an ordinance, resolution, or
minute order adopted by the governing body or board of the appropriate Party or by a
certificate executed by a person, firm or entity previously authorized to give such
approval or consent on behalf of a Party. Approvals and consents shall be effective
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without regard to whether given before or after the time required for giving such
approvals or consents.

5. Assignment: This AGREEMENT cannot be assigned by JEFFERSON
unless written permission is first granted by COUNTY, which such permission shall not
be unreasonably withheld. Upon such assignment, JEFFERSON’s assignee will be
liable to the COUNTY for outstanding taxes or other obligations arising under this
AGREEMENT with respect to the applicable portion of the Property or the Project. The
COUNTY shall not assign its rights or obligations under this Agreement to any other
person or party.

6. Parties in Interest:  This AGREEMENT shall be for the sole and exclusive
benefit of the Parties hereto and shall not be construed to confer any rights upon any
third parties.

7.  Supplementation: In the event any further documentation or information
is required for this AGREEMENT to be valid, then the Parties to this AGREEMENT shall
provide or cause to be provided such documentation or information. The Parties shall
execute and deliver such documentation, including but not limited to any amendments,
corrections, deletions or additions as necessary to this AGREEMENT provided however
that the Parties shall not be required to do anything that has the effect of changing the
essential economic terms of this AGREEMENT or imposing greater liability on the
Parties. The Parties further agree that they shall do anything necessary to comply with
any requirements to enable the full effect of this AGREEMENT; provided, however, that
the Parties shall not be required to do anything that has the effect of changing the
essential economic terms of this AGREEMENT or imposing greater liability on the
Parties.

8. 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.

9. 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 Orange County, Texas.

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

12. 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 to the extent allowed by law.

13. Force Majeure: In the event either Party is rendered unable, wholly or
in part, by Force Majeure to carry out any of its obligations under this AGREEMENT,
except the obligation to pay amounts owed or required to be paid pursuant to the terms
of this AGREEMENT, then the obligations of such Party, to the extent affected by such
Force Majeure and to the extent that due diligence is being used to resume
performance at the earliest practicable time, shall be suspended during the continuance
of any inability so caused to the extent provided but for no longer period. As soon as
reasonably possible after the occurrence of the Force Majeure relied upon, the Party
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whose contractual obligations are affected thereby shall give notice and full particulars
of such Force Majeure to the other Party. Such cause, as far as possible, shall be
remedied with all reasonable diligence.

14.  Interpretation: When a reference is made in this AGREEMENT to a
Section, Article or Exhibit, such reference shall be to a Section or Atrticle 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.

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

16.  Waiver. Failure of any Party hereto to insist on the strict performance
of any of the agreements herein or to exercise any rights or remedies accruing
thereunder upon default or failure of performance shall not be considered a waiver of
the right to insist on and to enforce by an appropriate remedy, strict compliance with any
other obligation hereunder to exercise any right or remedy occurring as a result of any
future default or failure of performance.
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17. Governmental Immunity; Consent to Suit. Nothing in this
AGREEMENT shall constitute a waiver by the COUNTY of its governmental or
sovereign immunity. Nothing in this AGREEMENT shall be construed as express or
implied consent by the COUNTY to being sued.

Executed in duplicate this the12th day of May , 2014 ORANGE COUNTY:

JEFFERSON REFINERY, LLC
By: Jefferson Refining, LLC. Its: Sole
Manager

Alfred Sajazar
Chief Exécutive Officer

T
Orange County Judge
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EXHIBIT "A"

Property Description
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LOUISIANA
ECONOMIC Bobby lindal Stephen Moret
DEVELOPMENT Governor Secretary

April 30, 2014

Mr. Mark E. Viator

Director, Communications and Human Resources
Jefferson Energy Companies

9595 Six Pines Drive STE 6370

The Woodlands, TX 77380

DELIVERED VIA EMAIL
Dear Mr. Viator:
Louisiana Economic Development (LED) is thrilled that Jefferson Refinery, LLC (Jefferson

Refinery) is seriously considering a transportation terminal and blending facility in Louisiana.
Accordingly, we are pleased to offer you this significant incentive package.

State Incentive Package*: Est. Value
$ Millions
1) Industrial Tax Exemption Program — property (ad 48.0

valorem) tax exemption; 10-year term

2) Quality Jobs Program — 5% or 6% payroll rebate for 2.0
each qualifying new job; 10-year term; and either a 4%
sales/use tax rebate on building materials, or a 1.5%
refundable tax credit on capital expenditures
(excluding land, building, interest, and tax-exempt
machinery and equipment)

3) LED FastStart® Program — customized workforce 1.0
recruitment, screening, training development, and
training delivery during employment ramp-up period
Estimated Total: $53.0 million
*Note: See Exhibit for more information
The estimated value of this offer is predicated on capital investment, employment, and payroll
levels projected in Jefferson Refinery's correspondence with LED. Please note that the above
offer is conditioned upon the following commitments by Jefferson Refinery:

a. Total capital investment by Jefferson Refinery in Louisiana of at least $327.5 million
by December 31, 2019.

1051 North Third Street « Baton Rouge, LA 70802 « 2253423000 * LouisianaEconomicDevelopment.com
An Equat Oppartunity Employer
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Mr. Mark E. Viator — Page 2

b. New jobs and new annual payroll (excluding benefits and contract labor) at the
Louisiana facility at the following levels:

Average Average

Number New Actual Number New Actual

of New Payroll of New Payroll
Year Jobs ($millions) Year Jobs ($millions)
2016 7 0.2 2021 65 2.9
2017 50 21 2022 65 3.0
2018 65 2.8 2023 65 3.1
2019 65 2.8 2024 65 3.1
2020 65 2.9 2025 65 3.2

This offer is subject to Jefferson Refinery coordinating with LED on a news release and public
announcement of the project, including information on the capital investment, the number of
new and existing jobs, the average salary associated with new jobs, and other relevant project
information. Any public disclosure of the project, regardless of whether the company name is
disclosed, by Jefferson Refinery or its representatives (e.g., on a website, in comments to a
media outlet, in a press release, through a public vote of a local governmental entity on local
incentives) prior to an official announcement coordinated with LED will result in the forfeiture of
the LED FastStart Program.

Please note that some of the proposed incentives will require the approval of other government
entities, including the Louisiana Board of Commerce and Industry. Our staff will assist you with
each of these application processes.

This competitive incentive offer demonstrates Louisiana’s enthusiasm for Jefferson

Refinery. The incentive offer, combined with Louisiana’s business-friendly tax structure and low-
cost environment, ensures that Jefferson Refinery will minimize both its net total and its ongoing
costs to operate profitably.

The foregoing offer described in this letter is valid for 60 days. We look forward to continuing our
discussions and hope we can accommodate your business needs. LED is committed to
supporting the long-term success of your company and to ensuring that Louisiana represents a
compelling platform for the future growth of Jefferson Refinery.

Sincerely,

Stephen Moret
Secretary
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Industrial Tax The Industrial Tax Exemption Program (ITEP) is Louisiana's incentive
Exemption Program | program for capital investments. it is available to manufacturers and
allows local property tax abatement for investment and miscellaneous
capital additions to existing facilities in Louisiana for a period of 10
years. The program is administered by the Louisiana Board of
Commerce & Industry. An Advance Notification form should be filed if an
individual project is to be greater than $5 million, or if the business is
also applying for another incentive (e.g., Enterprise Zone or Quality
Jobs) for the same project. The Advance Notification form must be filed
with LED, Business Incentives Services prior to purchasing materials or
prior to the beginning of construction.

Quality Jobs The Louisiana Quality Jobs Program is a jobs creation program that
Program offers a 5% or 6% annual payroll rebate on new direct jobs for up to

10 years. (Minimum requirement for the 5% rebate is $14.50/hour in
wages and health care and for the 6% rebate, $19.10/hour in wages and
health care, where the health care has a value of at least $1.25/hour).
The number of new direct jobs is based on the net job additions at the
project location less any net job reductions across all other in-state
locations (including affiliate locations) of the business applying for the
program. The program also provides a rebate of state sales/use tax paid
{(4%) on construction materials purchased during the construction period
and used exclusively on site OR a 1.5% refundable tax credit on project
capital expenditures (excluding land, building, tax-exempt machinery
and equipment, and interest). The program is administered by the
Louisiana Board of Commerce & Industry. An Advance Notification must
be filed with LED, Business Incentives Services prior to hiring, prior to
purchasing materials, or prior to the beginning of construction.

LED FastStart The LED FastStart Program provides a turnkey workforce solution for
Program business expansion and recruitment projects. LED FastStart identifies,
develops, and delivers performance-based training to equip workers with
the right knowledge base, technical skills, and interpersonal
effectiveness to help employers achieve their productivity and quality
goals in the shortest possible time. LED FastStart services include a
comprehensive needs analysis, training consultation, instructional
design, high-quality customized training materials, and instruction. LED
FastStart will collaborate with key business leaders and incorporate the
business’ strategic goals and objectives into the plan to ensure a
successful startup and continued operations for years.

