STATE OF TEXAS §
COUNTY OF CAMERON § Contract No. 2017C10292

CAMERON COUNTY, TEXAS
CHAPTER 312, TAX CODE TAX ABATEMENT
AGREEMENT WITH
RIO GRANDE LNG, LLC FOR TRAIN 3

THIS TAX ABATEMENT AGREEMENT FOR TRAIN 3 (“Agreement”), dated
this 3rd day of October, 2017 is entered into by and between Rio Grande LNG, LLC, a
Texas limited liability company (the “Company”) and the County of Cameron, Texas,
acting by and through its County Judge or his designee (the “County™).

WHEREAS, the County adopted Resolution No. 2016R12073 governing Chapter
312 tax abatement agreements and Chapter 381 economic development grant programs
within the County on December 13, 2016, and amended by Resolution No. 2017R09073
adopted on September 5, 2017 and this Agreement is consistent with such Resolutions
and applicable state laws, including Chapter 312 of the Texas Tax Code;

WHEREAS, the aforementioned resolutions set forth Guidelines and Criteria
governing Chapter 312 tax abatement agreements and Chapter 381 economic
development grant agreements within the County (the “Guidelines’) and this Agreement
is consistent with the Guidelines;

WHEREAS, the County has been duly designated as an Enterprise Zone pursuant
to Chapter 2303 of the Texas Local Government Code and consistent with Section
312.4011 of the Texas Tax Code (the “Enterprise Zone”);

WHEREAS, the Chapter 312 tax abatement program established by the
Guidelines was created by the County to assist companies in establishing operations in
the County to provide economic benefits to the County, stimulate increased economic
activity, and provide job opportunities for residents of the County;

WHEREAS, Company submitted an application for tax abatement to the County
concerning contemplated improvements and investment;

WHEREAS, the County believes the Company represents significant potential to
increase economic activity and job opportunities for residents in the County and wishes
to offer the Company participation in its tax abatement program to encourage the
Company to site their operations in the County, in the location more specifically
described in Exhibit 1;

WHEREAS, as further described herein, Company proposes to construct and
operate a project to manufacture liquefied natural gas (“LNG”) for export and will be



engaged in the active conduct of a trade or business, a substantial portion of which is
located within the County;

WHEREAS, in accordance with the Guidelines, the Commissioners Court finds
that Company’s contemplated investment (i) is significantly impactful to the County, and
(i1) has the potential to exceed an aggregate investment of $100 million;

WHEREAS, the Company’s and its Affiliates’ (as defined herein) investments are
contemplated to be phased over a period of time, and this Agreement applies to a portion
of the Company’s total investment;

WHEREAS, the Commissioners Court finds that the terms of this Agreement are
consistent with encouraging development in the County and are in compliance with the
Guidelines and applicable law; and, thus deems that it is in the best interest of the County
to assist the Company in establishing operations in Cameron County;

NOW, THEREFORE, the County and the Company agree as follows:
Article |

BASIC TERMS

The following understanding forms the basis of this Agreement:

1.01 The Company presently leases real property from the Brownsville
Navigation District of Cameron County, Texas (the “BND”) as described in Part A of
Exhibit 1. Additionally, the Company’s Affiliate has an option agreement with the BND
to enter into a ground lease for the real property described in Part B of Exhibit 1 (together
with the leased real property, the “Site”).

1.02 The Company, together with its Affiliates, proposes to construct and
operate a project to manufacture LNG for export (the “Facility”) at the Site. The
Company expects the entire Facility to be in operation for at least twenty (20) years. The
Facility’s operations at the Site are contemplated to comprise up to six LNG liquefaction
trains, each of which is an independent processing unit for gas liquefaction (each such
train at the Facility, a *“Train”).

