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APPEAL OF THE EXECUTIVE § BEFORE THE
DIRECTOR’S USE DETERMINATIONS §
ISSUED TO §
TENASKA GATEWAY PARTNERS, LTD; §
FREESTONE POWER GENERATION, L.P.; § TEXAS COMMISSION ON
BORGER ENERGY ASSOCIATES, LP; §
BRAZOS VALLEY ENERGY, L.P.; §
FREEPORT ENERGY CENTER, L.P.; and §
NAVASOTA WHARTON ENERGY §
§

PARTNERS, LP ENVIRONMENTAL QUALITY

EXECUTIVE DIRECTOR’S RESPONSE BRIEF TO RUSK COUNTY, FREESTONE
CENTRAL, HUTCHINSON COUNTY, FORT BEND CENTRAL, BRAZORIA COUNTY,
AND WHARTON COUNTY APPRAISAL DISTRICTS’ APPEALS OF THE
EXECUTIVE DIRECTOR’S USE DETERMINATIONS

. The Executive Director of the Texas Commission on Environmental Quality (the Commission or
TCEQ) files this Response to the Appeals of the Executive Director’s Use Determinations Issued
to Tenaska Gateway Partners, Ltd (Tenaska); Freestone Power Generation, L.P." (Freestone);
Borger Energy Associates, LP (Borger); Brazos Valley Energy, L.P (Brazos); Freeport Energy
Center, L.P (Freeport); and Navasota Wharton Energy Partners, LP (Navasota). The appeals
were submitted by or on behalf of the affected county appraisal districts. The regulated entities
did not appeal the Executive Director’s use determinations.

For the reasons described below, the Executive Director respectfully requests that the
Commission adopt the recommendation of the Executive Director and remand the respective
appeals to the Executive Director to issue new determinations consistent with the Executive
Director’s recommendation as adopted by the Commission.

Part I of this brief presents a background of the Tax Exemption for Pollution Control Property
Program, including a discussion of House Bill 3732; Part II discusses the procedural history of
each application including the Executive Director’s determinations; Part III describes the devices
involved in these appeals, and the circumstances leading to the formation of a Workgroup to
assist in establishing the method of calculating the proper pollution control percentage for the
devices; and Part IV presents the Executive Director’s recommendation to the Commission on
the proper pollution control percentage to adopt for the devices involved in these appeals.
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I

PROGRAM BACKGROUND

These appeals of the Executive Director’s use determinations are filed pursuant to H.B. 3121
(77t Tex. Legislature, 2001) establishing an appeals process for use determinations and the
Commission rules implementing the legislation."

In 1993, the citizens of Texas voted to adopt a tax measure called Proposition 2 (Prop 2). Prop 2
was implemented when Article 8, § 1-1 was added to the Texas Constitution on November 2,
1993. The amendment allowed the legislature to “exempt from ad valorem taxation all or part of
real and personal property used, constructed, acquired, or installed wholly or partly to meet or
exceed rules or regulations adopted by any environmental protection agency of the United States,

this state, or a political subdivision of thls state for the prevention, monitoring, control, or
reduction of air, water, or land pollution.””

The Texas Legislature codified the constitutional amendment in 1993 as TEX. TAX CODE §
11.31 (effective January 1, 1994). The statutory language in the codified version mirrored the
language of Article 8, § 1-1. The statute sets up a two-step process to obtain tax exemption for
pollution control property. First, a person seeking tax exemption for pollution control property
must obtain a positive use determination from the Executive Director that the property is used
wholly or partly for pollution control.> Second, once a person obtains a positive use
determination from the Executive Director, the person then applies to the appraisal district where
the property is located to receive the actual tax exemption. It is the performance of this second
step by the chief appraiser that removes the property from the tax roll.*

In 2001, the legislature amended Section 11.31 when it passed House Bill 3121 (effective
September 1,2001). This bill added several procedural requirements to Section 11.31, including
a provision requlrmg the establishment and implementation of a process to appeal use
determinations.” The amendment authorized the Commission to adopt rules establishing specific
standards for the Executive Director to follow i m making use determinations for property that
qualified for either full or partial determinations.®

In 2007, the 1eg1slature amended Section 11.31 when it passed House Bill 3732 (effective
September 1, 2007).” The amendment added three new subsections to Section 11.31 by
requiring the:

e Commission to adopt, by rule, a list of pollution control property which must include the
18 categories of equipment outlined in HB 3732;

!'See TEX. TAX CODE § 11.31 and 30 TEX. ADMIN. CODE § 17.25.
2 TeX. CONST. art. 8, § 1-1(a) (November 2, 2002).

® TEX. TAX CODE § 11.31(c) & (d).

* TEX. TAX CODE § 11.31(i).

’ See TEX. TAX CODE § 11.31(e).

¢ TeX. TAX CODE § 11.31(g).

" House Bill 3732 (80™ Legislature, 2007).
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o Commission to adopt a procedure to review the list at least once every three years and
allows the removal of items from the list when there is compelling evidence that the item
does not provide pollution control; and

e Executive Director to review applications containing only items on the adopted list, and
to issue a determination without regard to the information provided in response to Section
11.31(c)(1) within 30 days of receipt of the required application documents.®

On January 16, 2008, the Commission adopted rules imglementing HB 3732.° The adopted rules
include the “Equipment and Categories List” (ECL).!° Part B of the ECL consists of the 18
categories of equipment listed by the legislature in HB 3732."" The rules revised the review
standards contained in Section 17.15 by creating a revised “Decision Flow Chart” and adopting a
new “Part B Decision Flow Chart.”'* The rules created a new Tier level of application (Tier IV)
for the categories of equipment contained in Part B of the ECL."* The use determinations subject
to these appeals were filed as Tier IV applications under the newly adopted rules.

Appeals under 30 TEX. ADMIN. CODE § 17.25 may be filed by either the applicant seeking the
determination, or by the chief appraiser of the tax appraisal district affected by the
determination.* The appeal must be in writing and filed within 20 days of receipt of the use
determination letter.”> The Applicant is presumed to have received notice of the determination
on the “third regular business day after the date the notice of the Executive Director’s action is
mailed by first class mail.”'® The appellant is required by Section 17.25(b)(5) to explain the
basis for the appeal. Under Section 11.31(i), “the chief appraiser shall accept a final
determination by the executive director as conclusive evidence that the facility, device, or
method is used wholly or partly as pollution control property.”

II.

PROCEDURAL BACKGROUND

Tenaska Gateway Partners, Ltd — Rusk County (Use Determination Number 07-11914)

On March 14, 2008, Tenaska filed a Tier IV application with the Executive Director seeking a
use determination under Section 11.31 of the Texas Tax Code for 3 Heat Recovery Steam
Generators (HRSG) and 1 enhanced steam turbine. Tenaska claimed the devices were installed
to control Nitrogen Oxides (NOy) and cited 40 C.F.R § 60.44Da and 30 TEX. ADMIN. CODE §
117.3010 as the rules it is meeting or exceeding by installing the devices. The application was

®1d. See also, 33 Tex.Reg 932, 933 (February 1, 2008).
? 33 Tex.Reg 932 (February 1, 2008). The rules became effective on February 7, 2008.
1933 Tex.Reg at 956; and 30 TEX.ADMIN. CODE 17.14(a) (Effective February 7, 2008). Unless otherwise
specifically stated, all references to 30 TAC Chapter 17 refer to the rules effective February 7, 2008.
133 Tex.Reg at 967; and 30 TEX.ADMIN. CODE 17.14(a).
230 TEX.ADMIN. CODE 17.15(a) and (b).
" 30 TEX.ADMIN. CODE 17.2(16).
' TEX. TAX CODE § 11.31(e); and 30 TEX. ADMIN. CODE § 17.25(a)(2).
:Z 30 TEX. ADMIN. CODE § 17.25(b)
Id.
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declared to be administratively complete on April 8, 2008. The technical review of the
application was completed on May 1, 2008. On May 1, 2008, the Executive Director issued a
100% positive use determination for the HRSGs and a negative use determination for the
enhanced steam turbine. Rusk County Appraisal District filed a timely appeal on May 19, 2008.
On May 27, 2008, Wayne Frazell (with Pritchard & Abbott, Inc.) filed “detailed comments” on
behalf of Rusk County Appraisal District, explaining its reasons for appeal. A copy of the
application, administrative review documents, technical review documents, and use
determination letter are attached herein as ED’s Exhibit 1.

Freestone Power Generation L.P — Freestone County (Use Determination Number 07-11966)

On March 28, 2008, Freestone filed a Tier IV application with the Executive Director seeking a
use determination under Section 11.31 of the Texas Tax Code for 4 HRSGs, 2 steam turbines,
and support systems. Freestone claimed the devices were installed to control Nitrogen Oxides
(NOy) and cited 40 C.F.R § 60.44Da and 30 TEX. ADMIN. CODE § 106.512 as the rules it is
meeting or exceeding by installing the devices. The application was declared to be
administratively complete on April 8, 2008. The technical review of the application was
completed on May 1, 2008. On May 1, 2008, the Executive Director issued a 100% positive use
determination for the HRSGs and a negative use determination for the steam turbines, and
support systems. Freestone Central Appraisal District filed a timely appeal on May 16, 2008.
On May 27, 2008, Wayne Frazell (with Pritchard & Abbott, Inc.) filed “detailed comments” on
behalf of Freestone County Appraisal District explaining the its reasons for appeal. A copy of
the application, administrative review documents, technical review documents, and use
determination letter are attached herein as ED’s Exhibit 2.

Borger Energy Associates, LP — Hutchinson County (Use Determination Number 07-11971)

On March 31, 2008, Borger filed a Tier IV application with the Executive Director seeking a use
determination under Section 11.31 of the Texas Tax Code for 2 HRSGs. Borger claimed the
devices were installed to control Nitrogen Oxides (NOy) and cited 40 C.F.R § 60.44Da and 30
TEX. ADMIN. CODE § 106.512 as the rules it is meeting or exceeding by installing the devices.
The application was declared to be administratively complete on April 8, 2008. The technical
review of the application was completed on May 1, 2008. On May 1, 2008, the Executive
Director issued a 100% positive use determination for the HRSGs. Hutchinson County
Appraisal District filed a timely appeal on May 16, 2008. On May 27, 2008, Wayne Frazell
(with Pritchard & Abbott, Inc.) filed “detailed comments” on behalf of Hutchinson County
Appraisal District explaining the its reasons for appeal. A copy of the application, administrative
review documents, technical review documents, and use determination letter are attached herein
as ED’s Exhibit 3. '

Brazos Valley Energy L.P — Fort Bend County (Use Determination Number 0711969)

On March 28, 2008, Brazos filed a Tier IV application with the Executive Director seeking a use
determination under Section 11.31 of the Texas Tax Code for 2 HRSGs and 1 steam turbine.
Brazos claimed the devices were installed to control Nitrogen Oxides (NOy) and cited 40 C.F.R §
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60.44Da and 30 TEX. ADMIN. CODE § 106.512 as the rules it is meeting or exceeding by
installing the devices. The application was declared to be administratively complete on April 8,
2008. The technical review of the application was completed on May 1, 2008. On May 1, 2008,
the Executive Director issued a 100% positive use determination for the HRSGs and a negative
use determination for the steam turbine. Fort Bend Central Appraisal District filed a timely
appeal on May 21, 2008. A copy of the application, administrative review documents, technical
review documents, and use determination letter are attached herein as ED’s Exhibit 4.

Freeport Energy Center, L.P — Brazoria County (Use Determination Number 07-11994)

On April 3, 2008, Freeport filed a Tier IV application with the Executive Director seeking a
partial use determination under Section 11.31 of the Texas Tax Code for 1 HRSG, 1 steam
turbine, and condenser and ancillary pump systems. Freeport claimed the devices were installed
to control Nitrogen Oxides (NOy) and cited 40 C.F.R § 60.44Da as the rule it is meeting or
exceeding by installing the devices. The application was declared to be administratively
complete on April 8, 2008. The technical review of the application was completed on May 1,
2008. On May 1, 2008, the Executive Director issued a 100% positive use determination for the
HRSG and a negative use determination for the steam turbine, and condenser and ancillary pump
systems. Brazoria County Appraisal District filed a timely appeal on May 21, 2008. A copy of
the application, administrative review documents, technical review documents, and use
determination letter are attached herein as ED’s Exhibit 5.

Navasota Wharton Energy Partners, P — Wharton County (Use Determination Number 07-
11926)

On March 19, 2008, Navasota filed a Tier IV application with the Executive Director seeking a
use determination under Section 11.31 of the Texas Tax Code for 4 HRSGs and 2 steam turbines.
Navasota claimed the devices were installed to control Nitrogen Oxides (NOy) and cited 40
C.FR § 60.44Da and 30 TEX. ADMIN. CODE § 106.512 as the rules it is meeting or exceeding by
installing the devices. The application was declared to be administratively complete on April 8,
2008. The technical review of the application was completed on May 1, 2008. On May 1, 2008,
the Executive Director granted a 100% positive use determination for the HRSGs and a negative
use determination for the steam turbines. Wharton County Appraisal District filed a timely
appeal on May 21, 2008. A copy of the application, administrative review documents, technical
review documents, and use determination letter are attached herein as ED’s Exhibit 6.

II1.

HRSGs and CALCULATION OF POLLUTION CONTROL PERCENTAGE

The properties involved in these appeals are HRSGs and steam turbines used at combined-cycle
facilities to generate electricity. The Tier IV applications were submitted under Part B-8 of the
ECL for HRSGs and Part B-10 of the ECL for steam turbines. The appeals challenge only the
Executive Director’s determinations granting 100% Tier IV positive use determinations for the
HRSGs. The Executive Director’s determinations regarding the steam turbines were not
appealed.
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Since the enactment of HB 3732, the Executive Director has received approximately thirty seven
Tier IV use determination applications for HRSGs and steam turbines installed at combined-
cycle electric generation facilities. The Executive Director has issued 100% positive use
determinations for twenty six HRSGs. Six out of the twenty six use determinations were
appealed by the affected appraisal districts, and all six are the subject of the instant appeals.
There are currently eleven applications awaiting determinations.

Under TCEQ rules, an applicant for a Tier IV use determination is required to calculate the use
determination for the equipment or categories of equipment included in the application. “It is the
responsibility of the applicant to propose a reasonable method for determining the use
determination percentage. It is the responsibility of the executive director to review the proposed
method and make the final determination.”’’ The challenge with most Tier IV applications
including those involved in these appeals is the calculation of the use determination percentage
for each category of equipment. A description of the functions performed by a HRSG will help
explain why the calculation methodologies vary from one application to another.

A HRSG acts as a fuel substitute in a typical combined-cycle installation. A typical HRSG
captures hot exhaust gases from a combustion turbine. The resulting heat is converted “into high
pressure and temperature steam” which is used to propel a steam turbine to generate electrical
energy. '® This process eliminates the need for the additional burning of coal or other
hydrocarbon based fuel in order to obtain the same increase in electrical energy generation
output at the site. Installation of a HRSG in a combined-cycle facility “allows more electrical
energy to be produced for a given heat input” compared to a “simple cycle or traditional steam
boiler/turbine (Rankine cycle) configuration.”"”

Calculation Methodologies Provided in the Respective Applications:

Tenaska Gateway: Tenaska proposed a calculation based on comparing a single cycle plant
with a selective catalytic reduction (SCR) system installed to control NO, to a combined-cycle
plant with an HRSG installed to boost efficiency with less NO, emissions. Based on this
premise, Tenaska claimed that it merely substituted a HRSG in a combined-cycle plant for an
SCR 1in a single cycle plant. As a result, Tenaska wanted a use determination percentage that
reflected the total capital cost of the hypothetical SCR that it did not install. The arithmetic and
method of calculation is best expressed on pages 5-6 of the application.”

730 TEX. ADMIN. CODE § 17.17(d).

'® Yongjun Zhao, Hongmei Chen, Mark Waters, and Dimitri N. Mavris; “Modeling and Cost Optimization of
Combined Cycle Heat Recovery Generator Systems” (Proceedings of ASME Turbo Expo 2003 - Power of Land,
Sea, and Air, GT2003-38568, June 16-19, 2003). See also, Application for Use Determinations filed by Ennis-
Tractebel Power Company, LP).

1 Id. A single-cycle or simple-cycle power plant uses a “fuel-fired turbine” to generate electricity. A combined-
cycle power plant combines “gas turbine engine” with a heat recovery steam generator and a steam turbine system to
generate electricity. Single-cycle facilities are only ablé to utilize a portion of the heat that the combustion of their
fuel generates. The excess heat generated from combustion is generally wasted in a single cycle facility. The
HRSGs at combined-cycle facilities recapture that waste heat, and use it to make steam to generate electricity;
thereby, improving overall efficiency. See Footnote 18 (“Modeling and Cost Optimization of Combined Cycle Heat
Recovery Generator Systems”).

0 See ED’s Exhibit 1 (Application for Tier IV use determination submitted by Tenaska Gateway Partners, Ltd.).
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The problems with this calculation are as follows. First, the cost of the steam turbine which is
not a pollution control property was factored into the calculation. Second, HRSGs and SCRs are
totally different mechanisms. The latter is a known and acceptable pollution control device,
which may still be installed somewhere in the plant to control pollution. Once installed, Tenaska
can apply and receive a use determination for it. Third, SCRs are custom-built for each facility.
Choosing and using an average cost, as Tenaska did, does not come close to reflecting the actual
value of a SCR that would be installed if there was a need to install one. Fourth, the calculation
removes the focus of the evaluation from the purported pollution control property, and places it
on another unrelated property. The calculation is not based on the equipment for which use
determination is sought. Finally, it is impossible to apply the review standards, particularly the
Decision Flow Charts, using this calculation methodology.

Freeport Energy: Freeport requested a 98% partial use determination for replacing an old
power generation plant with a combined-cycle plant using an HRSG. Freeport based its
proposed calculation on the NOx reduction achieved by the new plant. Freeport claimed that
NOy emissions were reduced from 147ppm (old plant) to 3ppm (new plant). The partial
percentage calculation based on reduction in NOy emissions was 98% of the total cost of
installation of the HRSG, steam turbine, and condenser and ancillary pump system. The method
of calculation is best expressed on pages 5-6 of the application.”!

The problems with this calculation are as follows. First, the cost of the steam turbine, condenser
and ancillary pump system which are not pollution control properties are factored into the
calculation. Second, the calculation removes the focus of the evaluation from the purported
pollution control equipment, and places it on NOx emissions. The calculation is not based on the
equipment for which use determination is sought. Third, the calculation is based on the cost of
the entire facility rather than the cost of the HRSG. Finally, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calculation methodology.