The heart of LED FastStart's service is customized job-specific
training. LED FastStart enhances job-specific training with instruction in
quality systems, productivity improvement, employee involvement,
instructor skills, and leadership. All LED FastStart projects are initiated
with a thorough training needs analysis conducted by an experienced
team of manufacturing, service operations, and training specialists
These specialists will systematically analyze company processes and
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job classifications through observation (where possible) and consultation
with company subject matter experts.
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Tab 6

Other Taxing Jurisdictions

Not Applicable
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Qualified Investment
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QUALIFIED INVESTMENT

EXHIBIT B

If constructed, the new Jefferson Refinery Port of Beaumont facility would provide blending
operations, particularly for heavy North American crude, and would be located on the east bank
of the Neches River, with an expected investment of approximately $325,000,000. Investments

would be made in the following improvements and equipment:

Blender Building

Motor Control Center Buildings
Collection Pipes

Various Other Piping

Pipe Racks

Railroad Tracks

Railcar Scales

Blend Tanks

Crude Tanks

Loading and Unloading Tanks
Railcar Cans

Blender

Mixers

Boilers

Sump Pumps

Loading and Unloading Pumps
Transfer and Other Pumps
Lease Automatic Custody Transfer (LACT) Units
Process Control System

Lab Facility

Vapor Balance System
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Qualified Property
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QUALIFIED PROPERTY

See Tab 7, Qualified Investment.
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Tab 9
Land
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LAND DESCRIPTION

Orange County Appraisal District Parcel: R15279

Description: ABST. 23 W. STEPHENSON 148.42 ABST. 167 G. STEVENSON 78.000
2013 Land Value: $120,275

2013 Improvement Value: $154,344

A dock bulkhead existed at the site at the beginning of 2013 and was included in the 2013
property assessment.
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Lo Ll L e L b
BAST BRAUMONT. TORNSITE CO.,. f THE.STATE OF.TEXAS COUNTY OF JEFFERSON, KNOW ALL MEN BY THSSE

{ k] PRESENTS: That The Rast Besumont Townsite Oompany, n jolint
CITY OF BEAUMONT. stook assoclation, with headquarters at Beaumont, Jefferson
' Desd. i County, Texas, and its'legally and duly eleoted and qualified
CRB T S

trustess, H. A. Perlstein, J. 8. Broussard, and Wa. Sungir.‘
all of Baaumont, Jefferson County, Texms, hereunto duly suthorigzed, for apd in consideration of
'tha oum of ONS HUKDRED BIOHTY~-SEVEN. THOUSAND FIVE EURDNXD DOLLARS (uav,goo.oo) cash to 1t in
nam paid by the City of Besumont, a muniolpal corporabion of Jefferson Oounty, Texas, the rscaipt
o.‘.‘ whioh is heredy acknowledged and confessed, has granted, aold, end conveyed, and by these pre-
unhs doss grunt, eell, and omuvey unto the said 0ity of Bea\mont. a municipal corporation, of the
CSounty of Jeffersen, State of Texas, all that certaln, tract or parcel of lend, being two hundred
i,ﬂrty {860) aores of land out of the Gilbert Stephenson md Willlem Stephensm surveys in Oraugs .
County, Texas, more spacirically desoribed by the following field notea:

: "A part of East Beaumont Townsite out of the Wm, Stephenson Survey mnd the Gilbert Ste-
‘phengon survey iu.Orangs Oounty, Texae; . h

~
Fa

Beginnlng at the interseotion of the penter line of the K, G, 8, Ran;-om traok with
the calt bank of the Neohes River; thenca with the meandara of mid r!,vu' u follows: 8. aa’aag.
S . o re. 6. &k asg. 88t X, 14D £1., N, 74 dog. 290 B, 190 e., 8. 70 geg. 15° . vh0 .,

..
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8. 76 deg. 14' . 280 £t., 8. 55.deg. Fa' K. 260 25., 8. 50 dog. §8 B, 2d0 tt., 8. 53 deg. -
x. +o ., 8. {0 aeg..d1' 3.4385 ., 8. & dog. 210 3,240 i, 8. s'a deg, 40 z. sfo ., .
(s geg. %' B, 506 ft., 9, év aeg. 41t 2. 650 £6., N. & dog. 26' E, 060 te., W, A aeg. 311 2.
20 1. eo cOrmer; chenon north 488 ft. to oenter of said K. 0. 8. Railroad f.nak' thence with
sans S..Gl ug.,oe' Y. 4444.& £6, to cornmer; thence with same 8, u deg, 56' R, 269 Coot and 3.
413 deg. 46' W, 52’7 4. to main bridge; thenoe with sams 3, 47 dJeg. 10' W. 200 ft. to place of be~
" ginning, dontaining 250 mores of land, inclusive of offseta to rivar bark and exolusive of K. O.
8, Rallway Company's 78 foot right of way om south side of track.”

And as shown and delinsated upon the dlueprint map or plat of said land attaohed hers-
to, marked "Exhibit A", and made a part heraof,

70 HAVE AND TO HOLD the above-desoribed pramises, together with all and singular the
rights and appurtenances thersto in anywise belenglng, unto the sald City of Besumont, its suo-
cesscrs and assigns forever, provided, however, the grantor reserves unto Iitself a ome-sixteenth
{1/16) perpetual royalty upon any minsrals.produced from said two hundred fifty (260) aores of
land herein conveyed.

And The Rast Beaumont Townsite Company hereby binds itself, its trustees, sucoessors,
and assigns to warrant and forever defend all and singular the said pramissa unto the sald Oity
of Beaumont, a munioipal corporation, its suococeasors and assigns, sgainst mry person whomsoever
lawfully oclaining or.to olaim the sams or any put theraof.

Apd for and in consideration of.the m-mius, .The Xast Bemumont Townsite Qompany, snd
ite Trustees, hsrsupto Quly anthorlna. &o hereby bargain, grant, sell, and oonvey unto the said
City of Bemantﬂg munieipa) corporstion, its suacessors and assigns, the following right-of-
ways and easements, to wit: ' .

A, A right-of-way, the free and unintarrupted ude, n:hurty. and privilege of and psssage
.in and ‘along, for all highway purposes, a ocertain way over a atrip of land sixty (60) feet in
width, beginning at.the Neches River bank atowt 2500 fest east of the Scuthern Facific Railroad
bridge, thanoe parallel in a northeasterly direotion with the Southern Paoific and Kansas Oity
Southern right-of-way, respaotively, to & connsotion with the 014 Spanish Trail highway; thie
was formsrly.a seotion of the old Beaumont~Orange Rvad utilizing the El.elm::r Street orossing.

B. A right-of-wey, the frae and uninterrupted use, liderty, and privilsge of and pas-
sege in and along, for all highway purposmes, & csertain way over & strip of land aixty (80) fsot
in width and extcnds..ns from the 250-aore’ tract of land oonveyed herein at a point ahout 1850 fost'®
sast of the Kansas City Southern Railrosd bridge, thence extending in a mortheasterly direstion
along the Bast Beaumont Townsite Company’s 1qveé dnd parallels the river, to a conneotion with
the right-of-way easemant oconveyed in artidle {A) hereof. This is another esoticn of the old Bsau-
mont~0rangs Road utillzing the Hickory Street onoalix;s. P

Ce A right-of-way, the free and uninterrupted use, libderty, and privilege of mq passage

- in and alemg, for all highway purposes, & oertain way over a strip of land sixty (60) feet in
width and extending from the 260-aore traot of land oon'wyed herein by way of the Kanems City
Southern Rajlroad and Scuthern Paoifio .Reilroad undarpasses, respeotively, to a comneotion with
the Mshwny'nume desoribed in article {(A) hereof.

Ds A right-of~way for the free and uninterrupted use, libarty and privilege of and pas-
seage in and elong a cortain way, for all hishuay' purposes, for the building of switoh traock or
tracks of railroads conneoting with the Sau.thern Paoifrio Rallrond and for the omatruotionigf
ditohes for drainage faoilities ovear a'strip of land eighty (80} feet in width beginning at a
poind -6n the Southern Pacifio Eanroaa righe-or-uuy atout 1000 .feat northeast of the "Blooking
Tower” and continuing thence due south to & cdmmeotion with tha Neohes River.

E. A right-of-way for the free and unintar.rupzed use, liberty, aud privilege for the
laying of uuroad switoh tmoks and ths use mreor over. a urip of lsnd tweaty (20) feet in

PP s dmr miyeee 8 mime ey g = = e e e
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width, having as its beginonicg a point on the west side of the land designated in article (D}
‘hereof, about 1350 fest north of the Neches River and omtinuing westward, mors or less, parallel

. to the River to the 250-aore traot herein conveyed.

T, A right-of-way over the land of the Xast Besumont.Tewnsite OCompany to east of the
850-a0rn traot of land herein ocnveysid and the right to lay and sonstruot pipe lines ocnneoting
with the present trunk pips line of the United Gas System (gas) and the Magnolia Petroleum Company
‘(oxrude oll), respeotively, to conneot with the 260-acre tmmot of land hersin oonveyed.