1.03 This Agreement pertains to the tax incentives applicable to (i) Train 3 of the
Facility and any newly added associated infrastructure for Train 3 (which is not included
within the scope of the Initial Trains’ Agreement) and (ii) the newly added compressors
and related equipment for Train 3 at the inlet pipeline compressor station at the Site (the
“Compressor Station”), including the real estate improvements, fixtures, personal
property, and any new additional value for Train 3 after the Base Year Value associated
with such improvements. In view of the complex legal and financial structure of the
Facility, multiple agreements substantially similar in all material respects to this
Agreement will be implemented simultaneously by and between the Company and the
County and each such agreement should be referred to, and taken as a whole, for the



entirety of the Company’s (and, over time, its Affiliates’) tax abatement benefits and
PILOT Amounts (as defined herein). The County hereby acknowledges that the
Compressor Station is expected to be owned by Rio Bravo Pipeline Company, LLC, an
Affiliate, and may at a future date be located outside the boundaries of the Site, but
within the Enterprise Zone. Consequently, it is agreed that if, following the execution of
this Agreement, the Compressor Station is relocated outside of the Site, the parties will
work in good faith to execute an amendment to this Agreement to include the additional
land on which the Compressor Station is relocated. Additionally, if the requirements of
Section 8.04 herein relating to assignment are met, Company may assign all or a portion
of its rights under this Agreement to such Affiliate.

Article 11

ABATEMENT CONDITIONS AND REQUIREMENTS

As conditions precedent to Company receiving the abatement granted herein,
Company agrees to the following commitments and performance requirements.

2.01 Company shall commence construction of Train 3 within ten (10) years of
the date that Train.2 Commences Full Commercial Operations (as such terms are defined
herein). Company shall notify the County in accordance with the requirements of Article
VII herein when (i) Train 2 Commences Full Commercial Operations; and (ii) when it
has commenced construction of Train 3.

2.02 Company agrees to invest or cause to be invested an additional amount of
at least $50,000,000 in improvements, fixtures and equipment at the Site by the date
Train 3 Commences Full Commercial Operations. The additional investment shall be in
addition to the initial investment documented in the Completion Report for that certain
Tax Abatement Agreement for Trains 1 & 2 dated October 3, 2017 between Rio Grande
LNG, LLC and the County (the “Initial Trains’ Agreement”).

2.03 The Company will achieve the schedule of minimum performances shown
on Exhibit 2. Such minimum performances shall form the basis for the Company to
continue to receive the County incentives outlined in Article IV during the Incentive
Period.

2.04 As an inducement for the County to enter into the Agreement, the
Company shall make certain payments in lieu of taxes (“PILOT”) as further described in
Article V below.

2.05 During the Incentive Period, as defined below, the Site and the Facility
shall be used for a lawful use related to the support and/or operation of Company’s
business. The Site shall at all times be used in a manner consistent with the general
purpose of encouraging development within the Enterprise Zone. The parties
acknowledge that the use of the Site as described in Section 1.02 is consistent with such
purposes.



2.06 Company will negotiate in good faith with the County regarding an
agreement to fund yet to be identified county projects which support the Company’s and
the County’s joint objectives for the general welfare of the County provided the terms of
such agreement will be generally consistent with and not expand upon the principles
enumerated in Exhibit 3.

2.07 As satisfaction of the Program Requirement in Section II.A(2) of the
Guidelines, Company will employ Regional Residents as follows:

(a) During Construction. Beginning one hundred and twenty (120) days after the
Company notifies the County that it has commenced construction of Train 3 in
accordance with Section 2.01 and continuing until the start of the first Operational Year,
the Company agrees and agrees to cause its contractors to hire, Regional Residents such
that, in aggregate, Regional Residents comprise at least thirty-five percent (35%) of Full-
Time Employees and/or Full-Time Equivalent Employees of the Company and Related
Employers making at or above the Required Wage.

(b) During Operations. Beginning on January 1 of the first Operational Year, the
Company agrees and agrees to cause its contractors to hire, collectively, a minimum
number of Regional Residents such that, in aggregate, Regional Residents comprise at
least thirty-five percent (35%) of Full-Time Employees and/or Full-Time Equivalent
Employees of the Company and Related Employers making at or above the Required
Wage.

(c) Applicable Section 9.01(d) Shut Downs. If required by Section 9.01(d), the
Company will preserve and cause its contractors to preserve Regional Resident
employees such that, in aggregate, Regional Residents comprise at least thirty-five
percent (35%) of Full-Time Employees and/or Full-Time Equivalent Employees of the
Company and Related Employers making at or above the Required Wage.
Notwithstanding the foregoing, the requirements of this Section 2.07(c) shall not be
applicable if maintaining such employees at the Site would present an unacceptable level
of risk to the health and safety of such individuals. For the avoidance of doubt, this
provision 2.07(c) shall apply in place of (rather than in addition to) the employment
requirements of Section 2.07(b).