Freestone Power Generation: Freestone proposed a use determination percentage calculation
based on “avoided emissions.” This “approach relies on thermal output differences between a
conventional power generation system and the combined-cycle system.”?® This a%)roach
“utilized output-based NOy allocation method for both power generation projects.”* The
method of calculation is best expressed on Schedule A, and pages 11-12 of the application.?*

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control properties are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purported pollution control property and places it on NOy
emissions output. The calculation is not based on the devices for which use determinations are
sought. Fourth, the calculation is based on several assumptions, none of which reflect the
pollution control properties at issue in this case. Finally, it is impossible to apply the review

?1 See ED’s Exhibit 5 (Application for Tier IV use determination submitted by Freeport Energy Center, L.P.).
22 See ED’s Exhibit 2 (Application for Tier IV use determination submitted by Freestone Power Generation, L.P.).
23
1d.
24 &
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standards, particularly the Decision Flow Charts, using this calculation methodology. Finally, as
a result of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbines, the applicant came up with a pollution control percentage
of 384%.

Borger Energy: Like Freestone, Borger proposed a use determination percentage calculation
based on “avoided emissions.” This “approach relies on thermal output differences between a
conventional power generation system and the combined-cycle system.” ** The approach
“utilized output-based NO, allocation method for both power generation projects.”® The
method of calculation is best expressed on Schedule A, and pages 7-9 of the application.?’

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the calculation removes the focus of the evaluation from the purported
pollution control properties and places it on NOy emissions output. The calculation is not based
on the devices for which use determinations are sought. Third, the calculation is based on
several assumptions, none of which reflect the pollution control properties at issue in this case.
Fourth, it is impossible to apply the review standards, particularly the Decision Flow Charts,
using this calculation methodology. Finally, as a result of the flawed assumptions and the use of
the total cost of the facility, the applicant came up with a pollution control percentage of 128.6%.

Brazos Valley Energy: Brazos proposed a pollution control percentage calculation based on
“avoided emissions.” This “approach relies on thermal output differences between a
conventional power generation system and the combined-cycle system.”?®  The approach
“utilized output-based NOx allocation method for both power generation projects.””” The
method of calculation is best expressed on Schedule A, and pages 9-10 of the application.*

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control devices are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purported pollution control properties and places it on NOx
emissions output. The calculation is not based on the devices for which use determinations are
sought. Fourth, the calculation is based on several assumptions, none of which reflects the
pollution control properties at issue in this case. Fifth, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calculation methodology. Finally, as
a result of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbine, the applicant came up with a pollution control percentage
0f 248.7%.

Navasota Energy: Navasota proposed a pollution control percentage calculation based on
“avoided emissions.” This “approach relies on thermal output differences between a

 See ED’s Exhibit 3 (Application for Tier IV use determination submitted by Borger Energy Associates, LP.).
26
Id.
27 ﬂ
2 See ED’s Exhibit 4 (Application for Tier IV use determination submitted by Brazos Valley Energy, L.P.).
29
Id.
30 E
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conventional power generation system and the combined-cycle system.” *' The approach

“utilized output-based NOy allocation method for both power generation projects.””” The
method of calculation is best expressed on Schedule A, and pages 9-10 of the application.> _

The problems with this calculation are as follows. First, the cost of the entire facility was used in

-the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control devices are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purported pollution control properties and places it on NOy
emissions output. The calculation is not based on the devices for which use determinations are
sought. Fourth, the calculation is based on several assumptions, none of which reflects the
pollution control properties at issue in this case. Fifth, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calculation methodology. Finally, as
a result of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbine, the applicant came up with a pollution control percentage
of 164%.

The pollution control percentages and the methods of calculation used by the applicants vary
considerably. The following are examples of the percentages derived by using the avoided
emissions calculation:

Applicant Calculation Method Pollution Control %
Channel Energy Avoided emission based on Noy Output 366.1%
Pasadena Cogeneration Avoided emission based on Noy Output 165%

TH Wharton Avoided emission based on Nox Output 398.3%
Cedar Bayou 4 Avoided emission based on Noy Output 225.9%
Mustang Units 1, 2, &3 Avoided emission based on Noy Output 142.18%
Calpine Baytown Avoided emission based on Noy Output 298.75%
Deer Park Energy Avoided emission based on Noyx Output 503.55%
Magic Valley Avoided emission based on No, Output 263.55%
FPL Forney Avoided emission based on Noy Output 213.64%

Based on various calculations and initial research by staff, the Executive Director allowed 100%
positive use determination for the first set of applications adjudicated. Subsequently, the
Executive Director received new applications, with varying use determination percentages. The
Executive Director then decided to develop a consistent and uniform use determination
percentage for HRSGs.

3! See ED’s Exhibit 6 (Application for Tier IV use determination submitted by Navasota Wharton Energy Partners,
LP.).
32 ﬁ
33 ld_
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Iv.
THE WORKGROUP AND EXECUTIVE DIRECTOR’S RECOMMENDATION

Faced with the difficulties of coming up with a reasonable use determination percentage for
HRSGs, the Executive Director assembled a Workgroup to gather information that would lead to
the development of a uniform use determination percentage for the equipment. The Workgroup
was attended by applicants or their representatives whose use determinations are currently
pending on appeal; applicants or their representatives whose use determination applications are
currently pending in-house; appraisal districts and their representatives; and environmental and
public interest groups. The Workgroup met twice and provided input to the Executive Director
on this issue. Based on staff research and input from the Workgroup, the following conclusions
were made:

1. A comparable combined cycle power plant produces less air emissions than the same size
simple cycle power plant. The reduced emissions are attributed to reduced combustion.
The installation of the HRSGs lead to the reduced emissions.

2. The steam turbine systems are used solely to produce electricity. As 100% production
equipment the steam turbine systems are not eligible for a positive use determination.

3. The pollution control aspect of the combined cycle plant relates solely to the installation
of the HRSGs. However, installation of HRSG also results in increased efficiency and
production gain.

The Executive Director reviewed several calculation methodologies provided in different
applications and at the Workgroup meetings; calculations provided by Wayne Frazell, with
Pritchard & Abbott; and comments and suggestions made by Workgroup participants. The goal
was to assign an appropriate percentage to the pollution control aspect of the HRSGs, while
taking into account the production gain associated with their installation. Of all the calculations
reviewed, the method furnished by Cummings Westlake, LLC, representing Ennis-Tractebel
Power Company, comes the closest to providing the appropriate use determination percentage
for HRSGs.

The Executive Director is therefore recommending the following modified version of the
calculation presented by Cummings Westlake:

A HRSG acts as a fuel substitute in a combined cycle installation. A typical
HRSG captures hot exhaust gases from a combustion turbine. The resulting heat
is converted “into high pressure and temperature steam” which is used to propel a
steam turbine to generate electrical energy.>* This process eliminates the need for
the additional burning of coal or other hydrocarbon based fuel in order to obtain

** Yongjun Zhao, Hongmei Chen, Mark Waters, and Dimitri N. Mavris; “Modeling and Cost Optimization of
Combined Cycle Heat Recovery Generator Systems” (Proceedings of ASME Turbo Expo 2003 - Power of Land,
Sea, and Air, GT2003-38568, June 16-19, 2003). See also, Application for Use Determinations filed by Ennis-
Tractebel Power Company, LP).
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the same increase in electrical energy generation output at the site. Installation of
a HRSG in a combined cycle facility “allows more electrical energy to be
produced for a given heat input” compared to a “simple cycle or traditional steam
boiler/turbine (Rankine cycle) configuration.””> The thermal efficiency increase
or production gain derived from the installation of a HRSG is approximately 39%.
Since this percentage represents the additional amount of electrical energy
produced for a given heat input, it therefore represents the production value of the
equipment. Based on this production value, the pollution control percentage of a
HRSG installed at a combined-cycle facility is 61%. Staff is therefore
recommending a positive use determination of 61% for the installation of a
HRSG in a combined cycle facility.

Under this method, a HRSG would exit the “Decision Flow Chart” at box 7 and requires the
application of “Part B Decision Flow Chart.”*® HRSG provides environmental benefit at the site
under box 2 of the Part B Decision Flow Chart by acting as fuel substitute, capturing exhaust
gases which would have been emitted into the air at the site, and eliminates the need for the
additional burning of hydrocarbon-based fuel to obtain the same increase in electrical energy
generation at the site. The HRSGs involved in the instant appeals were installed in order to meet
or exceed an environmental rule adopted to control NOy emissions.’’

V.

CONCLUSION

The Executive Director requests that the Commission adopt the recommendation of the
Executive Director on the proper pollution control percentage for HRSGs installed at combined-
cycle facilities.  Should the Commission choose to adopt the Executive Director’s
recommendation, the Executive Director intends to apply the adopted recommendation to all
subsequently filed similar use determination applications, and to those applications currently
pending adjudication.

35

Id.
%630 TEX. ADMIN. CODE § 17.15(a); and 30 TEX. ADMIN. CODE § 17.15(b).
37 See 40 C.F.R § 60.44Da; and 30 TEX. ADMIN. CODE § 106.512.
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The Executive Director respectfully requests that the Commission remand use determination
numbers 07-1194, 07-11966, 07-11971, 07-11969, 07-11994, and 07-11926, to the Executive
Director to issue revised use determinations consistent with the adopted recommendation.

Respectfully submitted,

TEXAS COMMISSION ON ENVIRONMENTAL
QUALAITY

Mark R. Vickery, P.G., Executive Director

Stephanie Bergeron Perdue,
Deputy Director Office of Legal Services

Robert Martinez, Director
Environmental Law Division

/D."A. Chris Ekoh, Staff Attorney T

Environmental Law Division
Texas Bar No. 06507015

Timothy Reidy, Staff Attorney
Environmental Law Division
Texas Bar No. 24058069

P.O. Box 13087, MC 173

Austin, Texas 78711-3087

Telephone No. (512) 239-5487

Facsimile No. (512) 239-0606

REPRESENTING THE EXECUTIVE DIRECTOR,
TEXAS COMMISSION ON ENVIRONMENTAL
QUALITY
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CERTIFICATE OF SERVICE

I certify that on December 3, 2008, the original and 7 copies of the Executive Director’s
Response to Rusk County, Freestone Central, Hutchinson County, Fort Bend Central, Brazoria
County, and Wharton County Appraisal Districts’ Appeals of the Executive Director’s use
determinations was filed with the Office of the Chief Clerk, Texas Commission on
. Environmental Quality, and was served by first-class mail, agency mail, or facsimile to all

persons on the attached mailing list.

/D.’A. Chris Ekoh, Staff Attorney
Environmental Law Division
Texas Commission on Environmental Quality
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MAILING LIST
TCEQ Docket Numbers
2008-0830-MIS-U (UD 07-11914/Tenaska Gateway Partners, Ltd — Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P. — Freestone County)

2008-0832-MIS-U (UD 07-11971/Borger Energy Associates, LP — Hutchinson County)

2008-0849-MIS-U (UD 07-11969/Brazos Valley Energy, L.P. — Fort Bend County)

2008-0850-MIS-U (UD 07-11994/Freeport Energy Center, L.P. — Brazoria County)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Partners, LP — Wharton

County)

Terry W. Decker, RPA/CCA/RTA
Chief Appraiser

Rusk County Appraisal District
P.O.Box 7

Henderson, Texas 75653-0007
903/657-3578 Fax 903/657-9073

David Johnson

Tenaska, Inc.

1044 N. 115 St., Suite 400
Omaha, Nebraska 68154-4446

Bud Black, RPA/CTA

Chief Appraiser

Freestone Central Appraisal District
218 North Mount

Fairfield, Texas 75840
903/389-5510 Fax 903/389-5955

Freestone Power Generation L.P.
717 Texas, Suite 1000
Houston, Texas 77002

Greg Maxim

Duff & Phelps LLC

919 Congress Ave., Suite 1450
Austin, Texas 78701
512/671-5580 Fax 512/671-5501

Pritchard & Abbott, Inc.

Attn: Mr. C. Wayne Frazell
4900 Overton Commons Court
Fort Worth, Texas 76132-3687
817/926-7861 Fax 817/927-5314

Diana Hooks, RPA/RTA

Chief Appraiser

Hutchinson County Appraisal District
P. O. Box 5065

Borger, Texas 79008-5065
806/274-2294 Fax 806/273-3400

Borger Energy Associates, LP
7001 Boulevard 26, Suite 310
North Richland Hills, Texas 76180

Dennis Deegear

Duff & Phelps LLC

919 Congress Ave., Suite 1450
Austin, Texas 78701
512/671-5523 Fax 512/671-5501

Glen Whitehead, RPA

Chief Appraiser

Fort Bend County Central Appraisal District
2801 B. F. Terry Blvd.

Rosenberg, Texas 77471-5600
281/344-8623 Fax 281/344-8632

Brazos Valley Energy. L.P.
717 Texas, Suite 1000
Houston, Texas 77002

Hugh L. Landrum & Associates
Attn: Mr. Hugh L. Lundrum, Jr.
12621 Featherwood, Suite 325
Houston, Texas 77034
281/484-7000 Fax 281/484-7272
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Cheryl Evans

Chief Appraiser

Brazoria County Appraisal District
500 North Chenango

Angleton, Texas 77515
979/849-7792 Fax 979/849-7984

Freeport Energy Center, LP
4100 Underwood Road
Pasadena, Texas 77507

Justin Hyland

Leo Scherrer

Calpine/Dow

717 Texas Ave.

Houston, Texas 77002
713/830-8873 Fax 713/830-8670

Tylene Gamble

Chief Appraiser

Wharton County Appraisal District
2407%: N. Richmond Road
‘Wharton, Texas 77488
979/532-8931 Fax 979/532-5691

Navasota Wharton Energy Partners, LP
403 Corporate Woods
Magnolia, Texas 77354

Stephanie Bergeron Perdue

Deputy Director

TCEQ Office of Legal Services (MC 173)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-0600 Fax 512/239-0606

D. A. Chris Ekoh

TCEQ Environmental Law Division (MC 173)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-5487 Fax 512/239-0606

Tim Reidy

TCEQ Environmental Law Division (MC 173)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-5487 Fax 512/239-0606

Ron Hatlett

TCEQ SBEA (MC 110)

P. O. Box 13087

Austin, Texas 78711-3087
512/239-3100 Fax 512/239-3165

Blas Coy

TCEQ Office of Public Interest Counsel (MC
103)

P. O. Box 13087

Austin, Texas 78711-3087

512/239-6363 Fax 512/239-6377

Docket Clerk

TCEQ Office of the Chief Clerk (MC 105)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-3300 Fax 512/239-3311

Bridget Bohac

TCEQ Office of Public Assistance (MC 108)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-4000 Fax 512/239-4007

Minor Hibbs

TCEQ Chief Engineers Office (MC 168)
P.O. Box 13087

Austin, Texas 78711-3087
512/239-1795 Fax 512/239-1794
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Executive Director’s Exhibit 1

Tenaska: Application and Use Determination Documents



TEXAS

. . TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
NGNS ‘ ! x : I Q )
8 cJouU 1 ©  APPLICATION FOR USE DETERMINATION ON Efg\'%é\fg}?ﬁ%\ﬂfé\r_
FOR POLLUTION CONTROL PROPERTY QUALITY

The TCEQ has the responsibility to determine whether a property is a pollution control property. A person yemki v’w gk 8 L{B
delermination must complete the attached application or a copy or similar reproduction. For assistance in complé’ﬁifl]‘:é tﬁﬁs fofn” A1 O
refer lo the TCEQ guidelines document, Property Tax Exemptions for Pollution Control Property, as well as 30 TAC §17. rules

governing this program. For additional assistance please contact the Tax Relief for Pollution Control Property P]‘O@H&Fﬁ %I_gﬂys OEHCE
239-3100. The application should be completed and mailed, along with a complete copy and the appropriate fee, to: TCEQ MC- k !
214, Cashiers Office, PO Box 13088, Austin, Texas 7871 1-308§. .

Information must be provided for each field unless otherwise noted,
1. GENERAL INFORMATION

A. What is the type of ownership of this facility?

[ ] Corporation [] Sole Proprictor
[ ] Partnership [] Utility
(X Limited Partnership [ Other:

B. Size of company: Number of Employees

1to 99 D 1,000 to 1,999
[ 100 to 499 [ 2,000 to 4,999
[ ] 500 to 999 ] 5,000 or more

C. Business Description: (Provide a brief description of the type of business or activity at the
facility)
Electric Generation

2. TYPE OF APPLICATION
[ ] TierI $150 Fee [] Tier III $2,500 Fee
[ ] TierII $1,000 Fee X Tier IV $500 Fee
NOTE: Enclose a check, money order to the TCEQ, or a copy of the cPay receipt along with the
application 1o cover the required fee.

3. NAME OF APPLICANT

A. Company Name: Tenaska Gateway Partners, Ltd.
B. Mailing Address (Street or P.O. Box): 1044 N. 115 Street, Suite 400
C. City, State, and Zip Omaha, NE 68154-4446
4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit: Tenaska Gateway Generating Station
B. Type of Mfg. Process or Service: Natural Gas- Fueled, Combined-Cycle
Generation
C. Street Address: SH 315
D. City, State, and Zip: Mt. Enterprise, Texas 75681-0697
E. Tracking Number (Optional): GATEWAY-2008-1

F. Company or Registration Number (Optional):

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: Rusk County Appraisal District
B. Appraisal District Account Number: ‘

Tax Relief for Pollution Control Property Application
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6. CONTACT NAME
Company/Organization Name Tenaska, Inc, .

Name of Individual to Contact: David D. Johnson

Mailing Address (Street or P.O. Box): 1044 N. 115 Street, Suite 400

. City, State, and Zip: Omaha, NE 68154-4446

Telephone number and fax number: Tel:(402)691-9533 Fax:(402) 691-9552

E-Mail address (if available):

SRCRCRoN- s

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
For each media, please list the specific environmental rule or regulation that is met or exceeded

by the installation of this property.

MEDIUM | Rule/Regulation/Law

Alr Title 40 of the Code of Federal Regulations, Chapter 1, Subchapter C, Parl 60, Subpart D,
Seclion 60.44a (40 CFR 60.44Da”)
Title 30 of the Texas Administrative Code, Part 1, Chapter 117,Subchapter E, Division 1,
Rule 117.3010 (30 TAC 117.30107)

Water

Waste

8. DESCRIPTION OF PROPERTY (Complete for all applications)
Describe the property and how it will be used at your facility. Do not simply repeat the
description from the Equipment & Categories List. Include sketches of the equipment and

flow diagrams of the processes where appropriate. Use additional sheets, if necessary.