C. A tisht-ot-w over the Eut Beeumont 'rawnaiee Canpany's propsrty immediately along- -
side the Scuthern Paoiﬁo Rallroad, und the Kansas .City Southern Railroad right-of-ways, rsspeot-

"ively, snd the right to ersot poles and uot telephone, telegmph, alectric light end eles- ’ )

tria power lines to a oommeotion with the wen't terminus of the r!.ght-nr-m aof the Gulr States
Utilities Company looated alomg the 0ld Spanish Trall appmmeuy ons mue narth of the £50-

.acre tract of land herein conveyed. 3

R, A right-of-way of suffiocient wid'th as may be required by the Orange County Water

'Ompuxv. Ino., or its suvoeseors, and the right to oonstruot a canal theyeover for the conveyanoe -

‘of water ovar and acrpes the lands of the Eset Beaimont Townsite Campany 60 the east of tha 250«

_sore tract herein oonveyed, and along ths 2lvision line of the Gllbhert Stephenson snd Wa. Stephen-

son Leagues of land in Orange Oounty, Texas, to the asst houndary of The East Beaumnt Towneite

‘Compsny's land in Orange Ocunty, Texas, fOr & oanal omneoting with this Orange County Water Com-

pany System, said right-of-way being epproximately 5-1/2 milea in extent.

I. A right-of-way sixty (60} feat in width for all highway purposes, and the fres and
upinterrupted use, liberty, and privilegs of and passage in and alcng the same aoroes the land
leading from the 014 Spanish Trall highway at a point where it orosses the Kaneas City Southern
‘Railroad before it turns east to Vidor near the old Bidkory Street Roed eatrance to the property

of the Baat Beaumont Townsite Oompany, thence to somnsot with the 250-aore tract of land horun LN

conveyed. .

. Said easements and right-of-ways being delineated upon the map or plat hereto ‘aeea'ohe_d :
und marked, “Exhibit B", -and hereby referred to for a more partioular desoription. ' '

TO HAVE AND TO HOLD the abovesdesofibed property unto the #aid City of Bsaumont, 1tn v

Juoooua'u and aseigne foraver, and The Bast Bemumont Townsite Compsny hereby binds ienolf, 16w -
trustees, successors and assigns to-warrant and forever defend all aud singular the said Propere
'g.y !'.m.'o!.n conveyed unto bh; mid City of Beaumont, its suncoessora oz asaigns, agalinst every por-
_fion whomscever. lawfully olaiming or to olaim the same or any part thereof.

. And it is further distinotly understood and sgreed by both parties hersto that the fsev-

weral easensuts for roadways, switoh traoks, water supplies, power lines, telephome and telegraph
lines, over the property of The East Beaumont Towmnsite Campany not inoluded in the 250 acres of
.land herein conveysd are intended for ths use of the Oity of Besumont, its sicoessors or assigns,
:and in no event is the City of Beaumont, its lnpoouor's or assigns, to have any exolusive rights
,into or upon said easements or riaht-of~waya, and that all the comforts snuring from time to time
ehroush said pasements, suoh as drainege, freah water npply, eleotrioc pover, switohing servioe,
talophoun, telegraph, and gas lorvioo, are to be evailable alike’ to The Bast Beaumont Townsite -
company, its sucoesacrs or assigne, and to the City of Beaumont, its suocessors or asaigns,

Iy is further underatood and agreed by the parties hereta that The Emst Besumont Town=
’un Ocmpany, i ocnveying the. easement for water supply oanal gesoribed in artiole (H) nersof,
raurvu for L‘Zult. its sucoessors or aesigns, a perpstual right of egress and ingress to and a~
urou sald rlght-of-way, as well as the right to oonstruot improvaments, 'build and maintain
:streets, alleys, drainags ditohes, pipe linee, and other faoilities insident to an induetrial
1'aﬂditi¢.m or oity aoross the strip of m;l affected by eald eassmmant, with the understanding, how-
over, that the omnal or whatever conveyanoe may he pravided for oconducting weter thersover will

C e e .. PN .
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‘1 bs mafeguarded by The Bast Beauncnt Townsite Company. And it is further unisrptool aml mgresd '
that in' the provision of the water aupply canal o'n'r said easement , The Past Beaumont Townsite :
Company's canel levesa and roadways shall not be destroyed or unreasonably deamaged. ,

16 is further understood and agreed by the parties hereto that %he land herain wnvay-d_‘
to the City of Deaumont, and that affeoted by the sasements herein conveyed, I8 a part orf The
Beat Beaumont Townsite Compeny's land uhiuh_ has been surrcunded by & levss to protect it againgt |
overflow fram rises in the Nechss River and has besn provided with a aystem of canals for drain~
age of same, and that both partiss hareto, thelr succeesors end assigns, shall not so' improve or '
use the land over which the several easaments have been conveyed as will destroy the purpose for :
which sajd levees or arainage oanals were oxeated.

4B a part of the consideration for this conveyamwae, The Baat Beaumont Townsite Compmy,
and the trustees thereof, hua‘by walve any alaim to the spoils to be sngendersd by pending ime
provements of the waterway ocontiguous to the land purohased by the Bity brein, and further walve
any olaim to the apoil in that msotliom extending from the -onth;ut cornsr of the 280-aors tract
of land conveyed herein down stream o a point dirsotly above the drainage cutlet of The Kaat
Beaumont Townsite Company at its pumping statilon, so that the Oity of Basumont may use same for

"the further filling in of the propsrty herein oonveyed.

In turther soneideration hexreof, The Faast Baaumoat Townsite Company, and the trustess
thereof, hersby withdraw any and all objecticns which they have ‘horutorm-x:salltorsﬂ sgainst

_suoh oontemplated improvement work by the ﬁnuod States Oovermment or by the Wharf and Dook Board
of the 04ty of Beaumont on the Neohes River and harbor development, and hamby bind thenselves to
make no further ohjeotio'nu thersto. . ®

It is rurthor distinotly underastood and asrcog that The East Beaumont Townaite Company
is a joint atook mssoolation, without perscnal liability of the stookholders, Gruauu, or offi-
oers, and that for any debt, demand or damage, judgmeut, or deorss, or for sny money obligation .
whatever that may become due and payabls by reason of this contraot or 1t® breach ar performance
in whola or in part, againet the sid The Enc Beaumont '.Pommlta Gmpnny and in favor of the par-
ty of the segond, or other party or parﬂu in whose behalf suoh demand may u'!.u, shall look ox-
olusively to the trust proporty in the hande of the trustee of said assooiation for payment or
sama, and upon no. acoount and in ao event shall there ba any individual 1ibaflity of the shara-
hojders, its o;ﬂoera or cru_-ton, under anl by virtue of the terms of this oontrmat,

In vestinony whersof .-Tae Xast Bsawzont Towasite Oompany and the trustese thereof, H, Ae:
Parlstein, J. E, Broussard, and Wh, Saengar, have ted thie desd end had the same attested hy!
the secrstary end cauged the seal of The East Beaumont Townaite Company to be hareto affixed this,
the 12th day of March, 4. D. 1937.

{sBAL) ' EAST BEAUMONT TOWNSITE COMPANY
H, A, Perlstein '
¥. E. Brousserd
¥Willism Saenger
Truatees

THE STATE OF TEXAS
COUNTY. OF JEPFERSON BEFORE ME, ths undersigned notary publio i:n and for Jefferson Ocunty,
Texap, on this dey po:rscnsuy appeared K, A. Perletein, J, B. Brouaurd, and ¥m, Saenger, trustees
of The East Beaumont Townsite Compeny, each of whom is known to me to be ths person whome name
is subsoribied to the foregoing instrument of writing, ano. geverally aoknowledged to me that they
exsouted the sames for the purposes and aonsiderations chareln expressed nnd in the upau:lty theret
in atned, and as the aot and deed of The East Beawmont Townsite Oompany.

GIVEN U‘NDIR MY HAND-AND SEAL OF OXPIOE on this the 13th aay of Mu'oh, A. D, 1937,
{SEAL) . Louloe Averre
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) T Fotary, Publis in aud for Jefferson Oounty,Texas)
‘{Map marked "Exhibit A* harsto attaoched, recorded in Vol. £, Page &5, Map Reocords, Orange Oounty._
1+ Texas) . - .

" {Map marked MExnibit B" hereto attached, recarded in Vol. 2, Page 4§, Map Resords, Orange County
' Texas) ‘ o
. Filed for record the 260th day of April, A. D., 1937, at 8 o'clook A. M.', and duly re~
.oorded this the lJ.t'h dus; of May, ?(. Doy 1927, at 113256 o'olook A.‘m. ‘ i T '

We A, Cumning, Clerk,

1

;BYMNWHH

County Court, Orange County, Texas,
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EXISTING PROPERTY

Jefferson Refinery, LLC currently operates the Port of Beaumont Petroleum Transload Terminal
(PBPTT). The terminal, which began construction in 2013 and is expected to be complete in
2014, is a light crude offloading and storage facility. Operations at PBPTT began in December
2013, and approximately 30 new jobs were created at this facility in 2013. When complete,
PBPTT will be capable of storing light crude and transferring light crude from train cars or
storage tanks directly to barges. The Port of Beaumont Petroleum Transload Terminal is not
the subject of the present Application for Appraised Value Limitation on Qualified

Property.