(d) For purposes of this Agreement, the term “Regional Residents” means
individuals who: (1) resided within the County or within one hundred (100) miles of the
Site for at least six (6) months prior to being hired into their current position, or (2) were
born in the County. Regional Residents shall satisfy any requirement that an employee is
an “economically disadvantaged individual” pursuant to the Guidelines.

(e) The Company shall, and shall cause its contractors to, focus job training, job
advertisements and notices, and local hiring outreach initiatives on County residents and
use commercially reasonable efforts to attract qualified Regional Residents and maximize
hiring from the Cameron County labor pool. The Company shall annually report in the



Award Affidavit on its efforts to attract, hire and retain County residents in its workforce
in the County. The Company shall publish lists of job openings in local media outlets at
reasonable intervals during construction and, thereafter, throughout the Term of the
Agreement and identify a local hiring liaison. The Company shall cause its engineering,
procurement, and construction (“EPC”) contractor to publish lists of job openings in
local media outlets at reasonable intervals during construction. The Company shall
support local hiring with job fairs and implementation of training programs in the County
throughout the term of this Agreement.

(f) If the Company and its contractors make good faith efforts to train and
employ Regional Residents, but they are unable to comply with the Regional Resident
employment requirements of this Section 2.07 due to the unavailability or limitations of
qualified candidates within the regional labor pool, the Company may request a waiver or
reduction of Training Payments as contemplated in Section 2.07(g). Along with such a
waiver or reduction of Training Payment(s) request, the Company shall provide the
County with substantial and verifiable evidence of its good faith efforts to train and
employ Regional Residents and the unavailability or limitations of qualified candidates.
In considering such request, the County will assess, acting reasonably, all available
evidence of the Company’s training and hiring efforts and the regional labor pool.

(g) The failure of the Company to meet the Regional Resident employment
requirements in this Section 2.07 shall not be a default under this Agreement, if (1) the
Company provides a written plan to the County on measures undertaken to increase
training and hiring of Regional Residents, and (2) the Company makes a payment (a
“Training Payment”), for each year such employment deficit occurs, as follows:

(1) For Section 2.07(a), $2,500 per Regional Resident employee deficit;
provided that such Training Payments, in aggregate across any tax abatement agreements
for all Trains, shall be capped as follows: (1) $250,000 for the first Award Affidavit for
the Initial Trains’ Agreement; (2) $375,000 for the second Award Affidavit for the Initial
Trains’ Agreement, and (3) $500,000 for each subsequent Award Affidavit thereafter in
which such a deficit occurs during construction;

(ii) For Sections 2.07(b) and (c), the following amount times the
Regional Resident employee deficit: (1) $10,000 with respect to the first year that such
deficit occurs, (2) $15,000 with respect to the second year that such deficit occurs, and
(3) $25,000 with respect to the third and any subsequent year(s) in which such a deficit
occurs.

(h) The test for compliance with the Regional Resident employment requirements
set forth in this Section 2.07 shall be the percentage of headcount employed within the
County on a “reporting date” identified by Company for each annual Award Affidavit,
which shall be on or after the calendar year-end immediately preceding the date of such
Award Affidavit and prior to the date of such Award Affidavit. For administrative
simplicity: (1) the Company will not be required to calculate an average employment
over the preceding period, but the authorized representative will affirm that he or she has



no knowledge of any material change in employees, where such reported percentage or
number would not be substantially representative for the applicable year (or, if otherwise,
provide qualitative information to explain any such discrepancy); and (2) the Company
may base its calculation on Full-Time Employees without analysis of Full-Time
Equivalent Employees so long as Company is able to meet the minimum thirty-five
percent (35%) Regional Resident employment requirement(s) based solely on its
calculation of Full-Time Employees. Additionally, if there is a vacancy that was
previously filled by a Regional Resident (1) within 60 days of an Award Affidavit; and
(2) such Regional Resident had been employed by or on behalf of Company within the
County for work related to construction or operations at the Site for at least nine (9)
months prior to such vacancy, that position will be counted as a Regional Resident
employee for purposes of the calculation and disclosed in the Award Affidavit.

(1) Following receipt of an Award Affidavit indicating a Regional Resident
employment deficit, the Commissioners Court will consider any request for a waiver or
reduction of Training Payments pursuant to Section 2.07(f), then it will notify the
Company of: (1) the amount of the required Training Payment and (2) the recipient(s) of
such payments, such as local scholarships, educational organizations, and job training
facilities. Alternatively, the Commissioners Court may require payment directly to the
County. The Company shall have thirty (30) calendar days from the date of receipt of
notification from the County of the amount of the Training Payment to make such

payment(s).