Heat Recovery Steam Generators and Enhanced Steam Turbine
Tier IV

Statutes and Regulations

40 CFR 60.44Da establishes standards of performance for NOx for electric utility steam generating units
for which construction commenced after September 18, 1978, 30 TAC 117.3010 establishes emissions
specifications for NOx for utility electric generation in East and Central Texas, which includes Rusk

County.

Propertv/Equipmexﬁ Description

The Tenaska Gateway Generating Station (the Plant) 1s an 845 MW (nominal net capacity) natural gas-
lectric generating station. The Plant 1s a combined-cycle facility including three

fueled, combined-cycle e
170 Megawat! (MW) combustion turbine generators coupled with three thermally efficient heat recovery

steam generators (HRSGs) and a single 335 MW steam turbine.

A combined cycle facility consists of one or more gas and steam turbines. The air expansion that occurs
during the combustion process turns the gas turbine that drives the generalor to produce electricity. The
combustion in the gas turbine also produces a hot exhaust gas. In a combined cycle unit the heat
he combustion of natural gas is directed to the HRSG to generate steam used Lo turn a

produced during t
both the gas and steam turbines generale electricity, achieving efficiencies of

steam turbine. Therefore,
up 10 55%. !

" Bay Area 2005 Ozone Strategy
 EPA-452/F-03-032

Tax Relief for Pollution Control Property Application
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A simple-cycle plant contains gas turbines without HRSGs or steam turbines. The air expansion that
occurs during the combustion process turns the turbine that drives the generator to produce electricity and

produces a hot exhaust gas.

One of the benefits of a combined cycle facility is lower NOx emissions per Megawatt-hour (MWh)
generated. Assuming the same MWh production, a NOx pollution control devlce would have 1o be
installed at simple cycle facility to achieve the lower NOx emissions achieved by a combined cycle
process. NOx pollution control devices include selective catalytic reduction systems (SCR). A SCR unit
reduces NOx emissions by injecting ammonia into the exhaust stream to react with the nitrous oxides to
form nitrogen and water under the presence of a catalyst. The chemical reaction proceeds as follows:

6 NO; + 8 NH; ® 7N, + 12 H,O

The SCR unit consists of a catalytic honeycomb structure installed downstream of the combustion turbine
prior the main exhaust stack and an ammonia injection skid. For the large 7FA GE turbines, the SCR
installed capital costs range from $2,000,000 to $4,500,000 per gas turbine. "2 Based on the literature
review, catalyst cost escalation since the publication of the literature, and the physical location of the
plant (Rusk County), $4,000,000 per turbine is the estimated cost to install a SCR unit at the Tenaska

Gateway Plant.

In the combined-cycle configuration specific to the Plant, the HRSGs and the enhanced steam turbine
provide an additional 335 MW capacity without the installation of SCR units to meet the NOx emissions
requirements on a Ibs-NOx per MW-hour generation basis. The total installed costs of the HRSGs and

enhanced steam turbine is $48,038,345.

Comparing the NOx emissions on a MWh basis shows that a simple cycle configuration would yield
approximately 66% more NOx. The calculations are demonstrated by the following:

Capacity Calculated Increased
Configuration MW Factor - MW NOx Emissions
Combined Cycle 845 1.00 =845
Simple Cycle 510 1.66 =845 - 66%

To achieve the reduced NOx emissions demonstrated by the combined cycle configuration, the simple
cycle plant must install a SCR. Recognizing that the heat recovery steam generators and subsequent
enhanced steam turbines have an economic benefit associated with them, the basis of this application is
predicated on a substitution basis. If Tenaska did not install the additional heat recovery equipment, they
would have had to install NOx pollution control devices in addition to the existing low NOx burner
currently installed. The hypothetical installation of SCR units on each gas turbine would achieve the
corresponding NOx emissions reductions. Therefore, this application seeks only the equivalent SCR cost
for the exemption value of the HRSG and enhanced steam turbines.

Tenaska Gatewav Tier IV Methodology

Generation / Emission Technology
HRSG / Steam Turbine SCR Technology

HRSG Cost $34,640,309 -
Enhanced Steam Turbine 13,398,037 -
SCR Equivalent Cost - 12,000,000
Total Capital Costs $48,038,346 $12,000,000
25% 100%

Exemption %

Tax Relief for Pollution Control Property Application
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The following diagram depicts a normal combined cycle configuration with low NOx combustion system

and an SCR controlling the NOx emissions. This diagram is shown to show the normal configuration of a
SCR installation.

L1 GRAN OF A TYPICAL 2X1 COMBINED CYCLE COMBUSTION TURSINE PLANT
WITH SELECTIVE CATALYTIC REDUGTION & DRY LOVLNOX COMBUSTORS ©

1
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The following diagram depicts a simple cycle power plant with a hypothetical high temperature SCR
installed at the heat exhaust point of the simple cycle gas turbines.
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10.

11.

12,

14.

PARTIAL PERCENTAGE CALCULATION
This section is to be completed for Tier III and I'V applications. For inform:ation on how to

conduct the partial percentage calculation, see the application instructions document. Attach
calculation documents to completed application.

PROPERTY CATEGORIES AND COSTS
List each control device or system for which a use determination is being sought. Provide

additional attachments for more than 3 properties.

Property Taxable | DFC | ECL Estimated Use

on Box # Cost Y%
1/01/94?

Land

Property

Heat Recovery Steam Generators/ | No B3 B-8/ $48,038,346| 25%

Enhanced Steam Turbine B-9

Totals $48,038,346 | 25%

$1ao0 s€7

EMISSION REDUCTION INCENTIVE GRANT
(For more information about these grants, see the Application Instruction document).
Will an application for an Emission Reduction Incentive Grant be filed for this property/project?

[Yes XNo

APPLICATION DEFICIENCIES
After an initial review of the application, the TCEQ may determine that the information provided

with the application is not sufficient to make a use determination. The TCEQ may send a notice of
deficiency, requesting additional information that must be provided within 30 days of the written

notice,

FORMAL REQUEST FOR SIGNATURE
By signing this application, you certify that this information is true to the best of your knowledge

and belief. , -7 oy
Name: iiw\-»q /Q/— C Date: ?)/7/68

Title: C-/V/'t?fi \:{ZA-V\L\‘\.\ DS ey 8 ; )
Company: T e [ITT Tne . Goonndd Pactres & TovesWee VIT Pactners L.P Masaginy Gewi Fhetner
Under Texas Penal Cbde, Section 37.10, if you make a false statement on this application, ySu

could receive a jail term of up to one year and a fine up to $2,000, or a prison term of twoto 10

years and a fine of up to $5,000.

DELINQUENT FEE/PENALTY PROTOCOL

This form will not be processed until all delinquent fees and/or penalties owed to the TCEQ or
the Office of the Attorney General on behalf of the TCEQ are paid in accordance with the
Delinquent Fee and Penalty Protocol. (Effective September 1, 2006)

Tax Relief for Pollution Control Property Application '
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DISCLAIMER

This document is intended to assist persons in applying for a use determination, pursuant to Title 30
Texas Administrative Code Chapter 17 (30 TAC 17). Conformance with these guidelines is expected to
result in applications that meet the regulatory standards required by the Texas Commission on
Environmental Quality (TCEQ). However, the TCEQ will not in all cases limit its approval of
applications o those that correspond with the guidelines in this document. These guidelines are not
regulation and should not be used as such. Personne!l should exercise discretion in using this guidelines
document. It should be used along with other relevant information when developing an application.

Tax Relief for Pollution Control Property Application
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Buddy Garcia. Chairman

Larry R. Soward. Conumissioner
Brvai
Glenn Shankle, Executive Direclor

1 W, Shaw. Ph.D.. Commissioner

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing | Yolhution

March 14, 2008

CHIEF APPRAISER
RUSK COUNTY APPRAISAL DISTRICT

POBOX 7
HENDERSON TX 75653

This letter is to inform you that a Use Determination Application has been filed by:
TENSKA GATEWAY PARTNERS LTD

for:

TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697
MOUNT ENTERPRISE TX 75681-0697

Appraisal District Account Number: NOT LISTED

This facility is located in RUSK County.

A complete copy of the application is included with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11914. Please conlact the Tax
Relief for Pollution Control Property Program at (512) 239-3100 if you have any guestions.

Sincerely,
D

/l:/"/“,’/,’( & ,':,{,',w

Ron Hatlett

Tax Relief for Pollution Control Property Program
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Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

Apri] 8, 2008

TENASKA INC

DAVID D JOHNSON

1044 N 115 ST #400
OMAHA NE 68154 -4446

This letter is to inform you that on 4/8/2008, Use Delermination Application, 07-11914 (self
assigned tracking number GATEWAY-2008-1), was declared to be administratively complete.

This application was filed for the following facility:

TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697
MOUNT ENTERPRISE TX 75681 0697

The next step in the Use Determination Application process is the technical review of the
application. 1f this is a Tier I, 1, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response 1s not counted in
determinating the length of the technical review .The TCEQ will nolify you after the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application to the RUSK County Appraisal District. Please
contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 if you have any

questions,

Sincerely,

-
/

N A
/..,n !/ ,:f= """ :

AL T
Ron Hatlett
Tax Relief for Pollution Control Properly Program
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Buddy Garcia. Chairiman

Larry R. Soward. Commissioner
Bryvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execurive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Keducing and Preventing Pollution
May 1. 2008

CHIEF APPRAISER

RUSK COUNTY APPRAISAL DISTRICT
POBOX7

HENDERSON, TX 73653

This letter is to inform you that on 5/1/2008, a final determination was issued with regard 1o Use

Determination application 07-11914, filed by:

TENASKA GATEWAY PARTNERS LTD
TENASKA GATEWAY GENERATION STATION
SH 315, PO BOX 697

MOUNT ENTERPRISE, TX 75681

A copy of the use determination is included with this letter. House Bill 3121, enacted during the
77th Legislature Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 days of receipt of the
use determination. Should you choose to appeal the use determination. please submit a copy of
vour appeal 1o the TCEQ Tax Relief for Pollution Contro] Property program at the time of filing
the appeal with the Chief Clerk of the commission.

In order to qualify for a tax exemption. the applicant must file an exemption request with your
appraisal district. This exemption request must be accompanied by a copy of the positive use
determination issued by the TCEQ. 1f you have any questions regarding this Use Determination

or the appeals process. please call me at 5] 2/239-3100.

S

ime?—;}y.

Davad Greer
Team Leader, Pollution Prevention




Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY:

Protecting Texas by Reducing and Preventing Polluiion

May 1. 2008

TENASKA INC
DAVID D JOHNSON
1044 N 115 ST #400

. OMAHA, NE 68154 4446

This letter is 1o inform you that on 5/1/2008. the technical review of Use Determination
Application 07-11914 was completed. This application is for:

TENASKA GATEWAY PARTNERS LTD
TENASKA GATEWAY GENERATION STATION
SH 315, PO BOX 697 :
MOUNT ENTERPRISE, TX 75681 0697

The use determination is included with this letler. In order to request an exemption, a copy of this Use
Determination, along with a completed exemption request form #50-248 (can be found at
wivw.cpa.state.tx.us), must be provided 1o the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30.

House Bill 3121, enacted during the 77th Legislative Session. established a process for appealing a use
determination. The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25; Pursuant to 17.25(a)(1). an appeal must be filed within 20 days of
receipt of the use determination. Should vou choose to appeal the use determination. please submit a
copy of vour appeal to the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission,

Jf vou have any questions or require any additional information, please contact the Tax Relief for
Pollution Control Property Program al (512) 239-3100.

Sincerely.
David Greer
Team Leader. Pollution Prevention
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Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Brvan W. Shaw. Ph.D., Commissioner
Glenn Shankle, Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

USE DETERMINATION |

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
(7-11914, filed by:

TENSKA GATEWAY PARTNERS LTD
TENASKA GATEWAY GENERATION STATION
SH 315, PO BOX 697

MOUNT ENTERPRISE TX 75681

The pollution contro] property/project listed in the Use Determination Application is:

This facility has three combustion turbine generators coupled with three thermally efficient
heat recovery steam generators (HRSGs) and one enhanced steam turbine. This application
is a Tier IV application secking a partial use determination for the HRSGs and the

enhanced steam turbines,

The outcome of the review is:

A 100% positive use determination for the three Heat Recovery Steam Generators, This
equipment is considered to be pollution control equipment and was installed to meet or

exceed federal or state regulations.

A negative determination is issued for the steam turbine. The use of the steam turbine does
nof provide an environmental benefit af the site. The steam turbine is not considered to be

pollution control equipment.
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TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App. No.: 07 -11914 Review Start Date: 4/8/2008

Company Name: TENSKA GATEWAY PARTNERS LTD

Facility Name: TENASKA GATEWAY GENERATION STATION
County: RUSK Outstanding Fees: N

Batch/Voucher Number:B99788

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2008

TIER LEVEL
‘What Tier is this application? The application was filed as a Tier I'V application. Is this the

appropriate level?

The property listed on this application, Heal Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier IV,
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction 1s Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has three combustion turbine generators coupled with three thermally
efficient heat recovery steam generators (HRSGs). This application is a Tier IV
application seeking a partial use determination for the three HRSGs and the enhanced
steam turbines. To generate the equivalent amount of power using combustion turbine
they would have needed to install a Selective Catalytic Reduction System.The

application requests a partial determination.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequale description of the property was provided. and the purpose of the property was histed.
The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART (30 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5§ Box 6(IV) Y Box 10(I1I) Box 12(I) Box 13( 1I)

PART B DECISION FLOWCHART (17.15(b))
Mark the appropriate boxes: Box 1Y Box2 Y Box3 Y

Describe how the property flowed through the Decision Flowchart:

The Heat Recovery Steam Generators (HRSGs) are listed on Part B of the Equipment &




Categories List as ilem B-8. As Part B equipment the HRSGs leave the Decision Flow Chart at
Box 6 and pass through Box 1 of the Part B Decision Flow Chart with a yes answer. Since the use
of HRSGs provide an environmental benefit of reduced NOx emissions at the site there is a yes
answer for Box 2. Since there is a reduction in NOx emissions there is an environmental rule
which is being met, so there is a ves answer to Box 3. The sieam turbine passes through Box 1 on
the Part B Decision Flow Chart with a ves answer. Since the use of the steam turbine does not
provide an environmental benefit at the site a no answer is the result of Box 2. The steam turbine

is not eligible for a positive determination,
TIER 111 or IV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is outcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 Is all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time afler January 1, 1994. All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifving the final decision in the final determination section. If the application

was not technically complete then:

Provide the language to be used »in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letter:

Summarize the second NOD response:

Provide the language used in the thied NOD Jetter:

Summarize the third NOD response:

FINAL DETERMINATION

1f the property description has been summarized enter the detailed property description:




This facility has three combustion turbine generators coupled with three thermally
efficient heat recovery steam generators (HRSGs). This application is a Tier IV
application seeking a partial use determination for the three HRSGs and the enhanced
steam turbines. To generate the equivalent amount of power using combustion turbine
they would have needed to install a Selective Catalytic Reduction System.The

application requests a partial determination.
Provide the reason for your final determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.
A negative delermination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an environmental benefit at the site.

Provide the language for the final determination.

A positive use determination of 100% for the three Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmental benefit at the site. The steam turbine is not considered to be pollution control

equipment.
Highlight the required signatures and establish the appropriate due dates.
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Executive Director’s Exhibit 2

Freestone: Application and Use Determination Documents



TEXAS

COMMISSION
ON ENVIRONMENTAL
QUALTY
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY 708 KAY 23 MM 9 U3
APPLICATION FOR USEDETERMINATION R v
FOR POLLUTION CONTROL PROPERTY
_ CHIEF CLERKS OFFICE

The TCEQ has the responsibility to determine whether a property is a polluion control property. A person seeking & use determination for
pollion control property mus complete the attached application or use a copy or similar reproduction. For assisance in completing this form
referto the T CEQ guidelines document, Prperny Tax Exemptions for Pollution Conirol Property, as well as 30 T AC §17, rules poveming this
program, For additional assistance please contact the Tax Reliel for Pollwion Control Property Program at (512) 239-3100. The application
should be completed andmailed, along with a complete copy and appropriate fee, o: TCEQ MC-214, Cashiers Office, P.O. Box 13088, Augin,
Texas 7871 1-3088. . .

1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
LI Corporation L1 Sole Proprietor
U Partnership L1 Utility
¥ Limited Partnership L Other
B. Size of company: Number of Employees

V1 to 99 (] 1,000 to 1,999
L1100 10 499 (72,000 to 4,999
L1500 to 999 [J 5,000 or more

C. Business Description:  Electric Power Generation

2. TYPE OF APPLICATION
[0 Tier I $150 Application Fee 1 Tier ITII $2,500 Application Fee
[J Tier IX $1,000 Application Fee M Tier IV $500 Application Fee

NOTE: Enclose a check, money order o the TCEQ, or a copy of the ePay receipt
along with the applicaton to cover the required fee.

3. NAME OF APPLICANT
A. Company Name: Freestone Power Generation L.P.
B. Mailing Address (Street or P.O. Box): 717 Texas, Ste. 1000
C. City, State, ZIP: Houston, TX 77002
4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of facility: Freestone Energy Center

- B. Type of Mfg Process or Service: Electric Power Generation
C. Street Address: 13.6 mi porth on FM 488 from Fairfield. .
D. City, State, ZIP: Fairfield, Texas 75840~
E. Tracking Number Assigned by Applicant: DPFreestone B
F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: ~ Freesione

B. Appraisal District Account Number:  M-0012170-9900015; M-0012170-
9900010,

Texas Relief for Pollution Conirol Property Applicalion '
TCEG-00811 (Revised January 2008) O 7 - 5 ﬁ % 6 .
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6. CONTACT NAME (must be provided) :
A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individual to Contact: Greg Maxim

C. Mailing Address: 919 Congress Ave.  Suite 1450

D. City, State, ZIP: Austin, TX 78701

E. Telephone number and fax number:  (512) 671-5580 Fax (512) 671-5501
F. E-Mail address (if available): gregory. maxim@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each item is detailed with the proper statute, regulation,
or environmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Background

The Freestone Energy Center ("the Project”) is a nominally 1050 MW merchant
power plant that is situated on a 63-acre site that is a portion of approximately 550
acres owned by Calpine in north central Texas, approximately 80 miles south of

Dallas.

The primary equipment for the facility consists of four combustion turbine
generators (CTGs), four heat recovery steam generators (HRSGs), and two steam
turbine generators (STGs) (a "4~4x2" configuration). The equipment is configured
into two largely independent power blocks, each consisting of 2 CTGs, 2 HRSGs,
and 1 STG (thus, two 2x2~1 configurations).