In contrast, the proposed project that is the subject of this Application is a bitumen blending,
offloading, storage and processing facility. The heavy crude known as bitumen is highly viscous
and must be heated to over 200 °F in order to flow. Specialty equipment is required to be able to
unload the bitumen from rail cars or tanker trucks, and the heavy crude cannot be transported
via pipeline due to its high viscosity. The proposed facility would be capable of heating and
blending bitumen with light crude to produce a new product capable of transport via pipeline. As
bitumen is heated, lighter end materials come off the feedstock. The remaining material may
then be blended with other materials to form a product that is more easily transportable and
compatible with existing Gulf Coast refineries. The existing PBPTT facility is completely
independent of the proposed project. The systems cannot be combined or integrated due
to the risk of contamination of the light crude system by the bitumen.

As of January 2014, PBPTT had the following equipment on site:

120 Railcar Unloading Stations
2 LACT Units

LACT Prover
Underground Can

2 Storage Tanks

8 Pumps

Thermal Oxidizer

Pipe Racks and Piping
Railcar Scanners
Temporary MCC Building
Temporary Control Room
Dock Superstructure

At the time of this application, 2014 property value assessments had not yet been issued for the
property located at the Port of Beaumont Petroleum Transload Terminal. The equipment was
new in 2013 and therefore did not have a value as of January 1, 2013, the latest year for which
assessment data was available.
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Maps
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Tab 12

Waiver of Job Creation Requirement

Not Requested
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Wage Requirement Calculations
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WAGE CALCULATIONS

ALL JOBS (ALL INDUSTRIES) IN ORANGE COUNTY:

EXHIBIT B

QUARTER AVG WEEKLY WAGES* ANNUALIZED
2012 Q4 $882 $45,864
2013 Q1 $892 $46,384
2013 Q2 $845 $43,940
2013 Q3 $898 $46,696
AVERAGE $879 $45,721
110% 110%
$967 $50,293

MANUFACTURING JOBS IN ORANGE COUNTY:

QUARTER AVG WEEKLY WAGES* ANNUALIZED
2012 Q4 $1,530 $79,560
2013 Q1 $1,756 $91,312
2013 Q2 $1,493 $77,636
2013 Q3 $1,549 $80,548
AVERAGE $1,582 $82,264
110% 110%
$1,740 $90,490

REGIONAL WAGE RATE:
REGION AVG WEEKLY WAGES* AVG ANNUAL WAGES*

SOUTH EAST $1,175 $61,118
110% 110%
$1,292.88 $67,230

* SEE ATTACHED TWC DOCUMENTATION.
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Quarterly Employment and Wages (QCEW)

@Year EPeriod [%]Area

2012
2012
2012
2012
2013
2013
2013

http://www.tracer2.com/cgi/dataAnalysis/IndustryReport.asp

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr
1st Qtr
2nd Qtr
3rd Qtr

Orange County
Orange County
Orange County
Orange County
Orange County
Orange County
Orange County

Total All
Total All
Total All
Total All
Total All
Total All
Total All

00
00
00
00
00
00
00

Texas LMCI TRACER, Data Link

OO O 0O 0O o0 O o
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; _Bacig

Page 1 of 1 (40 results/page)

E]Ownership @Divésion [%]Levei [%]ind Code @industry

Total, All Industries
Total, All Industries
Total, All Industries
Total, Alf Industries
Total, Al Industries
Total, All Industries
Total, All Industries

@Avg Weekly Wages

$922
$822
$854
$882
$892
$845
$894

1
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Texas LMCI TRACER, Data Link

Quarterly Employment and Wages (QCEW)

EIYear @‘F’eﬁod E]Area

2012
2012
2012
2012
2013
2013
2013

http://'www.tracer2.com/cgi/dataAnalysis/IndustryRe port.asp

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr
1st Qtr
2nd Qtr
3rd Qtr

Orange County
Orange County
Orange County
Orange County
Orange County
Orange County
Orange County

Total All
Total All
Total All
Total All
Total All
Total All
Total All

31
31
31
31
31
31
31

N NN DNMNNNN
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31-33
31-33
31-33
31-33
31-33
31-33
31-33
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' B;.Ck

Page 1 of 1 (40 results/page)

@0wnevship E'Division @Level El!nd Code Etndustry

Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing

Wk oW
$1,910
$1,451
$1,477
$1,530
$1,756
$1,494
$1,531
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Tab 14
Schedules A1, A2,B,C,and D
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Tab 15

Economic Impact Analysis
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ECONOMIC IMPACT ANALYSIS

The economic impact study will be performed by the Comptroller at a future date.
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Tab 16

Reinvestment Zone
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ORDER FOR DESIGNATION OF REINVESTMENT ZONE

WHEREAS, the Commissiouers® Court of Orange County, Texas, has determined that the economic
well-being of the Orange community is a primary concern of the Cowrt; and

WHEREAS, Chapter 312, Tax Code, V.A.C.S. known as the Texas Property Redevelopment and Tax
Abatement Act provides that Orange County has authorily to create reinvestment zones within the County for
the purpose of economic development; and

WHEREAS, on November 18, 2013, the Orange County Commissioners’ Court established certain
guidelines and criteria governing tax abatement agreements and indicated the desire of Orange County to
become eligible to participate in tax abatement; and

WHEREAS, Jefferson Refining, Inc. has indicated a desire to create a reinvestment zone comprised of
real property belonging to Port of Beaumont, for the purposes of economic development as defined under the
Texas Redevelopment and Tax Abatement Act; and

WHEREAS, on the 11th day of December, 2013, notice was published in the Orange Leader, a
newspaper of general circulation in Orange County, Texas, stating that a public hearing would be conducted by
the Orange County Commissioners® Court on December 18th, 2013, to consider the application of Jefferson
Refining, to have property herein described as Exhibit “A”, designated as a reinvestment zone; and

WHEREAS, it is the finding of the Commissioners’ Court of Orange County, that the terms of the
agreement and the property would be a benefit to the said property and the development anticipated fo occur in
the proposed zone would contribute to the economic development of Orange County, Texas; and

WHEREAS, it is the finding of the Commissioners” Court of Orange County, that the designation of
the reirvesiment zone would contribute to the retention or expansion of primary employment within Orange
County; and

WHEREAS, it is the finding of {he Commissioners® Court of Orange County, that the terms of the
agreement and the propenty described as Exhibit “A™, meet the applicable guidelines and criteria adopted by
Orange County; and

BE IT THEREFORE ORDERED, that the Commissioner’s Court of Orange County, hereby

designates as a reinvestment zone property herein described as Exhibit “A”, pursuant to the authority of
Section 312.401 of the Texas Property Redevelopment and Tax Abatement Act.

. ENTERED INTO on this ihe 18th day of December, 2013.
a

//ﬂ/% &

X pavid I Dubose, Commissioner, Pct. 1 Owen Burton, Commissioner, Pct, 2

—f

Todyy Crump, Comufsioner, Pet. 4

ohn Banken, Connnissioner, Pet. 3

Atlest:
&. Depy
Karen Jo Vance, County Clerk

PAGE 93

L U,



e

EXHIBIT B
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B e o e

BAST SRAUMONT. TORNSITE CO.,. THE STATE OF. TEXAS GOUNTY OF JEFFERSON, XNOW ALL MEN BY THESE
{ T FRESKNDTS: That The Bast Beaumont Townsite Uompany, a joint
CITY OF BBAUMONT. . 8took aseooletion, with headquarters at Beaumont, Jefferscn

' Desd. Gounty, Texas, and its legally end duly eleotsd and qualified

RTTTVTTIETVPRREEy RN EE e trustees, H. A, Perlsbein, J. X. Broussard, and ¥m, Ssenger,

:511 of Beaumont, Jefferson County, Texas, hereunto duly mughorized, for and in oonui.a.outl.on.ot
ithe sum of ONE HUNDRED BIGHTY-SSVEN. THOUSAND FIVE HUNDRED DOLLARS ("18,7,500.00) aash to it in
r'numi paid by the City of Besumont, A munisipal oorporation of Jefferson Ocunty, Texzas, the receipt
'of which 1s hersby ecimowledged and confesasd, has granted, sold, and omveysd, and by these pre-
?unbn does grant, gell, and ocuvey unto the said Oity of Bommoit; 8 munieipal oorporation, of the
County of Jeffersen, State of Texas, all that sertain, tract or psroel of lend, being two hundred

E,tl.tty (260) eorea of land cut of the Gilbert Stephenson md Willlem Stephenam surveys in Orange .
County, Texas, more spsoifically desorided by the following fisld notes:

A part o'i' Rast Beaumont Townsite out of the Wm, Eteppanson Survey and the Gllbert Ste-
iphenson survey im Orangs Opunty, Texas; | )

N -
o7 Boginning at the imterssoction of the center line of the K. C. 8. Railrcad track wl.th
t.he uut bank of the Neohes River; thenoce with the meundars of mid r!,vu‘ as follows: 3. HB deg.