(j) The Company will submit one Award Affidavit for all Trains subject to such
requirement by a tax abatement agreement between the Company and the County. The
Award Affidavit shall report the Company’s compliance with the requirements of this
Section 2.07 in aggregate across all applicable Trains, with reporting separated between
Trains subject to Section 2.07(a) and 2.07(b). For the avoidance of doubt, the Company
shall make one payment based on the aggregate Regional Resident employee deficit, and
such payment shall satisfy the requirement for all applicable agreements. For purposes of
illustration, if (1) Trains 1 through 3 are subject to Section 2.07(b), and, in aggregate,
they have a Regional Resident employee deficit of 5 individuals (and it is the first year of
such deficit) and (2) Trains 4 and 5 are subject to Section 2.07(a), and, in aggregate, they
have a Regional Resident employee deficit of 10 individuals, then, absent a reduction
pursuant to Section 2.07(f), the Company shall make Training Payments totaling
$75,000, and such payments shall satisfy the requirements of all applicable tax abatement
agreements for such year.

2.08 Company shall be and remain current on the payment of any and all taxes
owed by Company to the County and all remaining taxing entities within the County;
provided, however, that Company may properly follow legal procedures to protest or
contest any such taxes.

2.09 Company shall conform to the requirements of applicable city ordinances
and all other applicable laws and regulations of the County, state and federal government.






Article 11
TERM AND INCENTIVE PERIOD

3.01  This Agreement shall take effect on the date on which both the County
and Company have executed this Agreement (“Effective Date”) and, unless earlier
terminated in accordance with its terms and conditions, shall expire simultaneously upon
the earlier to occur of (i) a non-appealable written determination from the Federal
Regulatory Commission (FERC) that Company will not be granted a final order to
construct and operate Train 3 in connection with the Facility; or (ii) the expiration of the
Incentive Period (*Term”).

3.02 The tax abatements granted herein and the payment commitments
undertaken hereby are contingent on a final investment decision being taken by the
Company or an Affiliate for the construction of Train 3. Consequently, the Company
shall promptly notify the County in the event that it (or any Affiliate) takes a final
investment decision on another LNG facility located in the United States of America
prior to, or in place of, a final investment decision on the Facility. In this case, the County
shall have the right to terminate this Agreement within sixty (60) days of receipt of such
notice from the Company. ;

3.03 In the event that Company does not receive a final order from FERC to
construct and operate Trains 1 & 2 within thirty (30) months of the Effective Date, the
County shall have the right to terminate this Agreement. The Company shall promptly
notify the County of such final order and provide evidence as may be reasonably
requested.

3.04 If all of Company’s leasehold interests at the Site terminate without
assignment of the Agreement to a successor in interest of Company’s leasehold interest in
accordance with Section 8.04, and a leaschold interest at the Site is not restored with
ninety (90) days of termination, this Agreement will automatically terminate unless
amended in accordance with Section 8.01. Notwithstanding the foregoing, no taxes may
be abated during any period in which Company (or its assignee) does not hold an
ownership or leasehold interest in the Site.

3.05 For purposes of this Agreement the “Incentive Period” shall mean the ten
(10) calendar years starting on January 1 of the first full calendar year following the date
that Train 3 Commences Full Commercial Operations. “Commences Full Commercial
Operations” means that the Company has formally notified its LNG customers pursuant
to its LNG sale contract arrangements that such Train has ended its commissioning
period and has commenced commercial operations for the delivery of LNG. Each such
calendar year of the Incentive Period shall be referred to in this Agreement as an
“Operational Year.” Notwithstanding the foregoing, the Company may elect to
commence the Incentive Period earlier, provided that (i) the conditions to Abatement in
Article II have been met and (ii) to be effective, notice of such election shall be made at



least nine (9) months before January 1 of the year in which Company’s Incentive Period
1s to commence.



Article IV

INCENTIVES AND REPORTING

4.01  As an inducement to the Company to develop and continuously operate
the Facility for at least ten (10) years, and to maintain the Facility in operation for the
minimum period set forth in Section 1.02, provided that Company has met the abatement
conditions contained in Article II herein, the County agrees that the Company shall
receive a tax abatement for the County’s ad valorem real and personal property taxes as

specified in Section 4.02 to financially support the construction, startup and operation of
the Facility.