The CTGs are General Electric model 7FAs. The CTGs are designed to compress
air, mix and ignite the air with pipeline quality natural gas, expand the hot gas
through a power turbine, and exhaust into the HRSGs. The combustion turbines
utilize a proven Dry Low NOx (DLN) combustion system which will meet the
permit requirement of 9 ppmvd @ 15% 02. The CTGs are also equipped with mnlet
fogging, which improves emissions of the turbine by cooling the inlet air.

The combustion turbines have been equipped with several devices and
enhancements that further refine the airflow through the combustion path. By
reducing the airflow through the combustors as load is reduced, the air to fue] ratio
is maintained for proper combustion. These devices and enhancements do not affect
the overal] full Joad output of the combustion turbines. The General Electric 7FAs
installed at Freestone incorporate the {following:

]. The combustion system is a Dry low NOx (DLN-2.6) system designed to fower
the NOx emissions to a level less than 9ppm or lower and also reduce CO to levels
less than 15ppm or Jower, as the primary emissions contro] mechanism. This 1s the
Jatest development in GE low emissions combustion technology. It is a can-annular
design (14 individual combustor baskets and transition pieces), which has s1x

Texas Relief for Pollution Control Property Application
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premixed fuel nozzles per combustor, five on the periphery and one 1in the center.

2. An integral part of the DLN system is the IGV's (Inlet Guide Vanes), which are
covered in the complete DLN cost. The IGV's are used in lower load operations to
restrict the airflow through the turbine, thereby keeping the emissions in compliance
with the DLN software algorithms. At base load, the guide vanes are essentially
open. As load is reduced, the guide vanes close off limiting the amount of air
flowing into the combustion system. The vanes are located at the inlet side of the
combustion turbine compressor and are controlled by an electronic turbine governor

based on turbine load.

The system consists of high efficiency combustion liners with thermal barrier
coatings, re-designed transition pieces to better capture the combustion gases for
more reliable operation and most importantly the 2.6 versions of fuel nozzles for

cleaner burning of the fuel gas.

Each CTG exhausts into its own HRSG, which utilizes the exhaust heat to generate
steam for use in the STG. Each HRSG is an unfired, three pressure, reheat unit. The
steam from the HRSGs drives the STGs. Each of the two General Electric STGs is a
reheat, two case, double flow low pressure, down exhaust design. Each STG
exhausts into a water-cooled condenser which converts the exhaust steam to water
to be pumped back to the HRSGs. The four HRSG's each have an exhaust stack that
is approximately 155 feet in height. These stacks are designed to elevate release
points of pollutants to improve the dispersion characteristic. This allows the exhaust
stream to better mix with the ambient air resulting in lower concentrations of a

variety of pollutants.

The cooling water for the STG condenser and other plant coolers will be supplied by
the two cooling towers located on the site. Each power block will have one tower
associated with it. The cooling towers coo] the cooling water by evaporating a
portion of the water as it passes over the fill in the tower. Mechanical draft fans
draw air over the fill to enhance the cooling effect. The majority of water is recycled
in this manner, with only a small wastewater flow required to keep solids buildup
below acceptable levels. The raw water will be taken from an intake structure that is
built on the Richland Chambers Reservoir and delivered to the Project site by way
ol a pipeline. This supply water is used directly as makeup water to the cooling
towers 1o replace water lost to evaporation or which must be bled off as waste. The
remaining water supply to be used in the HRSGs will be treated using sand filters,
packed bed demineralizers, and finally mixed bed demineralizers for polishing,
Wastewater from the plant is recycled as much as possible in.the cooling tower, with
final wastewater being discharged to the nearby Trinity River by way ofa
wastewater discharge line. The Utility Wastewater discharge stream will be
continuously monitored to record flow, temperature, conductivity, and ph and
dissolved oxygen for the purpose of reporting and complying with discharge
limitations.

Texas Relief for Pollution Controt Property Application
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The storm water collection sewer system collects rainwater runoff from various
portions of the Project and delivers runoff via a drainage system to a collection

basin.

Overview of Combined Cvele Technology

The Facility is a combined-cycle gas turbine power plant consisting of gas
Combustion Turbines ("CTs") equipped with heal recovery steam generators 1o
capture heat from the gas turbine exhaust. Steam produced in the heat recovery
steam generators powers a sieam turbine generator(s) to produce additional electric
power. The use of otherwise wasted heat in the turbine exhaust gas results in higher
plant thermal efficiency compared to other power generation technologies.
Combined-cycle plants currently entering service can convert over 50% of the
chemical energy of natural gas into electricity (HHV basis). Employment of the
Brayton Thermodynamic Cycle (Gas Turbine Cycle) in combination with the
Rankine Thermodynamic Cycle results in the improved efficiency.

The Rankine cycle is a thermodynamic cycle that converts heat from an external
source into work. In a Rankine cycle, external heat from an outside source is
provided to a fluid in a closed-loop system. This fluid, once pressurized, converts
the heat into work output using a turbine. The fluid most often used in a Rankine
cycle is water (steam) due to its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Without pressure reaching super critical the temperature range the
Rankine cycle can operate over is quite small, turbine entry temperatures are
typically 565°C (the creep limit of stainless steel) and condenser temperatures are
around 30°C. Traditional coal fired and natural gas fired Rankine cycle power
generation plants are limited by the inlet pressures and temperatures of the steam
turbine design and the condenser vacuum and temperature. The Rankine cycle can
achieve thermodynamic cycle efficiency (useful work obtained as a percentage of
fuel input) ranging from 33% to 36%. However, if the Rankine cycle is used in
conjunction with or as the “bottoming” cycle to the Brayton cycle the efficiencies
can be improved as discussed below. This low turbine entry temperature (compared
with a gas turbine) is why the Rankine cycle is ofien used as a botloming cycle in
combined cycle gas turbine power stations.

The Brayton cycle is a constant pressure thermodynamic cycle that converts heat
from combustion into work. A Braylon engine, as it applies 1o a gas turbine system,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, cylinder, or turbine. A Braylon
engine forms half of a combined cycle system, which combines with a Rankine
engine to further increase overall efficiency. Cogeneration systems typically make
use of the waste heat from Brayton engines, typically for hot water production or
space heating.

By combining both gas and steam cycles, high input temperatures and Jow output
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temperatures can be achieved. The efficiency of the cycles are additive, because
they are powered by the same fuel source. A combined-cycle plant has a
thermodynamic cycle that operates between the gas turbine's high firing temperature
and the waste heat temperature from the condensers of the steam cycle. This large
range means that the Carnot efficiency of the cycle is high. The actual efficiency,
while lower than this is still higher than that of either plant on its own. The thermal
efficiency of a combined-cycle power plant is the net power output of the plant
divided by the heating value of the fuel. Combined cycle power generation plants
that produce only electricity can achieve thermodynamic efficiencies in the range of
539% to 59%, with the normal range being 53% to 56%. Combined cycle power
generation plants that produce steam or hot water in conjunction with electric power
can improve upon those values by “offsetting” fired boiler operations within
adjacent industrial complexes. These facilities are known as combined cycle

cogeneration units.

A single-train combined-cycle plant consists of one gas turbine generator, a heat
recovery steam generator (HSRG) and a steam turbine generator (“1 x 17
configuration). As an example, an “FA-class” combustion turbine, the most
common technology in use for large combined-cycle plants within the state of Texas
and other locations throughout the United States, represents a plant with
approximately 270 megawatts of capacity. ISO references ambient conditions at
14.7 psia, 59 F, and 60% relative humidity.

See Figure I — Standard Combined-Cycle Configuration, below.

It is common to find combined-cycle plants using two or even three gas turbine
generators and heat recovery steam generators feeding a single, proportionally larger
steam turbine generator, Larger plant sizes result in economies of scale for
construction and operation, and designs using multiple combustion turbines provide
improved pari-load efficiency. A 2x 1 configuration using FA-class technology
will produce about 540 megawatts of capacity at International Organization for
Standardization ("ISO") conditions. ISO references ambient conditions at 14.7 psia,
59 F, and 60% relative humidity.

Because of high thermal efficiency, high reliability, and lower air emissions,
combined-cycle gas turbines have been the new resource of choice for bulk power
generation for well over a decade. Other attractive features include si enificant
operational flexibility, the availability of relatively inexpensive power au gmentation
{or peak period operation and relatively low carbon dioxide production.
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FIGURE 1 - Standard Combined-Cycle Configuration (1)
As an example, consider a gas turbine cycle that has an efficiency of 40%, which is
a representative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cycle efficiency would be 58%, which is a
very large increase over either of the two simple cycles. Some representative
efficiencies and power outputs for different cycles are shown in Figure 2 -
Comparison of Efficiency and Power Output of Various Power Products, below.
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FIGURE 2 - Comparison of efficiency and power output of various
power products [Bartol (1997)] (2)

Current Regulatorv Authority for Qutput-Based Emissions

Innovative power technologies such as combined-cycle technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environment. Currently, two thirds of the fuel burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. power plants are more than 50 years 0ld.(6) In addition, these facilities are
the Jeading contributors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2"), and other contaminants into the air and water.

The ability to recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of combined-cycle technology is achieved
through the use of Output-Based emissions standards, incorporated since September
1998 within the U.S. EPA’s new source performance standards (“NSPS”) for NOx,
from both new utility boilers and new industrial boilers. Pursuant to section 407(c)
of the Clean Air Act in subpart Da (Electric Utility Steam Generating Units) and
subpart Db (Industrial-Commercial-Institutional Steam Generating Units) of 40
CFR part 60, the U.S. EPA revised the NOx emissions limits for steam generating
units for which construction, modification, or reconstruction commenced after July
9,1997 (3). Output-Based regulations are also exemplified by those used 1 the
U.S. EPA’s NOx Cap and Trade Program for the NOx State Implementation Plan

Texas Reliel for Poliution Conirol Property Application
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(“SIP™) Call of 1998, which uses units of measure such as Ib/MWh generated or Ib
concentration ("ppm"), which relate to the emissions to the productive output -
electrical generation of the process.(4)

The use of innovative technologies such as combined-cycle units reduces fossil fuel
use and leads to multi-media reductions in the environmental impacts of the
production, processing transportation, and combustion of fossil fuels. In addition,
reducing fossil fuel combustion is a pollution prevention measure that reduces
emissions of all products of combustion, not just the target pollutant (currently
NOx) of a federal regulatory program.

Authority to Expand Pollution Control Equipment & Categories in Texas

Under Texas House Bill 3732 (“HB3732”) enacted in 2007, Section 11.31 of the
Texas Tax Code is amended to add certain plant equipment and systems to the
current list of air, water, or land pollution control devices exempt from property

taxation in Texas.

Specifically, the language reads as follows:

SECTION 4. Section 11.31, Tax Code, is amended by adding Subsections (k), (1), and (m) to read as
Jollows:

(k) The Texas Commission on Environmental Quality shall adopt rules establishing a nonexclusive list
of facilities, devices, or methods for the control of air, water, or land pollution, which must include:
(1) coal cleaning or refining facilities;

(2) atmospheric or pressurized and bubbling or circulating fluidized bed combustion systems and
gasification flui dized bed combustion combined-cycle sysiems;

(3) ultra-supercritical pulverized coal boilers;

(4) flue gas recirculation components;

(5) syngas purification systems and gas-cleamp units;

(6) enhanced heat recovery systems,

(7) exhaust heat recovery boilers;

(8) heal recovery sieam generaiors;

(9) superheaters and evaporators;

(10) enhanced steam turbine svstems;

(11) methanation;

(12) coal combustion or gasification byproduct and coproduct handling, storage, or treatment
facilities;

(13) biomass cofiring siorage, distribution, and firing systems;

(14) coal cleaning or drving processes, such as coal drving/moisture reduction, air jigging,
precombustion decarbonization, and coal flow balancing technology,

(15) oxv-fuel combustion technology, amine or chilled ammonia scrubbing, fuel or emission
conversion through the use of catalvsts, enhanced scrubbing technology, modified combustion
technology such as chemical looping, and crvogenic technology;

(16) if the Uniled States Environmenial Protection Agency adopis a final rule or regulation regulating
carbon dioxide as a pollutant, property that is used, consirucled, acquired, or installed wholly or
partly 1o capture carbon dioxide from an anthropoegenic souree in this state that is geologically
sequesiered in this siate;

(17) Juel cells generating electricity using hydrogen derived from coal, biomass, petroleum coke, or
solid waste, and

(18) any other equipment designed 1o prevent, capture, abale, or monitor nitrogen oxides, volatile
organic compounds, particulate matier, mercury, carbon monoxide, or any criteria pollutant.

(1) The Texas Commission on Environmental Quality by rule shall update the list udopied wnder
Subsection (k) at leasi once every three vears. An ilem may be removed from the list {f the commission
Jinds compelling evidence to support the conclusion that the item does nof provide pollution controf

benefits.
(m) Nomwithstanding the other provisions of this section. if the facility, device. or method for the
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control of air, waier, or land pollution described in an application for an exemplion wunder this section
is u fucility, device, or method included an the list adopted under Subsection (k), the executive director
of the Texas Commission on Environmental Quality, not later than the 30th day afier the date of
receipi of the information required by Subsections (¢)(2) and (3) and without regard to whether the
information required by Subsection (c)(1) has been submitied, shall determine that the fucility, device,
or method described in the application is used wholly or partly as a facility, device, or methad for the
control of air, water, or land pollution and shall take the actions that are required by Subsection (d) in

the event such a determination is made.

Under the TCEQ’s recently updated “Tax Relief for Pollution Control Property —
Application Instructions and Equipment and Categories List — Effective January
2008”, the Equipment and Categories List - Parl B ("ECL Part B") is a list of the
pollution control property categories adopted and set forth in TTC Sec. 26.045(f).
The taxpayer is to supply a pollution control percentage for the equipment listed in
Part B via calculations demonstrating pollution control, prevention and/or
reductions achieved by the listed equipment or systems.

The following property descriptions outline the environmental purpose, including
the anticipated environmental benefit of pollution control additions considered
under the Application Instructions” ECL Part B that have been constructed and
placed into use at the Facility as of its placed-in-service date, or installed subsequent

to in-service since 1994

Texas Relief for Pollution Controi Property Applicatior
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Property Descriptions

Item #1 Combined-Cycle Gas Turbine Plant Heat Recovery Steam Generator
(“HRSG?”) and Support Systems Tier I'V B-8

40 CFR Part 60 Subparts DA and DB, NOx Limits jor Electric Ulility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Units

for New Source Performance Standards ("NSPS™).

TAC Rule 106.512, Standard Permit for Electric Generating Units (EGU)

NOTE: Permits issued under Texas Clean Air Act’s Health & Safety Code Sections 382.011, applies
to all electric generating units that emil air contaminants, regardless of size, and it is to reflect Best
Available Control Technology ("BACT”) Jor electric generating units on an ouipur basis in pounds
of NOx per megawait hour, adjusted 1o reflect a simple cycle power plant.

The heat recovery steam generator ("HRSG") found in the F acility is a heat
exchanger that recovers heat from a hot gas stream. It produces steam that can be
used in a process or used to drive a steam turbine. A common application for an
HRSG is in a combined-cycle power station, where hot exhaust from a gas turbine is
fed to an HRSG to generate steam which in turn drives a steam turbine. This
combination produces electricity in a more thermally efficient manner than either

the gas turbine or steam turbine alone.

The Facility’s HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section. The reheat and IP sections are separate circuits
inside the HRSG. The IP steam partly feeds the reheat section. Each section has a
steam drum and an evaporator section where water is converted to steam. This
steam then passes through superheaters to raise the temperature and pressure past
the saturation point.

Item #2 Steam Turbine and Support Systems Tier IV B-10

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Units
Jor New Source Performance Standards ("NSPS”).

TAC Rule 106.512, Standard Permit for Electric Generating Units (EGU)

NOTE: Permils issued under Texas Clean Air Act's Health & Safety Code Sections 382.011, applies
to all electric generating units that emif air contaminants, regardless of size, and it is (o reflect Best
Availabie Control Technology ("BACT”) for electric generating units on an output basis in pounds
0f NOx per megawati hour, adjusted (o reflect a simple cvele power plant.

The steam turbine(s) found in the Facility operate on the Rankine cycle in
combination with the Brayton cycle, as described above. Steam created in the
Facility HRSG(s) from waste heal that would bave otherwise been Jost Lo the
atmosphere enters the steam turbine via a throttle valve, where it powers the turbine

Texas Reliel for Poliution Contro! Properiy Application
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and connected generator to make electricity. Use of HRSG/Steam Turbine System
combination provides the Facility with an overall efficiency of greater than 50%.
Steam turbine systems similar to the Facility’s have a history of achieving up to
95% availability on an annual basis and can operaie for more than a year between
shutdown for maintenance and mspections. (5)

Pollution Control Percentage Calculation: Avoided Emissions Approach

To calculate the percentage of the equipment or category deemed to be pollution
control equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between a conventional power generation
system and the combined-cycle system al the Facility. Specifically, the percentage
is determined by calculating the displacement of emissions associated with the
Facility’s thermal output and subtracting these emissions from a baseline emission
rate. These displaced emissions are emissions that would have been generated by

the same thermal output from a conventional system.

Greater energy efficiency reduces all air contaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes include combined-
cycle operation and combined heat and power ("CHP") generation. For electric
generation the energy efficiency of the process expressed in terms of millions of
British thermal units ("MMBTU's") per Megawatt-hour. Lower fuel consumption
associated with increased fuel conversion efficiency reduces emissions across the

~ board — that is NOx, SOx, particulate matter, hazardous air poliutants, and
greenhouse gas emissions such as CO2.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facilities and “Greenfield” power and heat generation
Facilities. We looked at the various fossi] fuel technologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchmarked
this conventional generation to the subject natural gas-fired combined cycle
generator af the Facility. By doing so, we narrowed the heat rate factors as much as
possible to be conservative and uniform i modeling. The benchmark heat rate

factor is the following:
Natural Gas fuel-fired Steamn Generator: ]0‘,490 BTU’s/kWh

This baseline heat rate purposely omits other fossil fuel sources in order to eliminate
impurity type characleristics, which i turn eliminated the NOx emission and cost of
control differences of each fossil Tuel and generator type. Comparing the emissions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful energy output. For the purpose of our calculations, we
converted all the energy output to units of MWh (1 MWh = 3413 MMBTU), and
compared the tota] emission rate to the baseline facility.