‘b 5. 435 o1, 5, &2 deg, 280 2. 24D £t., W, 74 aog. 200 B, 160 ft., 8. o deg. 15 5. 780 e,
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\

8. 76 eg. 1h' . 550 t., 6. 66 deg. o B. £50 £t., 5. 90 deg. €80 B, 250 £, 8. B3 dex. 411
2, 4o rt,, 8. {0 aeg..81* 5./585 £t., 8. 5% deg. Z1* 3..140 20, 8. € aeg. 40! =, 30 t., 8.
¢ tag. 01 B, 208 tt., 8. &7 deg. €1 %, €80 rt., N. 82 deg. 16" E. 950 rt., N, 71 deg, 51 E.
a’o ££, t0 cornsr; thenos no;u\ 46‘68 £5. 4o oenter of seid K. O. S, Rallroad track; thenoce with
saus s..ds. dog.,og' w. “‘A.& ft. to corner; thenos with same 8. bll deg. 5‘7' R 26’0 foet and 8.
4'9 deg. M')' W, 52"? ft: to main bvridge; themee with sams 8, 47 Geg, 10' W. B00 ft. to place of be-
" ginning, oontaining 250 acres of land, inolusive of offsets to river bank and exclusive of K. 0.
8, Raflway Company's 75 foot right of way on south side of track.”

And as shown and delinsated upon the blueprint map or plat of said land attaohed here~
to, marked "Exhibit A", and mads a part hereof,

TO HAVE AND TO HOLD ths ahove-dasoribed pramises, together with all snd singular the
rights and appurtenances thersto in anywisme belmging, unto the said City of Besumont, its suo-
cssscrs and assigns forsver, provided, however, the grantor reserves unto itself a ome-pixtaesitth
{1/18) perpetual royalty upon any minerals.produced from seid two hundred fifty (£60) aores of
land herein conveysd.

And The Rast Beaumont Townsite Oompeny hereby binde itaelf, its trumtses, sucoeescrs,
and assigns to warrant and forsver defend all and singular ths ssid premises unto the said Oity
of Bsaumont, A munioipal corporation, ita successors and ussigns, against mry Derson whomsosver
lawfully olaining or.to elaim the smems or any pu-t thereof,

Apa for and in consideration of, the n:unu.un, The East Bemumont Towneite Ocmpany, and
ite Trustees, hareupto duly anthorizod, do herehy bergain, grant, ssil, and oonvey unto the said
City of Bemune}:,p nunieipa) oorporauon, its suocessors and assigns, the following right-of-
viays and easmements, to wit: ' .

Ao A right-of-way, the free and uninterrupted use, ).!:harcy, and privilege of and passage
.in snd along, for all highwsy purposes, a ocertein way over a atrip of land sixty (80) feet in
width, bveginning at the Neehes River bank about gnoo feot eant of the Southern Pasifio Railroad
bridge, thante parallel in a northeasterly direction with the Socuthern Pacifio and Kanaas City
Southern right-cf-way, respastively, to a comnsotion with the 014 Spanish Trail highway; thie
was formerly a section of the old Beaumont-Orange Road utilizing the xiokoiy Sgraet orcssing.

B. A right-of-way, the free and uninterrupted uss, lidexrty, and privilege of and pasg-
aage in and along, for all highvay purpomes, & ocertaln way over a strip of land aixt.y {60) teet
in width and e:tanu'ns from the AB0-aore tract of lend conveyed herein at a point avout L350 foet!
sast of the Kansas Uity Southern Raliroad bridge, thence extending in a morthsasterly direction
along the East Beaumont Townsite Company's :I.qvoi &nd parallels the river, to a conmsation with
the right-of~way eassment convayed in artidle (A) hnreot. This ia another mseotion of the old Beauw

mont~-Orange Road utilizing the Riokory Streaet ononing. -

C. A rignt-of-way, the frees and uninterrupted use, 1iberty, and privilage of end passage

- in and almg, fox all highway purposss, a oertain way over a strip of land sixty (80) feet in
width and extending from the 260-acre tract of land oon'wyad herein'by way of the Kensms City
Southern Railrcad and Scuthern Paocifio .Railroad underpasses, respectively, to a conneotion wibh
the Mghwny'onenmt desoribed in artiols (A) hereot.

D, A right-of-way for the free and uninterrupted use, liberty amd privilege of and pas-
sage in and along a certain way, for all hiehway purposes, for the bullding of switoh track or
tracks of railroads ocomneoting with the Sou.ehern Paoifio Railroad and for the camstruotion\gf
ditohes for drainage facilities over a'ateip 6! land eighty {80} feet in width beginning at a
point -én the Bouthern Pacifis Rulr_pg_l'-'ruht-ot-ny about 1000 .feat northeast of the “Blocking
Tower” and continuing thenco due south to A G5mmestion with the Nevhes Hiver.

Eo A right-of-way for the free and uninterrupted use, liverty, and privilege for the
laying of rc,!.lma.d switoh tracks and the use shueuf over, a at.ri.p of land fmenty {20) feet in

P i mp My e e aime brey e T m ce arr s
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»widtb. having u its beginniag a poinf. on the wast side of the land designated in artisle o)

'lmrnor, about 1350 feat north of the Neohes River and oontinuing westward, mors or less, parallel
. to the River to the 280<acre tract herein conveyed.

P, A right-of-way over the land of the Fast Desumont.Townsite Oompany to east of the

850-aore traot of land Berein oconveysd and the right to lay end construot pipe linds oonneoting ’

with the pressnt trunk pipe line of ths United Gas Systen (gas) and _f.hc Magnolis Petrelewrs Cempany
"(ornde ofl), respectively, to conneot with the 250-aore tmot of land hersin oonveyed.

G. A right-of-way over the Raat Beaumont ?.muite Oampazy's property immedimtely along=~ -
side the Scuthern fno;ﬂo Rallrosd, anc' the Kaneas .City Southern Railroad right-of-waye, respaat-

’ivol.y, and the right to ereot poles and oonstruot telephone, telsgrarh, elootrio light and elesc~

tria power lines to a oommection with the wa;m terminus of ths rl.ght-ot-m of the Gulf States
Utilities Company located along the 0ld Spanish Trail approximately one uuo narth of the 250~

.sore tract of land herein conveysd. 3

H, A right-of-way of surfiolent wldﬁx as may be required by the Orange County Wltar

'Ompnny, Ino,, or its successors, and the right tu oonstruot a canal thereover for the conveyanoe -

‘of water over amd aorpes the lands of the Kast Beaimont Townsite Company to the east of the 250-

_aore tract hersin conveyad, and along ths division line of the Gilbart Stephonson snd #m. Stephen-

son Leagues pf land in Orange County, Texas, to the aast boundary of The East Beaumnt Townsite

‘Company’s land in Crange County, Texas, for a oanal canmeoting with .tﬁo Orange County Water Cos-

pany System, sald right-of-way being approximately 3-1/3 miles in extent,

I. A right-cof-way sixty (80) fost in width for all highway purposes, mnd tha free and
uninterrupted use, libverty, and privileges of and pasassge in and aleng the same asross the land
1eading from the Old Spanish Trail highway at a point where it orosses the Eansas City Southern
‘Railroad befors 1t turns esst to Vider near the old Bickory Strest Road entrancs to the property -
of the Kast Beaumont Townsite Ucmpany, thense to comnsat with the 850-aore tract of land Mrc!.n D

convayed, ;
R Said easenents and right-of-ways being delinsated upon the map or plat hereto _aeu'uhold .
nu marked, *Exhibit B", and hereby raferred to for a more partioular description. ' ’
TO HAVE AND TO ROLD the abovqsdesofibsd property unto the said City of Bonumont. n-

_mooeuuru and agugna forever, and The Bast Beaumont Towansite Compsny hereby biude unnr, ite-

trustees, succeseors and aeeigns to-warrant and forsver defend all aud singular the said Fropere
‘ty l_urol.n conveyed unte the mid City of Beaumont, its sucoessors or asaigns, againat every per-
son shomsocever lawfully olainming or to claim the same or any part thereof.

N And 1% 18 rurther distinetly understood snd mgreed by both parties hersto that the asew-

-eral easemants for roadways, switoh traoke, water supplies, power limes, talephons and telegraph
lines, over the property of Ths East Beaumont Townsite Company not inolnded in the 250 aores of
_:Lnnd herein oconveysd are intended for the use of the City of Besumont, its micoessors or asmigns,
:and in no event is the Uity of Beaumont, its lu_ooeuoic or asalgns, to have any exolusive righte
,Anto or upon said eassments or yight~of-ways, and thab all the comforts enuring fiom tims to time
th.roluh said easemente, such as Arainage, freash water mpp:l.y. eleotric power, mnmg servioe,
tul.ophom, telegraph, aud gas urvioe, are to be -vanaue alike' to The Bast Bnumone Townsite -
compnn.v, its succeesors or assigns, and to the Oity of B t, its 8 or assigns.