4.02 In consideration of the Company’s performance of its obligations under
this Agreement, the County agrees that the Company shall receive a tax abatement during
the Incentive Period for the County’s ad valorem real and personal property taxes relative
to the Added Value of the Eligible Property located on the Site, as follows:

Percent of County Taxes to be Abated:

Year 1 . 100%
Year 2 100%
Year 3 100%
Year 4 100%
Year 5 100%
Year 6 100%
Year 7 100%
Year 8 100%
Year 9 100%
Year 10 100%

Such tax abatements will commence on January 1 of the first Operational Year. The tax
abatement granted herein shall continue for the duration of the Incentive Period and
expire at the end of the tenth Operational Year. At a future date, the Cameron County
Appraisal District will determine the base year value of the Eligible Property as of
January 1, 2018.

4.03 Report Upon Completion. Upon completion of the minimum investment
of $50,000,000 pursuant to Article II, Company will submit to the County a report with
reasonable documentation of the minimum investment and confirmation evidencing that
Company has met the requirements of Article Il (except for the ongoing performance
requirements in Sections 2.03 and 2.07 that will occur in future Operational Years)
(“Completion Report™). For Sections 2.05, 2.06, 2.08 and 2.09 a statement by an
authorized representative or officer of Company that to the best of Company’s knowledge
it is in compliance with these requirements will suffice for purposes of the Completion
Report.
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4.04  Award Affidavit. On or before April 1 of each year that this Agreement is
in effect, the Company shall submit to the County, an award affidavit signed and affirmed
by an officer or authorized representative of the Company (each an “Award Affidavit”),
stating that to the best of the Company’s knowledge: (i) the Company intends to maintain
the Facility in full operation in accordance with the terms of this Agreement; (ii) the
Company’s representations and warranties contained in Section 6.01 continue to remain
true and correct as of the date of the Award Affidavit; (iii) a narrative description of the
development’s progress; (iv) information supporting employment creation and retention,
including information and supporting evidence on employment of Regional Residents
and all other reporting requirements set forth in Section 2.07; and (v) for Award
Affidavits provided during an Operational Year, certification by the Company that the
aggregate performances set forth in Section 2.03 have been achieved and that reasonable
backup documentation exists to substantiate the Company’s calculations and
performances as set forth in the Award Affidavit. Subject to Section 8.09(u), the
Company shall also submit documentation as may be reasonably requested by the County
in such form as the County may reasonably determine in accordance with the terms and
subject matter of this Agreement. The County shall not make copies or otherwise
duplicate any documentation submitted by the Company pursuant to such a request and
all documentation submitted to the County pursuant to this Agreement shall be returned
to Company within fifteen (15) days after County's receipt thereof, except as required by
the Texas Public Information Act or other applicable law.

4.05 The Company’s failure to comply with and meet the performance
requirements of Section 2.03 for an Operational Year will not eliminate or limit the right
of the Company to an abatement for that Operational Year if, and only if, (i) the deficit in
the requirements was less than ten (10%) percent of the target, (ii) the Company
accurately set forth the calculations in the Award Affidavit for the Operational Year, and
(iii) the Company makes specific reference to this waiver in any award field for the
Operational Year.

4.06 Audits of Books and Records. The County will have the right, and the
Company shall allow the County to audit the Company’s operating records relevant for
the County to determine compliance with this Agreement after submission of the
Completion Report and, thereafter, during each Operational Year. Company must make
all such records available to the County at the Company’s office in the County or at
another location within the County acceptable to both parties. If the Award Affidavit is
found to be incorrect in any material way with respect to the calculations or regarding the
Company’s representations and warranties, then, in addition to the remedies available to
the County under Section 8.05, the Company will pay to the County on demand at its
address set forth herein, the reasonable cost of the audit. If such audit proves the Award
Affidavit is correct, the expense of any such audit will be paid by the County. Any audit
conducted pursuant to this Section 4.06 shall be undertaken during the Company’s
normal working hours, and the Company shall be provided with reasonable notice and
opportunity to prepare relevant records for review without disruption to the conduct of its
ordinary business activities. Any amounts payable by one party to the other party shall be