The comparison steps to calculate the NOx reduction is as follows:

Texas Relief for Pollution Contro! Property Application
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Calculation (Reference Schedule A)

Step 1 — Subject Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs N O}L/MMBTU)) X (Heat Rate (Btu/kWh)) /(1,000,000 Btu / 1,000 kWh) =
Output: (1bs NOx/MWh),

Sfep 2 — Subject Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MWh) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hrs/day)) / 2,000 Tbs = Output: (NOx Tons/Year)

Step 3 — Baseline Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MWh)) X (Heat Rate (Btu/kWh)) / (1,000,000 Btu / 1,000 kWh) =
Output: (1bs NOx/MWh)

Step 4 — Baseline Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMBtu) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X
(24 hrs/day)) / 2,000 Ibs = Output: (NOx Tons/Year)

Step 5 — Percent NOx Reduction Calculation

((Output Baseline)ye, 4 - (Output Subject))siep2 / (Output Subject) siep2 = % Reduction Output Subject

Step 6 — Percent Exempt Calculation

(Total Subject Facility Cost) X (% NOx Reduction) = Capital Cost of NOx Avoidance

Step 7 — Percent Exempt Calculation

Total Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
B If % Exempt is greater than 100% HB 3732 Equipment 1s 100% Exempt
If % Exempt is less than 100% then HB 3732 Equipment is partially exempt at
the Step 6 calculation.

NOTE: See the attached calculation sheet for the details regarding Facility-specific calculations and
' & g ¥Y-5)
property lax exemption percentage results based upon these calculations.

Texas Relief for Pollution Control Property Application

2008

- -—- ~TGEE=00611-(Revised-danuary 2008}

Freestone Energy Cenler - 13.6 mi north on Fivi 488 from Fairfield. Fairfield, Texas 75840 Page 12 of 14
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9. PARTIAL PERCENTAGE CALCULATION
N/A.

10. PROPERTY CATEGORIES AND COSTS
See attached Schedule 10.

11. EMISSION REDUCTION INCENTIVE GRANT

Will an application for an Emission Reduction Incentive Grant be on file for this
property/project:
[] Yes [X] No

12. APPLICATION DEFICIENCIES

Afier an initial review of the application, the TCEQ may determine that the
information provided with the application is not sufficient to make a use
determination. The TCEQ may send a notice of deficiency, requesting additional
information that must be provided within 30 days of written notice.

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, you certify that this information is true to the best of

your knowledge and beligf.
: — N S,
v G {v S DATE: 25 moguid 7537
‘/5' | \ s
TITLE: irector ¥

COMPANY:  Duff & Phelps LLC

Under Texas Penal Code, Section 37.10, if you make a false statement on this
application, you could receive a jail term of up 1o one year and a fine up to $2,000, or
a prison term of two to 10 years and a fine of up to $5,000.

14. DELINQUENT FEE/PENALTY PROTOCOL

This form will not be processed until all delinquent fees and/or penalties owed to the
TCEQ or the Office of the Attorney General on behalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penalty Protocol. (Effective 9/1/2006)

Texas Relie! for Pollulion Control Property Application
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Sitodile A <2008 Thermal Efficicncy

Subject Detals:
Average Heut Rate o 2,050 (Buw/kWhy

NOx Enussions 7' 403 “tons; year
o 103, MW
! 47.05%,

Combmed Cycle

Plant Capucay
Capacity Fuctor “
Technology

Towl Subyect Fucihny Cost 1% S 492,000,000
Tatul Cost of Trer IV Eqinpment n S 62,267,059

Buseling Details:

Averuge Heatl 10,490 Bu/kWh
Technology " Stesm Turbine

Unit Conversions

Inpul-ased Limit Heat Rate Output-brsed Limil
o A e / (1,600,000 B/ = NP

(lbs NOX/NMMBtu) (Biu/kWh) 1000 IWh) (Ihs NOS/NWh)
0.0292 2,050 1,000 0.206!

Unit Conversions

Output NOx

Outpui-bused Limit (lhs : fee B
N A Cupucity (MW) A Cupacity Factor  x (365 days * 24 Hours = N ,

NOX/MWh) 12,000 Ihs) (Tons/Y unr)
0.206} 1038 47.05% 4 402.7

Input-besed Limi( \ Henl Rate / l:;":m%o(;l[;:‘::r;x _ Output-based Limif
s NOX - W) N " - X Y
(Ibs NOX/MNMBtu) (Btu/kWh) 1000 KWh) (lbs NOX/MWh)
0.0292 10,490 1,000 0.3003

Baseline Output Coriversion Calculntion (NOx Tons /- Yenr) -

Unit Conversions
Qutput NO»

Ou""‘;\:é’r/;_‘;\’;::‘)"‘ (Ibs X Capacity (M) X Capacity Facter  x (365 dnys * 24 Hours = Tonsfy'
72,000 lbs) (TonsfYear)
0.3063 1038 47.05% q 598.4

( Output Bascline - Oufput Subject ) ! Outpul Subject = % NO»x Reduction
598.4 4027 402.7 48.6%

Total Subject Unit Cest N % NOx Reduetion = Capital (j”"' of
NOX Avoidunce

492,000,000 48.0% 5239,112,000

Pereent Exempt Colculation

Totnl Cost ol HB

Tutnl Cost of NOx Avoidnner / - = % Exempi
2732 Equipment !
§239,112.000 502,267,059 INA.0%
[ cConelude ] 110 ]

(11~ Heat rate represents plant actual hieat rate (HH V) and was provided by the chent

(25 - RO comssions is the actual NOx poliutant produce in pprand was provide by the chem

(34 - P capacity 15 the average nominal capscity and was pravided by the chent

(4) - Capac sctor represent an average annuai capacily factor and was provided by the chent
“Averige’ was determmed by i weighted average based on e net actual peneration of 1}

(5) - Technology represents the aciual Lechnology of the subject

{61 - Towml subject facibly cost represents the total cost to build the entrie facility and 1t was determined bised on data provide by the client

(71 - Towl Tier IV cqmpment was derermined by aliocating the chyible TCEQ ECL part B equpment and their associaled cost from actual
daty provide hy the chient

(% - Baseline heat rate was pubhshed by the Energy Information Adnumisiration (“EIA™)

{9+ Baschine wechnology represents the technology thit the subject would have replaced at the e of the subjects construction




Greg Maxim

[DUFF (_%JPH ELPS Director
Phone:(512) 671-5580

gregory.maxim@dufjandphelps.com

March 25, 2008

TCEQ - Cashiers Office MC-214
Building A

12100 Park 35 Circle

Austin, Texas 78753

Subject:  Application for Use Determination for Pollution Control Property
Freestone Energy Center - 13.6 mi north on FM 488 from Fairfield. Fairfield, Texas

Enclosed please find one application (the **Application”) for property tax exemptions for certain \
qualifying pollution control property at the Freestone Energy Center Project (the “Facility”) in |
Freestone County, Texas.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality (“TCEQ”) Application for Use
Determination for Pollution Control Property. The enclosed application is a Tier IV

Application.

Submission of this Application is required as a process step in the TCEQ’s pollution control
certification process for tax exemption of certain assets used in pollution control capacities
within the Facility. As outlined by the application instructions, the fee for this Tier IV
Application is $500. Enclosed please find a check for $500 for the Application processing. |

The Application can be summarized as follows:

Property Description Estimated Cost

Tier IV See Attached Schedule $62,267,059 |

Please send one copy of the completed property tax exemption Use Determination to the
following address:

Duff and Phelps LLC
c/o Greg Maxim
919 Congress Ave.
Suite 1450

Austin, TX 78701




If you have any questions regarding the Application or the information supplied with these
Application, please contact Greg Maxim of Duff & Phelps, LLC at (512) 671-5580 or e-mail at
gregory maxim@duffandphelps.com.

Very truly yours,
DUFF & PHELPS LLC
Signat 7 Il
1gnature: %ﬂ \ex T -
Name: Greg I\“/faxim

Title: Director

Enclosures




Buddy Garcia. Chairman

Larny R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execurive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
March 28, 2008

CHIEF APPRAISER
FREESTONE COUNTY APPRAISAL DISTRICT

218 N MOUNT
FAIRFIELD TX 75840

This letier is to inform you that a Use Determination Application has been filed by:
FREESTONE POWER GENERATION LP

for:

FREESTONE POWER GENERATION LP

1366 FM 488
FAIRFIELD TX 75840-

Appraisal District Account Number: M-00121 70-9900015

This facility is located in FREESTONE County.

A complete copy of the application is included with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11966. Please contact the Tax
Reliel for Pollution Control Property Program at (512) 239-3100 1f you have any questions.

Sincerely,

,~"'-/«.‘i C o g
L
!I/L/"] ;,//;T/:"',_,(‘EH,‘__,,',,
Ron Hatlett
Tax Relief for Pollution Control Property Program




Buddy Garcia. Chairman

larry R, Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proteciing Texas by Reducing and Preventing Pollution

April 8, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

This letter is to inform you that on 4/8/2008, Use Determination Application, 07-11966 (self
assigned tracking number DPFREESTONE B), was declared to be administratively complete.
This application was filed for the following facility:

FREESTONE POWER GENERATION LP

1366 FM 488
FAIRFIELD TX 75840

The next step in the Use Determination Application process is the technical review of the
application. If this is a Tier I, I, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. 1f additional
technical information is required a notice of deficiency letter (NOD) will be 1ssued. The time
period between the issuance of the NOD and the receipt of the response is not counted in
determinating the length of the technical review .The TCEQ will notify you afier the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Delermination Application to the FREESTONE County Appraisal District.
Please contact the Tax Relief for Pollution Conirol Property Program at (512) 239-3100 if you

have any questions.

Sincerely,
A
Ron Hatlett
Tax Relief for Pollution Control Property Program




Buddy Garcia, Chairman
Larry R. Soward, Commissioner

Bryvan W. Shaw. Pli.D.. Commissioner
Glenn Shankle, Execwive Direclor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
May 1, 2008

CHIEF APPRAISER

FREESTONE COUNTY APPRAISAL DISTRICT
218 N MOUNT

FAIRFIELD, TX 75840

This letier is 1o inform vou that on 5/1/2008. a final determination was issued with regard 1o Use

Determination application 07-11966, filed by:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 MI N ONFM 488

FAIRFIELD, TX 75840

A copy of the use determination is included with this Jetter. House Bill 3121, enacted during the
77th Legislature Session, established a process for appealing a use determination. The Texas
.Commissjcm on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 days of receipt of the
use determination. Should vou choose 1o appeal the use determination, please submit a copy of
your appeal 1o the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission.

In order o qualifi for a tax exemption. the applicant must file an exemplion request with vour
appraisal district. This exemplion request must be accompanied by a copy of the positive use
determination issued by the TCEQ. 11 vou have any questions regarding this Use Determination

or the appeals process. please call me at 512/239-31 00.

Sincerely:.
N )
2 /
David Greer
Team Leader, Pollution Prevention




Buddy Garcia. Chairman
Larry R, Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner

Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Projecting Texas by Reducing and Preventing Polhution

May 1. 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN, TX 7670]

This letter is to inform you that on 5/1/2008. the technical review of Use Determination
Application 07-11966 was completed. This application is for:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 MI N ON FM 488

FAIRFIELD, TX 75840

The use determination is included with this letter. In order 1o request an exemption, a copy of this Use
Determination. along with a completed exemption request form #50-248 (can be f ound at
wwew.cpa.state, bx.us), must be provided to the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30,

House Bill 3121, enacted during the 77th Legislative Session, established a process for appealing a use
determination. The Texas Comimission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant 1o ]7.25(a)(1). an appeal musl be filed within 20 days of
receipt of the use determination. Should vou choose (o appeal the use determination. please submit a
copy of vour appeal to the TCEQ Tax Relief Tor Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the coOmmIssion.

If you have any questions or require any additional information. please contact the Tax Rehef for
Pollution Control Property Program at (512)239-3100.

Sincerely,

\ I

D L e——

David Greer
Team Leader. Pollution Prevention




Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryan W. Shaw. Ph.D., Commissioner
Glenn Shankle, Execurive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Q uality has reviewed Use Determination Application,

07-11966, filed by:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 M1 N ON FM 488

FAIRFIELD TX 75840

The pollution control property/project listed in the Use Determination Application 1s:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two
steam turbines. This application is a Tier IV application seeking a partial use
determination for the HRSGs and the enhanced steam turbines.

The outcome of the review is:

A 100% positive use determination for the four Heat Recovery Steam Generators. This
equipment is considered to be pollution control equipment and was installed to meet or
exceed federal or state regulations.

A negative determination is issued for the two steam tur bines. The use of the steam
turbines does not provide an environmental benefit at the site, The steam turbines are not

considered o be pollution control equipment.

//ﬁ:/ Lozac B
Datd

Executive Director




TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App.No.:  07-11966 Review Start Date: 4/8/2008

Company Name: FREESTONE POWER GENERATION LP
Facility Name: FREESTONE POWER GENERATION LP
County: FREESTONE Outstanding Fees: N
Batch/Voucher Number:B500156

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2008

TIER LEVEL
What Tier is this application? The application was filed as a Tier I'V application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier IV.
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION.
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two steamn
turbines. This application is a Tier JV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided, and the purpose of the property was listed.

The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(=))
Mark the appropriate boxes: Box 3 Box 5 Box 6(IV) Y Box 10(1II) Box 12(I) Box 13( 1I)

PART B DECISION FLOWCHART (17.15(b))
Mark the appropriate boxes: Box 1Y Box2 Y Box 3 Y

Describe how the property flowed through the Decision Flowchart:

Since the property is listed on Part B of the Equipment & Categories List this property leaves the
Decision Flow-Chart al.Box-6.- It passes through Box 1ol the Part B Decision Flow Chart with a

ves answer. The use of this property at a combined cycle plant. as opposed to having a simple




cycle plant, provides an environmental benefit of reduced NOx emissions at the site. So there is a
Ves answer for Box 2, Since there is a reduction in NOx emissions there is an environmental rule
which is being met so there is a ves answer to Box 3. The steam turbine passes through Box 1 on
the Part B Decision Flow Chart with a ves answer. Since the use of the stearn turbine does not

provide an environmental benefit at the site a no answer is the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER II or IV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is outcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 1s all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time afier January 1, 1994, All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the fina] determination section. If the application

was not technically complete then: |
Provide the language to be used in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letter:

Summarize the second NOD response:

Provide the language used in the thied NOD Jetter:

Summarize the third NOD response:

FINAL DETERMINATION

1f the property description has been summarized enter the detailed property description:

This facility has four thermally efficient heat recovery sieam generators (HRSGs) and two steam



turbines. This application is a Tier IV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Provide the reason for your final determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery

Steam Generators. The most appropriate formula has been determined by the Executive Director.

A negative determination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an environmental benefit at the site.

Provide the language for the final determination.

A positive use determination of 100% for the four Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmental benefit at the site. The steam turbine is not considered to be pollution control

equipment.

Highlight the required signatures and establish the .appropriate due dates.

Reviewed: % , /{,{’\9_};:;— ' Date Signed: }% /@f‘

Y SO Date Signed: s (-l
yate Signed: ;/( (&f

ate Signed: Y 1 2000

Peer Reviewed: ,33 u/wk

Team Leader: b J (/\

Section Manager: % /J
Division Dnecto%‘/t g O\ﬂﬁﬂ“

Date Signed:  MAY 1 2008
o M




Executive Director’s Exhibit 3

Borger: Application and Use Determination Documents
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TEXAS
OMMISSION

(‘N
ON ENVIRONMENTAL
QUALITY
TExAS COMMISSION ON ENVIRONMENTAL QUALITY : " 7
U f :
APPLICATION FOR USED ETERMINATION T .7*‘-;*' ”LY 33 G‘AH 8 43
FOR POLLUTION CONTROL PROPERTY VEV) i i i L ev e -
CHIEF CLERKS OFFICE

The TCEQ has the responsibility to determine whether a property is a polition control property. A person seeking a use delemmination for
polliion control property must complete the attached application or use a copy or similar reproduction. For assistance in completing this form
refer to the TCEQ guidelines document, Pioperty Teor Exemptions for Pollution Conirol Property, as well as 30 T AC §17, rules goveming thi
program. For additional assistance please contact the Tax Reliel for Polluion Control Property Program  at (512) 239-3100. The applicalion
should be completed and mailed, along with a complete copy and appropriate fee, to: TCEQ MC-214, Cashiers Office, P.O. Box 13088, Ausin,

Texas 7871 1-3088.
1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
[ Corporation . Sole Proprietor
() Partnership L Utility
W Limited Partnership L Other
B. Size of company: Number of Employees

M 1to 99 1,000 to 1,999
0100 t0 499 2,000 to 4,999
(71500 to 999 5,000 or more
C. Business Description: Combination Electric and Other Utility (4931)
2. TYPE OF APPLICATION |
[ Tier I $150 Application Fee C! Tier IIT $2,500 Application Fee

[ Tier IT $1,000 Application Fee ~ ® Tier IV $500 Application Fee

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the applicaton 1o cover the required fee.

3. NAME OF APPLICANT
A. Company Name: Borger Energy Associates, LP

C. City, State, ZIP: _North Richland Hills, Texas 76180 .
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION

A. Name of faci'lity: Blackhawk Station

B. Type of Mfg Process or Service:  Combination Electric and Other Utility (4931) |

C. Street Address: 119 N. Spur Co-Gen Place

D. City, State, ZIP: Borger, TX 79008 =

E, Tracking Number Assigned by Applicant: DPBlackhawk B

F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

A. Name of Appraisal District: ~ Hutchinson

B. Appraisal District Account Number: 990 (1000, 1010, ] 100, 1120, 1140, 1160,
1180, 1200, 1220, 1240)
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6. CONTACT NAME (must be provided)

A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individual to Contact: Dennis Deegear

C. Mailing Address: 919 Congress Ave.  Suite 1450

D. City, State, ZIP: Austin, TX 78701

E. Telephone number and fax number:  (512) 671-5523 Fax (512) 671-5501
F. E-Mail address (if available): dennis.deegear@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each item is detailed with the proper statute, regulation,
or environmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Backeround

Blackhawk Station is a 225 MW cogeneration facility located in Borger, Texas
owned by Borger Energy Associates LP. Blackhawk Station's.design incorporates
two Siemens 501D5A gas turbines, and two Deltak HRSGs. The exhaust from the
combustion turbines is directed to the HRSGs where the thermal energy in the
exhaust gases is recovered to generate steam. The high pressure steam produced 1n
the HRSGs is exported to the adjoining Wood River Borger Refinery. Natural Gas
serves as the fuel for each gas turbine.