It 1 n_:rthu undsratood and agresd by the parties hereto that The Emst Beaumont Town-
‘site Oampany, ii oonveying the. easament for water supply vamal desorived in erticle (H) hersor,
'iruornl for iXself, its sucoessors or assigns, a perpetual right of egress and ingress to and a-
:oron sald right-of-way, as well ax the right to oconstruot improvements, -build and maintain
istreets, alleys, dralnage ditohes, pipe lines, ani other fanilities inoident to an industrial
'.'additi?n or oity aoruss the strip of m& affected by sald essement, with the nnderstanding, how=
;ever, that the osnal or whatover conveysnte may be provided for conduoting water thereavar will
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"ba safeguarded by The Bast Beawmont Townsite Company. And it is further unierstood aml mgreed |
that $n' the proviaion of the water aupplj oanal on.r mia assement , The ¥sat Beaumont Townsite :
Company's canal levess and roadways shall not be destroyed or unrsasonably damaged, ,

It is further understood and agreed by the parties hersto that the land herein um.msyadL
to the Oity of Beaumont, and that affeocted by the sasements herein conveyed, is a part of The :
Esst Beaumont Townsits Company's land Whioh' has been surrounded by a leves to protect it against ;
overflow froam rises in the Neclhes River and has been provided with a system of oenals for drsine
age of same, and that both partiss hereto, thelr successors and assigns, shall not so' improve or a’
use the land over which the several easaments have been conveyed as will deetroy the purpose for ;
which said levess or arainsge canals were orested.

A8 a pert of the consideration for this conveysmoe, The Esst Beaumont Townsite Compmy,
and ths trustess thereof, hm:l:y waive any alaim to the spoils to be engendersd by panding im-
provements of the waterway sontiguous to the land purchased by the Oity hnx-ein, and further waive
any claim to the spoil in that section extending from the uoubh;alt corner oi‘ the 250-aore tract
of land counveysd herein down stream to a point direotly above the drainsge outlet of The Emat
Beaumont Townsite Compeny &t its pumping station, so that the Oity of Beaumont may uss same for

"the further f1iling in of the property herein convayed,

In further consideration hereof, The Tast Bsaumont: Townsite Company, amd the trustees
theraof, hereby withdraw any and all objections whioh they have _hu'eeorm-z.‘agutered againet

_such contemplated improvement work by the fm!.ted States-Oovermment or by the Wharf and Dook Board
of the 04ty of Beaumont on the Naches River and harbor development, and hanby bind themsalves to
make 7o further cbjeotions thereto. i

It s rmm distinotly understood and asroe,g that The East Beaumont Townsite Company
is = joint stook association, without perscnal 1iavility of the stookholderas, mateu. or offi-

“

oers, and that for any debt, demand or damage, judgment, or deores, or for sny money obligation )
whatever that may become dus and payabtle by reason of this contraot or 1ts breach or erforaance
in whola or in part, agalnst the mid The !nt Beaumont '.!ovms!.ta Gmpuny and in favor of the gu-
ty of the second, or other party or puuel in whoss behelf such demand may aries, shall leck -x-
olusively to the trust property in the hands of the trustse of said assooiation for payment or
same, and upon mo. acoount and in no evant shall there be any individual 1lihaility of the share-
hojdera, ita ofrioera or tru'atoen, under and by virtue of the torms of thiam scontract, .
In testimony whereof-The Rast Beaumont Towneite Company and the trustess thereof, H. A.

Perlstein, 7. 2, Brouseard, and ¥h, 3 » have ted this deed end had the same attested by
the Beoretary ani oauged the seal of The East Beaumont Townsite Company 4o be bapeto affixed thie),
the 12th day of March, A. D. 1937,
{BBAL) © FAST BEATMONT TOWNSITE COMPANY

§. A, Perlstein '

¥. 2. Broussard

William Saengey

Trustees

THE SPATE OF TEXAS
COURTY: OF JEFFERSON BEFORE ME; the undersigned notary public 1.n and for JYefferson County,
Texas, on this day po_rsonany appeared H, A. Perlatein, J. E. ﬁmuunrd, and ¥m, Saenger, trusteee
of The East Beaumont Townsite Compeny, esch of whom is known to me to be the person whose name

is subsoritied to the foregoing instrument of writing, and severally acknowliedged to pe that they
sxacuted the same for the purposes snd oconsiderations therain expressed and in the napas!.ty therel
in entea, and as the act and deed of The Rant Beaumont Townsite Company.

GIVEN UNDER MY HAND-AND SEAL OF OFFTOR on this the 13th day of Maroh, A. D, 1987,
{SBAL} e Iouise Averre '
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59

m_sry'. Publip in and for Jefferson County .'I"o:'nq';.
'”'(an wmarked “Exhibit A" hereto attached, recorded in Vol. 2, Page i 5, Mup Reoords, Orange Gounw:_
i Texas) . ' '

" {Map marked "Exhibit B" hereto attached, reccrded in Vol. 2, Page 4§, Map Records, Oranges County
" macan) T LN

' Filed for record the 26th day of April, A. D., 1937, at 8 o'olook @. ll.', and l'luly ro=
'oorded this the ut_h ﬂny; of May, ?h Do, 1937, at 11126 o'olook A.‘ll. . ’ ' '
’ : W. A, Gunning, Clerk,

1

;anq.mww-

County Court, Orauge County, Texas,
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ORANGE COUNTY UNIFORM TAX ABATEMENT POLICY-2005

SPECIAL PROVISION OF THE ORANGE COUNTY APPRAISAL DISTRICT

The final determination of value to be abated is vested with the Orange County
Appraisal District(OCAD), an agency autonomous from the Taxing Jurisdiction(s). The
Procedures used by OCAD are attached as Exhibit “A” and incorporated and adopted in
this Abatement Policy for all purposes.

STATEMENT OF PURPOSE
SECTION |

(a) The Governing Body of the Taxing Jurisdiction(s) adopted this tax abatement policy
to provide incentives to the owner of real property who proposes a Project to develop,
redevelop or improve eligible facilities. The incentives will consist of a limited special
exemption from certain taxes provided that the Owner agrees to accept and abide by
this Policy and provided that the real property is located in a lawfully created
Reinvestment or Enterprise Zone.

(b) This policy is intended to improve the quality of life in economically depressed areas
by stimulating industrial development, and job creation and retention.

DEFINITIONS
SECTION i

(a) “Abatement” means the full or partial exemption from ad valorem taxes of certain
real property values and/or tangible personal property values in a reinvestment or
enterprise zone designated by the Taxing Jurisdiction(s) for economic development
purposes.

(b) “Agreement” means a contractual agreement between a property owner and/or
lessee and the Taxing Jurisdiction(s).

(c) “Base Year” means the calendar year in which the abatement contract is executed
(signed).

(d) “Base Year Value” means the assessed value of eligible property January 1
preceding the execution of the agreement plus the value of eligible property
improvements and Tangible Personal Property made after January 1, but before the
execution of the Agreement, and which property is owned by the owner, co-owner, its
parent companies, subsidiaries, partners, venturers, or any entity exercising control over
the owner or subject to control by the owner.

(e) “Deferred Maintenance” means improvements necessary for continued operation
which that do not improve productivity, or alter the process technology, reduce pollution
or conserve resources.

(f) “Eligible Facilities” means new, expanded or modernized buildings and structures,

tangible personal property as defined in the Texas Tax Code, including fixed machinery
and equipment, which is reasonably likely as a result of granting abatement to contribute
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to the retention or expansion of primary employment or to attract major investment in the
reinvestment or enterprise zone that would be a benefit to the property and that would
contribute to the economic development within the Taxing Jurisdiction(s), but does not
include facilities which are intended primarily to provide goods or services to residents or
existing businesses located in the Taxing Jurisdiction(s) such as, but not limited to, '
restaurants and retail sales establishments. Eligible facilities may include, but shall not
be limited to, industrial buildings and warehouses. Eligible facilities may also include
facilities designed to serve a regional population greater than the County for medical,
scientific, recreational or other purposes.

(g9) “Expansion” means the addition of buildings, structures, machinery, tangible
personal property, equipment or payroll for purposes of increasing production capacity.

(h) “Facility” means property improvements completed or in the process of construction
which together comprise an integral whole.

(i) “Modernization” means a complete or partial demolition of facilities and the complete
or partial reconstruction or installation of a facility of similar or expanded production
capacity. Modernization may result from the construction, alteration, or installation of
buildings, structures, machinery, equipment, pollution control devices or resource
conversation equipment.

(i) “New Facility” means a property previously undeveloped which is placed into service
by means other than or in conjunction with Expansion or Modernization.

(k) “Productive Life” means the number of years a property improvement is expected
to be in service in a facility.

() “Tangible Personal Property” means tangible personal property classified as such
under state law, but excluding inventory and/or supplies and tangible personal property
that was located in the investment or enterprise zone at any time before the period
covered by the agreement with the County.