Overview of Cogeneration Technology

The Facility is a cogeneration plant that consists of two gas-fired Combustion
Turbines ("CTs") equipped with heat recovery steam generators (HRSG’s) 1o
capture heat from the turbine exhaust. Steam produced in the HRSG’s provides
steam for production purposes to the Facility’s steam host, Wood River Borger
Refinery LLC. Use of the otherwise wasted heat in the turbine exhaust gas results in
higher plant thermal efficiency compared to other power generation technologies.

Combined heat and power (CHP) plants are oflen equipped with a steam turbine and
have the added flexibility over a cogeneration plant to generate additional electricity
if needed or sell its steam directly to an industrial facility commonly referred to as a
“steam host”, Additional efficiency is gained in CHP and cogeneration applications
by using steam from the steam generator to serve direct thermal loads. Though
increasing overall thermal efficiency, the choice of using steam for these
applications instead of powering a steam-driven turbine reduces the electrical output
of the plant.

The following overview describes technology that is common to both cogeneration
and CHP electric power generation facilities. The significant difference between the
two types of facilities is the use of the thermal energy generated by the combustion
turbines. Because Blackhawk does not have a steam turbine and uses its thermal
energy to supply steam to the Wood River Borger Refinery any portion of the

© TCEQ:00811 (Revised January 2008)~ -
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overview relating to steam turbine power generation does not apply to this facility.

The Brayton cycle is a constant pressure thermodynamic cycle that converts heat
from combustion into work. A Brayton-engine, as it applies to a gas turbine system,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, cylinder, or turbine.

Cogeneration systems typically make use of the waste heat from Brayton engines for
steam production.

The Rankine cycle is a thermodynamic cycle that converts heat from an external
source into work. In a Rankine cycle, external heat from an outside source is
provided to a fluid in a closed-loop system. This fluid, once pressurized, converts
the heat into work output using a turbine. The fluid most often used in a Rankine
cycle is water (steam) due to its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Steam generated in a cogeneration plant is typically sold to and

directly used by a steam host.

By combining both gas and steam cycles, high input temperatures and low output
temperatures can be achieved. A cogeneration plant has a thermodynamic cycle that
operates between the gas turbine's high firing temperature and the waste heat
temperature from its exhaust. This large range means that the Carnot efficiency of
the cycle is high. The actual efficiency, while lower than this is still higher than that
of either plant on its own. The thermal efficiency of a cogeneration plant can be
measured as the net electric and steam power output of the plant divided by the

heating value of the fuel.

Steam
‘ P To Process

Water Heat Recovery |
Boiler

t

" Hot Exhaust Gases

Fuel Combustion
—Pp Turbine

FIGURE 1 - Cogeneration Plant Configuration (1)
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A single-train cogeneration plant consists of one CT, a generator, and a HSRG (See
Figure 1 — Cogeneration Plant Configuration, below). Because of high thermal
efficiency, high reliability, and low air emissions, cogeneration CT’s and HRSG’s
have been the new resource of choice for bulk power generation and industrial
steam production for well over a decade. Other attractive features include significant
operational flexibility, the availability of relatively inexpensive power augmentation
for peak period operation and relatively low carbon dioxide production.

Current Repulatory Authority for Qutput-Based Emissions

Innovative power technologies such as cogeneration technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environment. Currently, two thirds of the fuel burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. power plants are more than 50 years old. In addition, these facilities are the
leading contributors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2"M), and other contaminants into the air and water.

The ability to recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of cogeneration technology is achieved through
the use of Output-Based emissions standards, incorporated since September 1998
within the U.S. EPA’s new source performance standards (“NSPS”) for NOx, from
both new utility boilers and new industrial boilers. Pursuant to section 407(c) of the
Clean Air Act in subpart Da (Electric Utility Steam Generating Units) and subpart
Db (Industrial-Commercial-Institutional Steam Generating Units) of 40 CFR part
60, the U.S. EPA revised the NOx emissions limits for steam generating units for
which construction, modification, or reconstruction commenced after July 9, 1997
(3). Output-Based regulations are also exemplified by those used in the U.S. EPA’s
NOx Cap and Trade Program for the NOx State Implementation Plan (“SIP”) Call
of 1998, which uses units of measure such as Ib/MWh generated or Ib concentration
("ppm"), which relate to the emissions to the productive output — electrical

generation of the process.(4)

The use of innovative technologies such as cogeneration units reduces fossil fuel use
and leads to multi-media reductions in the environmental impacts of the production,
processing transportation, and combustion of fossil fuels. In addition, reducing
fossil fuel combustion is a pollution prevention measure that reduces emissions of
all products of combustion, not just the target pollutant (currently NOx) of a federal
regulatory program.

Authority to Expand‘}’ollution Contro)] Equipment & Categories in Texas

Under Texas House Bill 3732 (“HB3732”) enacted in 2007, Section 11.31 of the
Texas Tax Code is amended to add certain plant equipment and systems to the
current list of air, water, or land pollution control devices exempt from property
taxation in Texas.

Texas Relief for Pollution Conirol Properly Application
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Specifically, the language reads as follows:

SECTION 4. Section 11,31, Tax Code, is amended by adding Subsections (k), (1), and (m) to read as
Jollows:

(k) The Texas Commission on Environmental Quality shall adopt rules esiablishing a nonexclusive fist
of facilities, devices, or methods for the control of air, walez or land pollution, vwhich must include:
(1) coal cleaning or refining fucilities,

(2) atmospheric or pressurized and bubbling or circulating fluidized bed combustion systems and .
gasification fluidized bed combustion combined-cycle systems,;

(3) ultra-supercritical pulverized coal boilers;

(4) flue gas recirculation components;

(5) syngas purification systems and gas-cleanup units;

(6) enhanced heat recovery svsiems;

(7) exhaust heat recovery boilers,

(8) heat recovery sieam generators;

(9) superheaters and evaporaiors;

(10) enhanced steam turbine systems,

(11) methanation;

(12) coal combustion or gasification byproduct and coproduct handling, storage, or treatment
facilities;

(13) biomass cafiring storage, distribution, cmd]"/ ing sysiems;

(14) coal cleaning or drying processes, such as coal drying/moisture reduction, air jigging,
precombustion decarbonization, and coal flow balancing technology;

(15) oxy-fuel combustion technology, amine or chilled ammonia scrubbing, fuel or emission
canversion through the use of catalvsts, enhanced scrubbing technology, modified combustion
technology such as chemical looping, and cryogenic technology,

(16) if the United States Environmental Protection Agency adopis a final rule or regulation regulating
carbon dioxide as a pollutant, property that is used, constructed, acquired, or installed wholly or
parily 1o capture carbon dioxide from an anthropogenic source in this state that is geologically
sequestered in this siale;

(17) fuel cells generating electricity using hvdrogen derived from coal, biomass, /Je(/o/eum coke, or
solid waste; and

(18) any other equipment designed to prevent, capture, abate, or monilor nitrogen oxides, volatile
organic compounds, particulate matter, mercury, carbon monoxide, or any criteria pollutant.

(1) The Texas Commission on Environmenial Quality by rule shall update the list adopted under
Subsection (k) at least once every three years. An item may be removed from the list if the commission
finds compelling evidence to support the conclusion that the item does not provide pollution control
benefits. ‘

(m} Notwithstanding the other provisions of this section, if the facility, device, or method for the
control of air, water, or land pollution described in an application for an exemption under this section
is a facility, device, or method included on the list adopted under Subsection (k), the executive director
of the Texas Commission on Environmental Quality, not later than the 30th day after the date of
receipt of the information required by Subsections (c)(2) and (3) and without regard to whether the
information required by Subsection (c)(1) has been submitied, shall determine that the facility, device,
or method described in the application is used wholly or parth as a facility, device, or method for the
control of air, water, or land pollution and shall take the actions that are required by Subsection (d) in
the even! such a determination is made.

Under the TCEQ’s recently updated “Tax Relief for Pollution Control Property ~
Application Instructions and Equipment and Categories List — Effective January
20087, the Equipment and Categories List - Part B ("ECL Part B") is a list of the
pollution control property categories adopted and set forth in TTC Sec. 26.045(f).
The taxpayer is 1o supply a pollution control percentage for the equipment listed in
Part B via calculations demonstrating pollution control, prevention and/or
reductions achieved by the listed equipment or sysiems.

The following property descriptions outline the environmental purpose, including
= E o
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the anticipated environmental benefit of pollution control additions considered

under the Application Instructions” ECL Part B that have been constructed and

placed into use at the Facility as of its placed-in-ser vice date, or installed subsequent
 to in-service since 1994:

Texas Relief for Poliution Control Property Application
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Property Descriptions

Item #1 Cogeneration Gas Turbine Plant Heat Recovery Steam Generator
(“HRSG?”) and Support Systems Tier IV B-8

40 CFR Part 60 Subparts DA and DB, NOx Limils for Electric Utility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Unils
for New Source Performance Standards ("NSPS”).

TAC Rule 106.512, Standard Permit for Electric Generating Units (EGU)

NOTE: Permits issued under Texas Clean Air Act’s Health & Safety Code Sections 382.011, applies
10 all electric generating units thal emil air contaminants, regardless of size, and it is 1o reflect Best
Available Control Technology (“BACT”) for electric generating units on an oulpput basis in pounds
of NOx per megawat! hour, adjusied 1o reflect a simple cycle power plant.

The heat recovery steam generator ("HRSG") found in the Facility 1s a heat
exchanger that recovers heat from a hot gas stream. A common application for an
HRSG is in a cogeneration power station, where hot exhaust from a gas turbine 1s
fed to an HRSG to generate steam which can either be used to drive a steam turbine
or be sold directly to a steam host. This combination produces electricity in a more
thermally efficient manner than either the gas turbine or steam turbine alone.

The HRSG is also an important component in cogeneration plants. Cogeneration
plants typically have a higher overall efficiency in comparison to 2 combined cycle

plant.

The Facility’s HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section. The reheat and IP sections are separate circuits
inside the HRSG. The IP steam partly feeds the reheat section. Each section has a
steam drum and an evaporator section where water is converted to steam. This
steam then passes through superheaters to raise the temperature and pressure past
the saturation point.

Pollution Control Percentage Calculation: Avoided Emissions Approach

To calculate the percentage of the equipment or category deemed to be pollution
contro] equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between conventional electric power and steam
generation equipment and the cogeneration system at the Facility. Specifically, the
percentage is determined by calculating the displacement of emissions associated
with the Facility’s thermal output and subtracting these emissions from a baseline
emission rate. These displaced emissions are emissions that would have been
generated by the same thermal output from conventional equipment.

Grealer energy efficiency reduces all air contaminant emissions, including the

Texas Relief for Pollution Conlroi Property Applicalion
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greenhouse gas, carbon dioxide. Higher efficiency processes include cogeneration,
combined-cycle, and CHP generation. For electric generation the energy efficiency
of the process expressed in terms of British thermal units ("BTU's") per Kilowatt-
hour ("kWh'"). Lower fuel consumption associated with increased fuel conversion
cfficiency reduces emissions across the board — that is NOx, SOx, particulate matter,
hazardous air pollutants, and greenhouse gas emissions such as CO2.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facilities and “Greenfield” steam generation facilities. We
looked at the various fossil fuel technologies in use today and chose the baseline
electric power generation facility to be a natural gas-fired turbie driven generator
without waste heat recovery. The construction of the Blackhawk station and its
ability 1o produce steam replaced some of the steam production generated by the
boiler steam plant located at the Wood River Borger Refinery, With this in mind
the baseline steam generation facility selected is a gas-fired industrial steam boiler
operated without the thermal benefit of waste heat recovery similar to the equipment
operated by the refinery. We benchmarked this conventional generation to the
subject natural gas-fired cogeneration equipment at the Facility. By doing so, we
narrowed the heat rate factors as much as possible to be conservative and uniform in
modeling. The benchmark heat rate factor is the following: '

Natural Gas-Fired Turbine and Industrial Steam Boiler: 8,864 BTU’s/kWh

This baseline heat rate purposely omits other fossil fuel sources in order to eliminate
impurity type characteristics, which in turn eliminated the NOx emission and cost of
control differences of each fossil fuel and generator type. Comparing the emissions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful energy output. For the purpose of our calculations, we
converted the energy output of the steam to units of kWh, and compared the total

emission rate to the baseline facility.

The comparison steps to calculate the NOx reduction is as follows:

Texas Relief for Poliution Control Property Application
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Calculation (Reference Schedule A)

Step 1 — Subject Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MMBTU)) X (Heat Rate (Btu/kWh)) / (1,000,000 Btu/ 1,000 kWh) =
Output: (Ibs NOx/MWh), '

Step 2 — Subject Output Conversion Calculation (NOx Tons/ Year)

(Output (Ibs NOx/MWh) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hrs/day)) / 2,000 Ibs = Output: (NOx Tons/Y car)

Step 3 — Baseline Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MWh)) X (Heat Rate (Btu/kWh)) / (1,000,000 Btu / 1,000 kWh) =
Output: (Ibs NOx/MWh)

Step 4 — Baseline Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMBtu) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X
(24 hrs/day)) / 2,000 Ibs = Output: (NOx Tons/Year)

Step 5 — Percent NOx Reduction Calculation

((Output Baseling)gep 4 - (Output Subject))siep 2 / (Output Subject) siep 2 = % Reduction Output Subject

Step 6 — Percent Exémpt Calculation

(Total Subject Facility Cost) X (% NOx Reduction) = Capital Cost of NOx Avoidance

Step 7 — Percent Exempt Calculation

Total Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
® 1{% Exempl is greater than 100% HB 3732 Equipment is 100% Exempt

B If % Exempt is less than 100% then HB 3732 Equipment is partially exempt at
the Step 6 calculation.

NOTE: See the attached calculation sheet for the details regarding Facility-specific calculations and
property tax exemption percentage results based upon these calculations.

Texas Relief for Pollution Control Property Application
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9, PARTIAL PERCENTAGE CALCULATION

N/A.
10. PROPERTY CATEGORIES AND COSTS
See attached Schedule 10.
11. EMISSION REDUCTION INCENTIVE GRANT

Will an application for an Emission Reduction Incentive Grant be on file for this
property/project:

[]Yes [X] No
12. APPLICATION DEFICIENCIES

After an initial review of the application, the TCEQ may determine that the
information provided with the application is not sufficient to make a use
determination. The TCEQ may send a notice of deficiency, requesting additional
information that must be provided within 30 days of written notice.

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, you certify that this information is true to the best of your

knowledge and behef . ,
NAME: i e\ L4921 DATE: / 27 / 0%
<

TITLE: Vice President
COMPANY:  Duff & Phelps LLC

Under Texas Penal Code, Section 37.10, if you make a false stalement on this
application, you could receive a jail term of up to one year and a fine up to $2,000, or
a prison tetm of two to 10 years and a fine of up to $5,000.

14. DELINQUENT FEE/PENALTY PROTOCOL
This form will not be processed unti] all delinquent fees and/or penalties owed to the
TCEQ or the Office of the Attorney General on behalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penalty Protocol. (Effective 9/1/2006)

Texas Relief for Pollution Control Property Application
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Borger Encrzy Associnfes LP

Scheiule Al 2008 Thérmal Efficiency Caleulation - "~ :

Subjeet Detulls:

Average Heat Rae ™ 7,78) (BawkWhy

NO» Emissions % 15 ppm
Pium Capacity 225 MW
Capacily Factor™” 78.50%
'I'uchnolug)'”‘ Cogencration
Towl Subject Facility Cost'® $126,687,174

i 513,900,514

Tota! Cost of Tier 1V Equipmenl

Laseline Detnils:

Average Teat Rue ™ §,564 Bk Wh
" . Indusirial Sicam Boile

"Technology’

t Conversions
Unit Canversiuns Qutput-bused Limit

Input-hased Limil Heat Rate
g ¥ " / (1,000,600 Ba: / = s
(Ihs NOX/NMMBtu) (Btu/lWh) 1000 JWh) (Ihs NOX/NWh)
0.0551 7181 1,000 0.4287

on Caleulation (NOx. Tons /:-Vear) .

. Unit Conversions .

O'(’lllp“,:g";:‘:‘t;;m“ x Capaclty (MW) X Cupncity Factor % (365 duys * 24 Hours = z!”p:;yri?"

bs NOUMWN) 12,000 1hs) ans/y'ear)
0.4287 225 78.50% 4 302.9

" STEP3

A Liinil Calculation (s NOX

it C ions
Unit Conversions Output-hased Limit

input-based Limit Heat Rale
' ¥ ) / (1,000,000 Btu/ = s
(Ihs NOx/MM Btu) (Br/kWh) 1000 kWh) (Ihs NOX/MWh)
0.055) 8,864 1,000 0.4884

NOx Tuits /. Year)..

Unit Conversiuns
nit Conversiens Qutpul NO

Oulput-irused Limil . . o T
\ i X Capacity (MW) H Capacity Factor x (365 days * 24 Howrs = ;

(s NOX/N'Wh) 12,000 1bs) (Tons/Year)
04884 225 78.50% 4 345.)

ST e e S STEPS
- Percent NOx Reduction Caleulntion .

Output Subject = % NOx Reduction
302.9 302.9 13.9%

( Ontput Baseline - Qutput Subjeet ) !
345.1

.= STEPG

2. Peréent Exempt Caleultion

Capital Cost o

o . i . P ! . =
Total Subject Unit Cost N %o NOX Reduction NOS Aveidance
$128,687.174 . 13.9% 517,887,517
L _“. STITT T
Percent Exempt:Coleulation
Total Cosl of NOx / Tolal Cost of HB - o, Exemnl
Avoidance 3732 Equipment o Lxemp
817,887,517 $13,900,514 128.0%

[ Conclude ‘ 0% J

\s plant actual heat rate (1Y) based on the energy value of the clectricity and sieam gencrned provided by the chient

(1) - MHeat rate repr
(2) - NOx entissions is the seal NOx potluant produce in ppm und was provided by the chient
(31 - Phant capacity is the average nominal capacity and was provided by the client

(4) - Capacity facior represent an average onnual capacity fncios and was provided by the client

(5) - Teehnology represems the neinal teehnology of the subject
(6) - Towah subject facility cost represents the utal cust to build the entire fcitity and it was determined baséd on daw provide by the chent
(7) - Total Tier 1V equipment was determined by allucating the cligible TCEQ ECL part B cquipment and their assuciated cost from actual

datw provide by the cliem
Baseline heat rute was developed using a combination of simple cycle electric power ond stand glont indusirial boiler steam generition

Baschine technology represents the boiler tecimology vsed by the host refinery for steam production. Steamn produced by the subject
neravon fugility has displaced some of the steam produced by the hos! refinery resulling n Jess fuel consumption by the refinery’s

(8-
-

cope
boiler cyuipment and Jower overall NO» emissions




_ Dennis Deegear
II1IFF SHSPHELES Vice President
Phone:(512) 671-3523
dennis.deegear@duffundphelps.com

March 26, 2008

TCEQ - Cashiers Office MC-214
Building A :

12100 Park 35 Circle

Austin, Texas 78753

Subject:  Application for Use Determination for Pollution Control Property
Blackhawk Station - 119 N. Spur Co-Gen Place Borger, TX 79008

Enclosed please find one application (the “Application”) for property tax exemptions for certain
qualifying pollution control property at the Blackhawk Station Project (the “Facility”) in
Hutchinson County, Texas.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality (“TCEQ™) Application for Use
Determination for Pollution Control Property. The enclosed application is a Tier IV
Application. '

Submission of this Application is required as a process step in the TCEQ’s pollution control
certification process for tax exemption of certain assets used in pollution control capacities
within the Facility. As outlined by the application instructions, the fee for this Tier IV
Application is $500. Enclosed please find a check for $500 for the Application processing.