ABATEMENT AUTHORIZED
SECTION il

(a) Eligible Facilities. Upon application, Eligible Facilities shall be considered for tax
abatement as hereinafter provided.

(b) Creation of New Value. Abatement may only be granted for the additional value of
eligible facilities made subsequent to and specified in an abatement agreement between
the Taxing Jurisdiction(s) and the property owner or lessee, subject to such limitations
as the Taxing Jurisdiction(s) may require.

(c) New and Existing Facilities. Abatement may be granted for new facilities and
improvements to existing facilities for purposes of modernization or expansion.

(d) Eligible Property. Abatement may be extended to the value of buildings, structures,

fixed machinery and equipment, site improvements, and related fixed improvements
necessary to the operation and administration of the facility.
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(e) Ineligible Property. The following types of property shall be fully taxable and
ineligible for tax abatement: land, supplies, inventory, deferred maintenance, property to
be rented or leased (except as provided in Section HI(f)), property which has a
productive life of less than ten years, or any other property for which abatement is not
allowed by state law.

(f) Owned/Leased Facilities. If a leased facility is granted abatement, the agreement
shall be executed with the lessor and the lessee.

(g) Economic Qualification. In order for an Eligible Facility to receive tax abatement the
planned improvement:

(1) Must be expected to have an increased appraised ad valorem tax value
based upon the Orange County Appraisal District's assessment of the eligible
property; and

(2) Must be expected to prevent the loss of payroll or retain, increase or create
payroll on a permanent basis in Orange County.

(3) Must not have the effect of displacing workers or transferring employment
from one part of Orange County to another.

(h) Standards For Tax Abatement. The following factors, among others, shall be
considered in determining whether to grant tax abatements for an Eligible Facility, and if
s0, the percentage of value to be abated and the duration of the tax abatement:

(1) Existing improvements, if any;

(2) Type and value of proposed improvements;

(3) Productive life of proposed improvements;

(4) Number of existing jobs to be retained by proposed improvements;

(5) Number and types of new jobs to be created by proposed improvements;

(6) The extent to which new jobs to be created will be filled by persons who are

economically disadvantaged, including residents of a Reinvestment or.Enterprise

Zone;

(7) The extent to which local labor or local subcontractors will be used in the
construction phase of the project;

(8) Amount of local taxes to be generated directly;

(9) Amount the property tax base valuation will be increased during term of
abatement and after abatement;

(10) The costs to be incurred by the Taxing Jurisdiction(s) to provide facilities or
services directly resulting from the new improvements;
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(11) The amount of ad valorem taxes to be paid to the Taxing Jurisdiction(s)
during the abatement period considering (a) the existing values; (b) the
percentage of new value abated; (c) the abatement period; and (d) the value
after expiration of the abatement period;

(12) The population growth of Orange County projected to occur directly as a
result of new improvements;

(13) The types and values of public improvements, if any, to be made by
applicant seeking abatement;

(14) Whether the proposed improvements compete with existing businesses to
the detriment of the local economy;

(15) The impact on the business opportunities of existing businesses;
(16) The attraction of other new businesses to the area as a result of the project;

(17) The overall compatibility with the zoning ordinances and comprehensive
plan for the area;

(18) Whether the project is environmentally compatible with no negative impact
on quality of life perceptions;

(19) The extent to which local vendors and suppliers will be used in the
construction phase of the project.

Each application for tax abatement shall be reviewed on its merits utilizing the factors
provided above. After such review, abatement may be denied entirely or may be granted
to the extent deemed appropriate after full evaluation.

(i) Local Employment. For purposes of evaluating Section {l{(h)(7), Local labor is
defined as those laborers or skilled craftsmen who reside in a nine county region
comprised of Jefferson, Orange, Hardin, Jasper, Newton, Liberty, Tyler and Chambers
counties, as well as the Bolivar Peninsula area of Galveston County.

(k) Denial of Abatement. Neither a reinvestment or enterprise zone nor abatement
agreement shall be authorized if it is determined that:

(1) There would be a substantial adverse affect on the provision of government
service or tax base;

(2) The applicant has insufficient financial capacity;

(3) Planned or potential use of the property would constitute a hazard to public
safety, health or morals;

(4) There is a violation of state or federal laws; or

(5) Any other reason deemed appropriate by the County.

() “Taxability” From the execution of the abatement agreement to the end of the
agreement period, taxes shall be payable as follows:
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(1) The value of ineligible property as provided in Section li(e) shall be fully
taxable; and

(2) The base year value of existing eligible property as determined each year
shall be fully taxable.

APPLICATION
SECTION IV

(a) Any present, potential owner, or Lessee of taxable property in the Taxing
Jurisdiction(s) may request the creation of a reinvestment or enterprise zone and tax
abatement by filing a written request with the presiding officer of the lead Taxing
Jurisdiction.

(b) The application shall consist of a completed application form which shall provide
detailed information on the items described in Section lli(h) hereof; a map and property
description; a time schedule for undertaking and completing the planned improvements.
In the case of modernization, a statement of the assessed value of the facility,
separately stated for real and personal property, shall be given for the tax year
immediately preceding the application. The application form may require such financial
and other information as may be deemed appropriate for evaluating the financial
capacity and other factors of the applicant.

(c) Prior to the adoption of an ordinance order designating a reinvestment or application
by the Lead Taxing Jurisdiction for designation of an enterprise zone, the lead Taxing
Jurisdiction shall: (1) give written notice to the presiding officer of the governing body of
each taxing unit in which the property to be subject to the agreement is located not later
than the seventh (7t) day before the public hearing; and (2) publish notice of a public
hearing in a newspaper of general circulation within such taxing jurisdiction not later than
the seventh (7u) day before the public hearing. Before acting upon the application, the
Taxing Jurisdiction shall, through public hearing, afford the applicant and the designated
representative of any governing body referenced hereinabove opportunity to show cause
why the abatement should or should not be granted.

(d) The Lead Taxing Jurisdiction shall make every reasonable effort to by resolution
either approve or disapprove the application for tax abatement within forty-five (45) days
after receipt of the application. The Lead Taxing Jurisdiction shall notify the applicant of
approval or disapproval.

(e) The Taxing Jurisdiction shall not establish a reinvestment or enterprise zone or enter
into an abatement agreement if it finds that the request for the abatement was filed after
the commencement of construction, alteration, or installation or improvements related to
a proposed modernization, expansion or new facility.

(f) Information that is provided to the Taxing Jurisdiction(s) in connection with an
application or request for tax abatement and that describes the specific processes or
business activities to be conducted or the equipment or other property to be located on
the property for which a tax abatement agreement is requested is confidential and not
subject to public disclosure pursuant to the Texas Public Information Act until the tax
abatement agreement is executed. That information in the possession of a taxing unit
after the agreement is executed is not confidential and is subject to disclosure.
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AGREEMENT
SECTIONV

(a) Not later than the seventh (7th) day before the date on which the Taxing
Jurisdiction(s) enters into the abatement agreement, the Taxing Jurisdiction(s) shall
deliver to the presiding officer of the governing body of each other taxing unit in
which the property is located a written notice that the Taxing Jurisdiction(s) intends to
enter into the agreement. The notice shall include a copy of the prepared agreement.

(b) After approval, the Taxing Jurisdiction(s) shall formally pass a resolution and execute
an agreement with the owner of the facility and lessee as required which shall
include at least the following terms:

(1) Estimated value to be abated and the base year value;

(2) Percent of value to be abated each year as provided in Section Ill(g);

(3) The commencement date and the termination date of abatement;

(4) The proposed use of the facility, nature of construction, time schedule, map,
property description and improvement list as provided in application, Section IV(b);
(5) Contractual obligations in the event of default, violation of terms or conditions,
delinquent taxes, or assignment;

(6) Provision for access to and authorization for inspection of the property by Taxing
Jurisdiction(s) employees to ensure that the improvements or repairs are made
according to the specifications and conditions of the agreement;

(7) Limitations on the uses of the property consistent with the general purpose of
encouraging development or redevelopment of the zone during the period that
property tax exemptions are in effect;

(8) Provision for recapturing property tax revenue lost as a result of the agreement if
the owner of the property fails to make the improvements or repairs as provided by
the agreement;

(9) Contain each and every term agreed to by the owner of the property;

(10) Requirement that the owner or lessee of the property certify annually to the
governing body of each taxing unit that the owner or lessee is in compliance with
each applicable term of the agreement; and

(11)All terms required by Texas Tax Code §312.205, as amended; Such agreement
shall normally be executed within sixty (60) days after the applicant has forwarded all
necessary information and documentation to the Taxing Jurisdiction(s).

RECAPTURE
SECTION VI

(a) In the event that the company or individual (1) allows its ad valorem taxes owed the
Taxing Jurisdiction(s) to become delinquent and fails to timely and properly follow the
legal procedures for their protest and/or contest; or (2) violates any of the terms and
conditions of the abatement agreement; and fails to cure during the cure period, the
agreement then may be terminated and all taxes previously abated by virtue of the
agreement will be recaptured and paid within thirty (30) days of the termination.