The Application can be summarized as follows:

Property _ Description Estimated Cost

Tier IV See Attached Schedule $13,906,514

Please send one copy of the completed property tax exemption Use Determination to the
following address:

Duff and Phelps LLC
c/o Dennis Deegear
919 Congress Ave.
Suite 1450

Austin, TX 78701




If you have any questions regarding the Application or the information supplied with these
Application, please contact Dennis Decgear of Duff & Phelps, LLC at (512) 671-5523 or e-mail

at dennis.deegear@duffandphelps.com.

Very truly yours,

DUFF & PHEEPS LLC
Signature: TN \'\N; ) XLW
Name: Dennis Deegear
Title: Vice President
Enclosures




Buddy Garcia. Chairman

Lam R. Soward. Commissioner
Bryvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execuiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preveniing 1 ‘olturion
May 1, 2008

CHIEF APPRAISER

HUTCHINSON COUNTY APPRAISAL DISTRICT
PO BOX 5065

BORGER, TX 79008

This letter is to inform vou that on 5/1/2008, a final determination was issued with regard to Use

Determination application 07-11971, filed by:

BORGER ENERGY ASSOCIATES LP
BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE

BORGER, TX 79008

A copy of the use deter mination is included with this letter. House Bill 3121, enacted during the
77th Lem%]alme Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are af
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 davs of receipt of the
use determination. Should you choose 1o appeal the use deter mination. please submit a copy of
vour appeal to the TCEQ Tax Relief for Pollution Contro) Property program at the time of filing
the ap )Gd] with the Chief Clerk of the commission.

In order to quali h for a tax exemption, the applicant must file an exemption request with vour
appraisal district. This exemption request must { be accompanied by a copy of the positive use |
determination issued by the TCEQ. 1f you have any questions rega rding this Use Determination |

or the appeals process. please call me at 512/239-3] 00.

Sincc—:rel\l",
S (A

Dawvid Greer
Team Leader. Pollution Prevention

SO A LAY . aatevminat Al el i dessae efmte 1y 1t



Buddy Garcia. Chairman

Larmy R. Soward. Comnissioner
Bryar W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

May 1, 2008

DUFF & PHELPS LLC
DENNIS DEEGEAR
919 CONGRESS #1450
AUSTIN, TX 78701

This letter is to inform you that on 5/1/2008, the technical review of Use Determination
Application 07-1197] was completed. This application is for:

BORGER ENERGY ASSOCIATES LP
BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE

BORGER, TX 79008

The use determination is included with this letter. In order to request an exemption, a copy of this Use
Determination, along with a completed exemption request form #50-248 (can be found a
www cpa.state.tx.us), must-be provided to the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30.

House Bill'3121, enacted during the 77th Legislative Session, established a process for appealing a use
determination. The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant 1o 17.25(a)(1). an appeal must be filed within 20 days of
receipt of the use determination. Should you choose 1o appeal the use determination. please submit a
copy of your appeal to the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission.

IT you have any questions or require any additional information, please contact the Tax Relief for

Pollution Control Property Program at (512) 239-31040.

Sinceiely.

David Greer
Team Leader. Pollution Prevention




Buddy Garcia. Chairnman

Larmy R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shanlle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proteciing Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11971, filed by:

BORGER ENERGY ASSOCIATES LP
BORGER ENERGY BLACKHAWEK STATION
119 N. SPUR CO-GEN PLACE

BORGER TX 79008

The pollution control property/project listed in the Use Determination Application is:

This facility has two thermally efficient heat recovery steam generators (HRSGs). This
application is a Tier I'V application seeking a partial use determination for the two HRSGs.

The outcome of the review is:

A 100% positive use determination for the two Heat Recovery Steam Generators. This
equipment is considered to be pollution control equipment and was installed to meet or
exceed federal or state regulations. ~

S s //7
e L/// 9/(/ - / (AR e /j/
Executive Director _Daiy
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Buddy Garcia. Chairman

Larm R. Soward. Commissioner
Brvan W. Shaw. Ph.D., Commissioner
Glenn Shankle, Execuiive Direclor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

March 31, 2008

CHIEF APPRAISER
HUTCHINSON COUNTY APPRAISAL DISTRICT

PO BOX 5065
BORGER TX 79008

This letter is to inform you that a Use Determination Application has been filed by:
BORGER ENERGY ASSOCIATES LP

for:

BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE
BORGER TX 79008-

Appraisal District Account Number: 990(1 000, 1010, 1100, 1120ETC

This facility is located in HUTCHINSON County.

A complete copy of the application is included with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11971. Please contact the Tax
Relief for Pollution Control Property Program at (512) 239-3100 if you have any questions.

Sincerely,

i P
. "",‘;. // p /_'__‘_,._..///

// &% 1/‘/@ ~

s
ol

Ron Hatlett
Tax Relief for Pollution Control Property Program




Buddy Garcia. Chairman

Larn R, Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preveniing Pollution

April 8, 2008

DUFF & PHELPS LLC
DENNIS DEEGEAR
919 CONGRESS #1450
AUSTIN TX 78701

This letter is to inform you that on 4/8/2008, Use Determination Application, 07-11971 (self
assigned tracking number DPBLACKHAWK B), was declared to be administratively complete.
This application was filed for the following facility:

BORGER ENERGY BLACKHAWEK STATION
119 N. SPUR CO-GEN PLACE
BORGER TX 79008

The next step in the Use Determination Application process is the lechnical review of the

application. If this is a Tier L, I, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response is not counted in
determinating the length of the technical review . The TCEQ will notify you afler the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application to the HUTCHINSON County Appraisal Districl.
Please contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 1f you

have any questions.

Sinccre] Y,

/ '{ \/1’/ /

Ron Hatlett
Tax Relief for Pollution Control Property Program




TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App. No.: 07 -11971 Review Start Date: 4/8/2008

Company Name: BORGER ENERGY ASSOCIATES LP
Facility Name: BORGER ENERGY BLACKHAWK STATION
County: HUTCHINSON Outstanding Fees: N
Batch/Voucher Number:B500156

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2008

TIER LEVEL
What Tier is this application? The application was filed as a Tier IV application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators, is item B& on the
Equipment and Categories List. This application was filed as a Tier IV. Tier IV is the appropriate
level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after Seplember 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has two thermally efficient heat recovery steam generators (HRSGs). This application
is a Tier IV application seeking a partial use determination for the two HRSGs.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmenta) benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided, and the purpose of the property was listed.
The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5 Box 6(IV) Y Box 10(11L) Box 12(I) Box 13(1I)

PART B DECISION FLOWCHART (17.15(b))
Mark the appropriate boxes: Box 1Y Box2 Y Box3 ¥

Describe how the property flowed through the Decision Flowchart:

Since the property is listed on Parl B of the Equipment & Categories List this property leaves the
Decision Flow Chart at Box 6. 1t passes through Box 1 of the Part B Decision Flow Chart with a
ves answer. The use of this property at a combined cycle plant, as opposed 1o having a simple

“cycle plant; providesan environmertal benefit 6f reduced NOx emissions atthe siter"So there isa ~~ "~




Yes answer for Box 2, Since there is a reduction in NOx emissions there is an environmental rule
which is being met so there is a yes answer to Box 3.

TIER III or IV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is oulcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 1s all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time after January 1, 1994. All the information necessary for conducting the technical

review was included on the application.
TECBNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section. If the application

was not technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letter:

Summarize the second NOD response:

Provide the language used in the thied NOD letter:

Summarize the third NOD response:

FINAL DETERMINATION
1f the property description has been summarized enter the detailed property description:

This facility has two thermally efficient heal recovery steam generators (HRSGs). This application
is a Tier 1V application seeking a partial use determination for the two HRSGs.

" Provide the reason Tor your final détermiination:




The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.

Provide the language for the final determination.
A positive use determination of 100% for the two Heat Recovery Steam Generalors.
Highlight the required signatures and establish the appropriate due dates.
‘/7 Ny ¢ o
Reviewed: /‘f\r\é;(_/f{ \//('Q,J\_ C'/\//’ Date Signed: % (/{%

e . e [ st
Peer Reviewed: 37 crgny V1 GuiAThe/v—' Date Signed: 2 | -0

Team Leader: > (/\—\ Date Signed: ;/f/C? b/

Section Manager: %L ¢ Date Signed: MAY

Division Director:‘/ /] Date Signed: ~ MAY 1 2008

1 2008




Executive Director’s Exhibit 4

Brazos: Application and Use Determination Documents



TEXAS
COMMISSION
ON ENVIRONMENTAL
QUALITY

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USE D ETERMINATION il
FOR POLLUTION CONTROL PROPERTY

, — GRIEF-OLERKS OFF
The TCEQ has the responsibility to determine whether a property is a polition control property. A person seeking a use determln fi A OFF'CE
polliion control property mug complete the attached application or use a copy or similar reproduction. For assislance in completing this form
refer to the TCEQ guidelines document, Property Tay Exemptions Jor Pollution Control Property, as well as 30 T AC §17, rules goveming thig
dditional assistance please contacl the Tax Relief for Polittion Control Property Program at (512) 239-3100. The application

program. For a
should be completed and mailed, along witha complete copy and appropriate fee, to: TCEQ MC-214, Cashiers Office, P.O. Box 13088, Austin,

Texas 787) 1-3088.
1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
J Corporation [ Sole Proprietor
[J Partnership [ Utility
¥ Limited Partnership L] Other
B. Size of company: Number of Employees

<3
e

Y 23 MM B 43

—H

M 1to 99 [11,000 to 1,999
L7100 t0 499 92,000 to 4,999
0500 to 999 [J 5,000 or more

C. Business Description:  Electric Power Generation

2. TYPE OF APPLICATION
[J Tier I $150 Application Fee O Tier ITI $2,500 Application Fee
[0 Tier II $1,000 Application Fee M Tier IV $500 Application Fee

NOTE: Enclose a check, monéy order to the TCEQ, or a copy of the ePay receipt
along with the applicaton 1o cover the required fee.
3. NAME OF APPLICANT
A. Company Name: Brazos V alley Energy LP.
B. Mailing Address (Street or P.O. Box): 717 Texas, Ste. 1000
C. City, State, ZIP: Houston, TX 77002 )
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of facility: Brazos Valley Boergy . ..

B. Type of Mfg Process or Service: Electric Power Generation
C. Street Address: 3440 Lockwood Road

D. City, State, ZIP:_Richmond, Texas 77469 L
E. Tracking Number Assigned by Applicant: DPBrazosValley B

F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: ~ Forl Bend
B. Appraisal District Account Number:  0348-00-000-0203-901; 0348-00-000-0204-
901,

Texas Relief for Poliution Control Property Application

TCEQ-00611 (Revised January 2008)

Brazos Valley Energy - 3440 Lockwood Road Richmond, Texas 77468 Page 1 of 12




6. CONTACT NAME (must be provided)

A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individual to Contact: Greg Maxim

C. Mailing Address: 919 Congress Ave.  Suite 1450

D. City, State, ZIP: Austin, TX 7870]

E. Telephone number and fax number:  (512) 671-5580 Fax (512) 671-5501
F. E-Mail address (if available): gregory. maxim(@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each item is detailed with the proper statute, regulation,
or environmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Background

The Brazos Valley Power Plant is located in Richmond, Texas. Two combustion
turbines are routed to two heat recovery steam generators which provide steam to
one steam turbine. The Brazos Valley Power Plant sells the power it generates to
Calpine Commercial Operations. The facility is located in Richmond, TX and has
been in operation since May 2003. The facility has a baseload capacity of 508
megawatts and 1s 100 percent owned by Calpine. The technology employed is a
natura] gas-fired, combined-cycle GE combustion and steam turbines. Brazos
Valley Power Plant serves the ERCOT region.

Overview of Combined Cvcle Technology

The Facility is a combined-cycle gas turbine power plant consisting of gas
Combustion Turbines ("CTs") equipped with heat recovery steam generators to

capture heat from the gas turbine exhaust. Steam produced in the heat recovery
steam generators powers a steam turbine generator(s) to produce additional electric
power. The use of otherwise wasted heal in the turbine exhaust gas results in higher
plant thermal efficiency compared to other power generation technolo gies.
Combined-cycle plants currently entering service can convert over 50% of the
chemical energy of natural gas into electricity (HHV basis). Employment of the
Brayton Thermodynamic Cycle (Gas Turbine Cycle) in combination with the
Rankine Thermodynamic Cycle results in the improved efficiency.

The Rankine cycle js a thermodynamic cycle that converts heal from an external
source into work. In a Rankine cycle, external heat from an outside source is
provided to a fluid in a closed-loop system. This fluid, once pressurized, converts
the heat into work output using a turbine. The fluid most often used in a Rankine
cycle is water (steam) due 10 its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as wel] as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Without pressure reaching super critical the temperature range the
Rankine cycle can operate over is quite small, turbine entry temperatures are

Texas Reliel for Pollution Contro! Property Application

TCEQ-00611 (Revised January 2008)

Brazos Valley Energy - 3440 Lockwood Road Richmond, Texas 77469 Page 2 of 12




typically 565°C (the creep limit of stainless steel) and condenser temperatures are
around 30°C. Traditional coal fired and natural gas fired Rankine cycle power
generation plants are limited by the 1nlet pressures and temperatures of the steam
turbine design and the condenser vacuum and temperature. The Rankine cycle can
achieve thermodynamic cycle efficiency (useful work obtained as a percentage of
fuel input) ranging from 33% lo 36%. However, if the Rankine cycle is used in
conjunction with or as the “bottoming” cycle to the Brayton cycle the efficiencies
can be improved as discussed below. This low turbine entry temperature (compared
with a gas turbine) is why the Rankine cycle is ofien used as a bottoming cycle in
combined cycle gas turbine power stations.

The Brayton cycle is a constant pressure thermodynamic cycle that converts heat
from combustion into work. A Brayton engine, as it applies to a gas turbine system,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, cylinder, or turbine. A Brayton
engine forms half of 2 combined cycle system, which combines with a Rankine
engine to further increase overall efficiency. Cogeneration systems typically make
use of the waste heat from Brayton engines, typically for hot water production or

space heating,

By combining both gas and steam cycles, high input temperatures and low output
temperatures can be achieved. The efficiency of the cycles are additive, because
they are powered by the same fuel source. A combined-cycle plant has a
thermodynamic cycle that operates between the gas turbine's high firing temperature
and the waste heat temperature from the condensers of the steam cycle. This large
range means that the Carnot efficiency of the cycle is high. The actual efficiency, '
while lower than this is still higher than that of either plant on its own. The thermal
efficiency of a combined-cycle power plant is the net power output of the plant
divided by the heating value of the fuel. Combined cycle power generation plants
that produce only electricity can achieve thermodynamic efficiencies in the range of
53% to 59%, with the normal range being 53% to 56%. Combined cycle power
generation plants that produce steam or hot water in conjunction with electric power
cap improve upon those values by “offsetting” fired boiler operations within
adjacent industrial complexes. These facilities are known as combined cycle

cogeneration units.

A single-train combined-cycle plant consists of one gas turbine generator, a heat
recovery steam generator (SRG) and a steam turbine generator (“1x 17
configuration). As an example, an “FA-class” combustion turbine, the most
common technology i use for large combined-cycle plants within the state of Texas
and other Jocations througbout the United States, represents a plant with
approximately 270 megawatts of capacity. ISO references ambient conditions at
14.7 psia, 59 F, and 60% relative hummdity.

See Figure ] — Standard Combined-Cycle Confi guration, below.

Texas Reliel for Pollulion Control Properly Application
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1t is common to find combined-cycle plants using two or even three gas turbine
generators and heat recovery steam generators feeding a single, proportionally larger
steam turbine generator. Larger plant sizes result in economies of scale for
construction and operation, and designs using multiple combustion turbines provide
improved parl-load efficiency. A 2 x 1 configuration using FA-class technology
will produce about 540 megawatts of capacity at International Organization for
Standardization ("ISO") conditions. ISO references ambient conditions at 14.7 psia,

59 F, and 60% relative humidity.

Because of high thermal efficiency, high reliability, and lower air emissions,
combined-cycle gas turbines have been the new resource of choice for bulk power
generation for well over a decade. Other attractive features include significant
operational ﬂemblhty, the availability of relatively inexpensive power augmentation
for peak period operation and relatively low carbon dioxide production.
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FIGURE 1 - Standard Combined-Cycle Configuration (1)
As an example, consider a gas turbine cycle that has an efficiency of 40%, which 18
a representative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cycle efficiency would be 58%, which 1s a
very large increase over either of the two simple cycles. Some representative
efficiencies and power outputs for different cycles are shown in Figure 2 —
Comparison of Efficiency and Power Output of V arious Power Products, below.
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FIGURE 2 - Comparison of efficiency and power output of various
power products [Bartol (1997)] (2)

Current Regulatory Authority for Qutput-Based Emissions.

Innovative power technologies such as combined-cycle technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environment. Currently, two thirds of the fuel burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. power plants are more than 50 years 0ld.(6) In addition, these facilities are
the leading contributors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2"), and other contaminants into the air and water.