(b) Should the Taxing Jurisdiction(s) determine that the company or individual is in

default according to the terms and conditions of its agreement, the Taxing Jurisdiction(s)
shall notify the company or individual of such default in writing at the address stated in
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the agreement; and if such is not cured within thirty (30) days from the date of such
notice (“Cure Period”), then the agreement may be terminated.

ADMINISTRATION
SECTION vII

(a) The Chief Appraiser of the Orange County Appraisal District will annually determine
an assessment of the real and personal property subject to each abatement agreement.
Each year, the company or individual receiving abatement shall furnish the appraiser
with such information as may be necessary to determine compliance with the abatement
agreement. Once value has been established, the Chief Appraiser will notify the Taxing
Jurisdiction(s) of the amount of the assessment.

(b) The abatement agreement shall stipulate that employees and/or designated
representatives of the Taxing Jurisdiction(s) will have access to the facility during the
term of the abatement to inspect the facility to determine if the terms and conditions of
the agreement are being met. All inspections will be made only after the giving of twenty-
four (24) hours prior notice and will only be conducted in such manner as to not
unreasonably interfere with the construction and/or operation of the facility. All
inspections will be made with one or more representative of the company or individual
and in accordance with its safety standards.

(¢) Upon completion of construction, the designated representative of the Taxing
Jurisdiction(s) shall annually evaluate each facility receiving abatement to insure
compliance with the agreement, and a formal report shall be made to the Taxing
Jurisdiction(s).

(c) The Taxing Jurisdiction(s) shall timely file with the Texas Department of Economic
Development and the State Property Tax Board all information required by the Tax
Code.

AGREEMENT
SECTION VIl

Abatement may be transferred and assigned in whole or in part by the holder to a new
owner or lessee of the same facility upon the approval by resolution of the
Commissioners’ Court; subject to the financial capacity of the assignee and provided
that all conditions and obligations in the abatement agreement are assumed. No
assignment or transfer shall be approved if the parties to the existing agreement, the
new owner or new lessee are liable to any jurisdiction for outstanding taxes or other
obligations. Approval shall not be unreasonably withheld.

SUNSET PROVISION
SECTION IX

These guidelines and criteria are effective upon the date of their adoption and will
remain in force for two years, unless amended by three-quarters of the Governing Body
of each of the Taxing Jurisdiction(s) at which time all reinvestment and enterprise zones
and tax abatement agreements created pursuant to these provisions will be reviewed to
determine whether the goals have been achieved. Based on that review, the guidelines
and criteria may be modified, renewed or eliminated.
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DISCRETION OF THE TAXING JURISDICTION(S)
SECTION X

The adoption of these guidelines and criteria by the Taxing Jurisdiction(s) does not:

(1) Limit the discretion of the Taxing Jurisdiction(s) to decide whether to enter into a
specific tax abatement agreement;

(2) Limit the discretion of the Taxing Jurisdiction(s) to delegate to its employees the
authority to determine whether or not the Taxing Jurisdiction(s) should consider a
particular application or request for tax abatement; or

(3) Create any property, contract, or other legal rights in any person to have the Taxing
Jurisdiction(s) consider or grant a specific application or request for tax abatement.
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QUESTIONS TO BE ANSWERED IN ORDER TO DEVELOP
AN APPLICATION AND ECONOMIC IMPACT STATEMENT
FOR VALUE ADDED TAX ABATEMENTS IN ORANGE COUNTY

General:

Orange County will provide a representative to assist in preparation and
presentation of all documents and to guide them through the abatement process.

Opening Paragraph:

The application should include a summary statement about the company and its
operations. This information can come from an annual report, corporate 10K or
other document provided by the company. (Please include these documents with
this questionnaire.)

Maps and Plats

Provide maps, plats, and drawings necessary to establish the location of the
improvements and their relationships to the boundaries of cities, ETJ’s, and
reinvestment or enterprise zone boundaries.

Questions to be Answered

(1) Is your project within a city limit? . Name of City

(2) Is your project within an ETJ? . Name of City

(3) Is your project within an Enterprise or Reinvestment Zone? Which?

(4) Will you own the realty or lease the realty?

(5) Present Appraisal District value of land and any EXISTING improvements

owned by the OWNER:
(Answer this question based on Appraisal District records for the specific site you select.)

Number of Acres: or Square Feet:

(6)Type and value of proposed improvements:

Type of construction:
(Tiltwall, Build-Out of Existing Facility, Etc.)

Value of Construction:

Value of Equipment:
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Value of Personal Property:

Value of Pollution Control Devices:

(7) Productive life of proposed improvements: years, or term of initial
lease:

(8) Number of existing jobs to be retained by proposed improvements:
(Answer only if the location is already in or near Orange County and now employs Orange County
residents.)

(9) Number and types of new jobs to be created by proposed
improvements:

(10) Amount of Annual local payroll to be created:

(11) What percentage and type of jobs to be created will local residents have the
opportunity to fill?

(12) Amount property tax base valuation will be increased:
During term of abatement:
After term of abatement:

(13) The costs to be incurred by local government to provide facilities or services

directly resulting from the new improvements:
(Explain any costs for development or depletion of infrastructure the county or city is being asked
to absorb, if any.)

(14) The amount of ad valorem taxes to be paid to the county during the
abatement period considering: (a) the existing values; (b) the percentage of new
value abated; (c) the abatement period; and (d) the value after expiration of the
abatement period.

(15) The population growth of the county that will occur directly as a result of new
improvements:
(If you relocate to Orange County, how many of your employees do you anticipate to relocate?)

(16) The types and values of public improvements, if any, to be made by
applicant seeking abatement:

(List any facilities from which the public might benefit.)

(17) Whether the proposed improvements compete with existing businesses to
the detriment of the local economy:
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(18) The impact on the business opportunities of existing businesses:

(Are there possibilities for local businesses to become suppliers? Any new retail opportunities?)

(19) The attraction of other new businesses to the area:

(Will any of your suppliers, customers, parent, or sister companies relocate because of your
relocation?)

(20) The overall compatibility with the zoning ordinances and comprehensive
plan for the area:

(21) Describe, including the estimated value, all pollution control devices and
other improvements for which you intend to seek TCEQ exemption from
taxation:

NOTE: Failure to accurately disclose exempted property may result in a
total default under the Abatement Contract, resulting in recapture of
previously abated taxes and forfeiture of future abatement.
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EXHIBIT “A”

ORANGE COUNTY APPRAISAL DISTRICT

PROCEDURE FOR CALCULATING ABATEMENTS

Purpose The purpose of this procedure is to clarify the method used in calculating the tax
abatement under the attached Contract. This requires calculation of the current market
Value, Base Year Value, and taxable Value as these terms are defined below. By
deducting the abatable value from the current market Value the Taxable Value may be
determined. However, in accordance with the Orange County Uniform Tax Abatement
Policy, the Real Property Owner’s Current Taxable Value shall not be less than the Base
Year Value in order for a project to receive the full amount of abatement.

Calculation of *“ Current Market Value”

“Current Market Value” is determined by calculating for that Tax Year the market value
of all industrial realty improvements of a property owner that comprise the “Base year
Value” for each taxing entity.

Calculation of “Base Year Value”

“Base Year Value” for each taxing entity executing an abatement contract is the market
value of all industrial realty improvements of a property owner located within that entity
for the tax period defined as the “Base Year” less the abated value of all projects granted
by that entity for the “Base year.” “Base year” is defined as the calendar year in which
the abatement contract is executed (signed).

Calculation of “Taxable Value”

“Taxable Value” for each taxing entity is determined by deducting from the appraised
market value of all industrial realty improvements of a property owner the amount of any
applicable abatements granted for that Tax Year.

Calculation of Value Potentially Eligible for Abatement

The following procedures are followed for each project for which a tax abatement
contract has been executed and for each taxing entity granting the abatement.

1. The project base value, if applicable, is subtracted from the current year project
value, and the percentage of abatement to be granted is then applied to the net
amount to determine the project value subject to abatement.

2. The Base Year Value is subtracted from the current Market Value. If the

difference is greater than zero (0), then the remaining value is the value
potentially eligible for abatement to the extent that it does not exceed the project
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value subject to abatement. If the difference is zero (0) or less, then the project is
not eligible for an abatement for that Tax Year.

Calculation of Abated Value

Each project that remains potentially eligible for abatement is then tested for each taxing
entity granting the abatement on an individual basis in chronological order based on the
date the contract was executed.

1. For the project being tested, the Base year Value plus the value potentially
eligible for abatement for all other projects is subtracted from the Current Market
Value. If the difference is greater than zero (0), then the remaining value is the
value of the project to be abated to the extent that it does not exceed the project
value subject to abatement for that year. If the difference is zero (0) or less, then
the project is not eligible for an abatement for that Tax Year.

If a subsequent project being tested is determined to be ineligible for the full value
potentially eligible for abatement calculated previously after performing the calculation
stated above, then the test process must be redone for all prior projects using the actual
value subject to abatement for the subsequent project o determine if there is any effect on
the abatement for each project and each taxing entity for that Tax Year.
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Tab 17

Signature and Certification Page
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