The ability 1o recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of combined-cycle technology is achieved
through the use of Output-Based emissions standards, incorporated since September
1998 within the U.S. EPA’s new source performance standards (“NSPS”) for NOx,
from both new utility boilers and new industrial boilers. Pursuant to section 407(c)
of the Clean Air Act in subpart Da (Electric Utility Steam Generating Unils) and
subpart Db (Industrial-Commercial-Institutional Steam Generating Units) of 40
CFR part 60, the U.S. EPA revised the NOx emissions limits for steam generating
units for which construction, modification, or reconstruction commenced after July
9,1997 (3). Output-Based regulations are also exemplified by those used m the
U.S. EPA’s NOx Cap and Trade Program for the NOx State Implementation Plan

Texas Relief for Pollution Control Property Application
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(“SIP”) Call of 1998, which uses units of measure such as Ib/MWh generated or Ib
concentration ("ppm"), which relate to the emissions to the productive output —
electrical generation of the process.(4)

The use of innovative technologies such as combined-cycle units reduces fossil fuel
use and leads to multi-media reductions in the environmental impacts of the
production, processing transportation, and combustion of fossil fuels. In addition,
reducing fossil fuel combustion is a pollution prevention measure that reduces
emissions of all products of combustion, not just the target pollutant (currently
NOx) of a federal regulatory program. :

Authority to Expand Pollution Control Equipment & Categories in Texas

Under Texas House Bill 3732 (“HB3732”) enacted in 2007, Section 11.31 of the
Texas Tax Code is amended to add certain plant equipment and systems to the
current list of air, water, or land pollution control devices exempt from property
taxation in Texas.

Specifically, the language reads as follows:

SECTION 4. Section 11.31, Tax Code, is amended by adding Subsections (k). (1), and (m) to read as
follows:

(k) The Texas Commission on Environmental Quality shall adopt rules establishing a nonexclusive {ist
of facilities; devices, or methods for the conirol of air, water, or land pollution, which must include.
(1) coal cleaning or refining facilities;

(2) atmospheric or pressurized and bubbling or circulating fluidized bed combustion systems and
gasification fluidized bed combustion combined-cycle systems;

(3) ulwra-supercritical pulverized coal boilers;

(4) [flue gas recirculation components;

(5) syngas purification systems and gas-cleanup units;

(6) enhanced heat recovery systems;

(7) exhaust heat recovery boilers;

(8) heat recovery sieam generailors;

(9) superheaters and evaporators,

(10) enhanced steam turbine systems;

(11) methanation;

(12) coal combustion or gasification byproduct and coproduct handling, storage, or treatment
facilities,

(13) biomass cofiring storage, distribution, and firing systems, .

(14) coal cleaning or drving processes, such as coal drying/moisture reduction, air jigging,
precombustion decarbonization, and coal flow balancing technology;

(15) oxv-fuel combustion technology. amine or chilled ammaonia scrubbing, fuel or emission
conversion through the use of catalysts, enhanced scrubbing technology, modified combustion
technalogy such as chemical looping, and cryogenic iechnoflogy;

(16) if the United States Enviranmental Protection Agency adopts a final rule or regulation regulating
carbon dioxide as a pollutant, properiy that is used, constructed. acquired, vr installed wholly or
partly to capture carbon dioxide from an anthropogenic source in this stale that is gealogically
sequesiered in this stale;

(17) fuel cells generating electricity using hvdrogen derived from coal, hiomass. petroleun coke, or
solid waste,; and

(18) anvother equipment designed to prevent, caplure, abate, or moniior nitrogen oxides, volatile
organic compounds, particulate matier, mercury, carbon monoxide, or any criteria polluiant.

(1) The Texas Commission on Environmenial Quality by rule shall updaie the list acdlopled under
Subsection (k) at least once every three vears. An item may be removed from the list if the commission
Jinds compelling evidence to support the conclusion that the item does not provide pollution control

benefits.
(m) Notwithstanding the other provisions of this section. if the facility. device, or method for the

Texas Relief for Poliution Control Property Applicalion
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control of air, water, or land pollution described in an application for an exemption under this section
is a facility, device, or method included on the list udopted under Subsection (k), the executive direcior
of the Texas Commission on Envirommental Quality, no! laier than the 30th day after the date of
receipt of the information required by Subseclions (c)(2) and (3) and without regard to whether the
information required by Subsection (c)(1) has been submitted, shall determine thai the facility, device,
or method described in the application is used wholly or partly as a facility, device, or method Jor the
controf of air, waler, or land pollution and shall take the actions that are required hy Subsection (d) in

the event such o delermifration is made.

Under the TCEQ’s recently updated “Tax Relief for Pollution Control Property —
Application Instructions and Equipment and Categories List — Effective January
2008”, the Equipment and Categories List - Part B ("ECL Part B") is a list of the
pollution control property categories adopted and set forth in TTC Sec. 26.045(%).
The taxpayer is to supply a pollution control percentage for the equipment listed in
Part B via calculations demonstrating pollution control, prevention and/or
reductions achieved by the listed equipment or systems.

The following property descriptions outline the environmental purpose, including
the anticipated environmental benefit of pollution control additions considered
under the Application Instructions’ ECL Part B that have been constructed and
placed into use at the Facility as of its placed-in-service date, or installed subsequent

to in-service since 1994:

Texas Reliel for Pollulion Coniro! Property Application

TCEO-00811 (Revised January 2008)
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Property Descriptions

Item #1 Combined-Cycle Gas Turbine Plant Heat Recovery Steam Generator
(“HRSG”) and Support Systems Tier IV B-8

40 CFR Part 60 Subparts DA and DB, NOx Limits jor Electric Ulility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Units
Jor New Source Performance Standards ("NSPS”).

TAC Rule 106.512, Standard Permit for Electric Generating Units (EGU)

NOTE: Permits issued under Texas Clean Air Act’s Health & Safety Code Sections 382.011, applies
10 all electric generating unils that emit air contaminants, regardless of size, and i1 is io reflect Best
Available Control Technology (“BACT") for electric generating units on an output basis in pounds
of NOx per megawatt hour, adjusied 1o reflect a simple cycle power plant.

The heat recovery steam generator ("HRSG") found in the Facility is a heat
exchanger that recovers heat from a hot gas stream. It produces steam that can be
used in a process or used to drive a steam turbine. A common application for an
HRSG is in a combined-cycle power station, where hot exhaust from a gas turbine is
fed to an HRSG to generate steam which in turn drives a steam turbinie. This
combination produces electricity in a more thermally efficient manner than either

the gas turbine or steam turbine alone.

The Facility’s HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section. The reheat and IP sections are separate circuits
inside the HRSG. The IP steam partly feeds the reheat section. Each section has a
steam drum and an evaporator section where water is converted to steam. This
steam then passes through superheaters to raise the temperature and pressure past

the saturation point.

Ttem #2 Steam Turbine and Support Systems Tier I'V B-10

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Units
for New Source Performance Standards ("NSPS").

TAC Rule 106.512, Standard Permit for Electric Generating Units (EGU)

NOTE: Permits issued under Texas Clean Air Act’s Health & Safety Code Sections 382.011, applies

(0 all electric generating units that emit air contaminants, regardless of size, and if 15 10 reflect Best

Available Control Technology (“BACT”) for eleciric generaling units on an oulpul basis in pounds

of NOx per megawatl hour, adjusted 1o reflect a simple cvele power plant.

The steam turbine(s) found in the Facility operate on the Rankine cycle in

combination with the Brayton cycle, as described above. Steam crealed in the

Facility HRSG(s) from waste heat that would have otherwise been lost to the

atmosphere enters the steamn turbine via a throttle valve, where it powers the turbine
Texas Relief for Pollulion Conlrol Property Applicalion

TCEQ-00611 (Revised January 2008)
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and connected generator to make electricity. Use of HRSG/Steam Turbine System
combination provides the Facility with an overall efficiency of greater than 50%.
Steam turbine systems similar to the Facility’s have a history of achieving up 1o
95% availability on an annual basis and can operate for more than a year between
shutdown for maintenance and inspections. (5)

Pollution Control Percentage Calculation: Avoided Emissions Approach

To calculate the percentage of the equipment or category deemed to be pollution
control equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between a conventional power generation
system and the combined-cycle system al the Facility. Specifically, the percentage
is determined by calculating the displacement of emissions associated with the
Facility’s thermal output and subtracting these emissions from a baseline emission
rate. These displaced emissions are emissions that would have been generated by
the same thermal output from a conventional system.

Greater energy efficiency reduces all air contaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes include combined-
cycle operation and combined heat and power ( "CHP") generation. For electric
generation the energy efficiency of the process expressed in terms of millions of
British thermal units ("MMBTU's") per Megawatt-hour. Lower fuel consumption
associated with increased fuel conversion efficiency reduces emissions across the
board — that is NOx, SOx, particulate matter, hazardous air pollutants, and
greenhouse gas emissions such as COZ.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Qutput-Based NOx allocation method for both power generation projects
that replaced existing facilities and “Greenfield” power and heat generation
facilities. We looked at the various fossil fuel technologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchmarked
this conventional generation to the subject natural gas-fired combined cycle
generator at the Facility. By doing so, we narrowed the heat rate factors as much as
possible to be conservative and uniform in modeling. The benchmark heat rate

factor is the following:
Natural Gas fuel-fired Steam Generator: 10,490 BTU’s/kWh

This baseline heat rate purposely omits other fossi) fuel sources in order to eliminate
impurity type characteristics, which in turn eliminated the NOx emission and cost of
control differences of each fossil fuel and generator type. Comparing the emissions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful energy output. For the purpose of our calculations, we
converted all the energy output to units of MWh (1 MWh = 3.413 MMBTU), and
compared the total emission rate 1o the baseline facility.

The comparison steps lo calculate the NOx reduction is as follows:

Texas Relief lor Poliution Control Property Application
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Calculation (Reference Schedule A)

Step 1 — Subject Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MMBTU)) X (Heat Rate (Btu/kWh)) /(1,000,000 Btu / 1,000 kWh) =
Output: (Ibs NOx/MWh),

Step 2 — Subject Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MWh) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hrs/day)) / 2,000 lbs = Output: (NOx Tons/Year)

Step 3 — Baseline Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MWh)) X (Heat Rate (Btu/kWh)) /(1,000,000 Btu / 1,000 kWh) =
Output: (Ibs NOx/MWh)

Step 4 — Baseline Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMBtu) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X
(24 hrs/day)) / 2,000 Ibs = Output: (NOx Tons/Year)

Step 5 — Percent NOx Reduction Calculation

((Output Baseline)ge 4 - (Output Subject))siep2 / (Output Subject) siep2 = % Reduction Output Subject
Step 6 — Percent Exempt Calculation

(Total .Subjeci‘ Facility Cost) X (% NOx Reduction) = Capital Cost of NOx Avoidance

Step 7 — Percent Exempt Calculation |

Tota] Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
B If% Exempt is greater than 100% HB 3732 Equipment is 100% Exempt
® 17 % Exempt is less than 100% then HB 3732 Equipment is partially exempt at

the Step 6 calculation.

NOTE: See the atlached calculation sheet for the details regarding Facility-specific calculations and
property tax exemption percentage results based upon these calculations.

Texas Relief for Pollution Control Property Application
TCEQ-00611% (Revised January 2008)
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9. PARTIAL PERCENTAGE CALCULATION
/A.
10. PROPERTY CATEGORIES AND COSTS
See attached Schedule 10.
11. EMISSION REDUCTION INCENTIVE GRANT

Will an application for an Emission Reduction Incentive Grant be on file for this '
property/project: '

[]Yes [X] No
12. APPLICATION DEFICIENCIES

After an initial review of the application, the TCEQ may determine that the
information provided with the application is not sufficient to make a use
determination. The TCEQ may send a notice of deficiency, requesting additional
information that must be provided within 30 days of written notice.

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, you certify that this information is true to the best of
your knowledge and beligh.

NAME: C\A ]
~ J
TITLE: \-ﬁre(ctog' /

COMPANY:  Duff & Phelps LLC

f—= PATE. 25l TA%k

Under Texas Penal Code, Section 37.10, if you make a false statement on this
application, you could receive a jail term of up to one year and a fine up to $2,000, or
a prison term of two to 10 years and a fine of up to $5,000.

14. DELINQUENT FEE/PENALTY PROTOCOL

This form will not be processed until all delinquent fees and/or penalties owed to the
TCEQ or the Office of the Attorney General on behalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penalty Protocol. (Effective 9/1/2006)

Texas Relie! for Pollution Contro! Property Application
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Calpine -

Brazos Valley i ST
Schedule A - 2008 Thermal Efficiency Coleulation -

Average Heat Rae m 7,050 (Buw/kWh)

NOA Enussions 117.18 Tons 7 yewr
Plant Capuenty ! 550 MW
Capacity Facior ™ 69.96%
Technalogy i Combined Cyele
Total Subject Fucilny Cost ' § 290,000,000
Totad Cost of Tier 1V Equipment m s 56,913,424
Baseling Detnils:

M 10.490 BudkWh

Average Hem Rate
Steam T urbine

Technology ™

Unit Conversions

Input-based Limit Hent Rate
. A . / (1,000,000 B/ =
(s NOX/MMBiu) (Btu/lkWh) 1000 kW)
00108 7,050 1,000

TEP2

" Subiject Output Conversfori Calcalation (NOx Torns /. Yeni)

Outpus-bused Limit
(Ihs NOXMYWh)

0.0761

Qutpui-based Limit (Ihs y . . N

\ o sty (MW sty F -y

NOYMWh) A Capucity (MW) A Capucity Tnclox. X
0.0761 550 69.96%

i STEP3: - =

g Bnkﬁlinn Oulndl-ilnsid Limit:Colculation (Ibs NOx l NMWh) - -

Unit Cenversions
(365 dnys * 24 =

Hours / 2,000 Ibs)
4 117.2

Output NOx
(Fons/Yenr)

Unit Cotvversions
Hent Rate

Input-based Limit

e A W / (1,000,000 Blu/ =
(lbs NOx/MMB1u) (Btu/lWh) 1000 KWh)

00108 10,490 1,000

Oulput-based Limil
{bs NOx/MWh)

0.1133

Outpui-bnsed Limit (los . " . P

ity (MW 3 apacity F -

NONMWh) bS Capacity (MW) by Capacity Factor X
0.1133 550 G9.96%

Unit Conversions
(365 duys * 24 =

Hours/ 2,000 1bs)
4 1744

Output NOa |,
(Tons/Yenr)

( Quiput Baseline - CQutput Subjeel ) /
174.4 117.2 117.2

P STEPG

Output Subject =

% NOx Reduetion
48.8%

Peveent Exeinpt Cileu

Capital Cost of
NOx Avoiduper
$141,520,000

Total Subject Unit Cost X % NOA Reduetion =

Sa90000.000 48.8%

[ BTERT: o
Pereent Excmpt Calculation -

Tutal Cost ol HB

o + Avoitunce - % Exe
Fotnl Cost of NOS Avoiduner ! 1732 Equipment b Exemipt
S141.520,000 856,913,424 248.7%.
[ Conclude ] 100% |

(11~ Meal rate represents phant actual heat rate (HEV) and was provaded by the client

(27 NOx ennssions s the actual NOx polivtant produce in ppm and was provide by the clhiem
(31 Plant capacity 15 the average nonal capacity and wits provided by the client

(4 - Capacily factor sepresent an avespe annual capacity Jactor and was provided by the chient
{51 Technology represents the acial technology of the subjeet

(67 Totd sv

et facilny cost represents the total cost 1o build the entire facihity and it was determmed based on data provide by the chent

(7; “totd Trer IV equpment was determmed by allocatng the ehigible TCEQ ECL pant B equipment and thew assoesated cost from actual

datie prowvige by he chent
{#) - Bascline heat rate pubhshed by the Energy information Admimistration ("ElA")

(91 - Baschne lechnology represems the technology that the subjeet would have replaced al the e of the subjects canstruchion
¥ |




Greg Maxim

DUFF&PHELPS Direcior
Phone:(512) 671-5580

gregorv.amaxim@duffandphelps.com

March 20, 2008

TCEQ - Cashiers Office MC-214
Building A

12100 Park 35 Circle

Austin, Texas 78753

Subject:  Application for Use Determination for Pollution Control Property
Brazos Valley Energy - 3440 Lockwood Road Richmond, Texas 77469

Enclosed please find one application (the “Application”) for property tax exemptions for certain
qualifying pollution control property at the Brazos Valley Energy Project (the “Facility”) in Fort
Bend County, Texas.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been

prepared using the Texas Commission on Environmental Quality (“TCEQ”) Application for Use
Determination for Pollution Control Property. The enclosed application is a Tier IV ‘

Application.

Submission of this Application is required as a process step in the TCEQ’s pollution control
certification process for tax exemption of certain assets used in pollution control capacities
within the Facility. As outlined by the application instructions, the fee for this Tier IV
Application is $500. Enclosed please find a check for $500 for the Application processing.

The Application can be summarized as follows:

Property Description Estimated Cost

Tier IV See Attached Schedule $56,913,424

Please send one copy of the completed property tax exemption Use Determination to the
following address:

Duff and Phelps LLC
c/o Greg Maxim '
919 Congress Ave.
Suite 1450

Austin, TX 7870]




If you have any questions regarding the Application or the information supplied with these
Application, please contact Greg Maxim of Duff & Phelps, LLC at (512) 671-5580 or e-mail at

gregory. maxim@duffandphelps.com.
Very truly yours,
DUTP & PHELPS LLC
—

Signature: ‘/774)
’\‘\;
Name: ;*L)g Maxim

Title: Director

Enclosures




Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execuiive Direclor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
May 1, 2008

CHIEF APPRAISER

FORT BEND COUNTY APPRAISAL DISTRICT
2801 BF TERRY BLVD

ROSENBERG, TX 77471

This letter is to inform you that on 5/ 1/2008, a final determination was issued with regard to Use

Determination application 07-11969, filed by:

BRAZOS VALLEY ENERGY LP
BRAZOS VALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND, TX 77469

A copy of the use determination is included with this letter. House Bill 3121, enacted during the

77th Legislature Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(1). an appeal must be filed within 20 days of receipt of the
use determination. Should vou choose to appeal the use determination. please submit a copy of
your appeal to the TCEQ Tax Relief for Pollution Contro) Property program at the time of filing

the appeal with the Chief Clerk of the COMIMISSION.

In order to qualify for a tax exemption, the applicant must file an exemption request with your
appraisal district. This exemption request must be accompanied by a copy of the positive use
determination issued by the TCEQ. 1f you have any questions regarding this Use Determination

or the appeals process, please call me at 512/239-3700.

Sincerely.
N {

David Greer
Team Leader. Pollution Prevention




Buddy Garcia. Chairnan

Larry R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execuiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

May 1. 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN, TX 78701

This letter is to inform you that on 5/1/2008. the technical review of Use Determination
Application 07-11969 was completed. This application is for:

BRAZOS VALLEY ENERGY LP
BRAZOS VALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND. TX 77469

The use determination is included with this letier. In order to request an exemption, a copy of this Use
Determination, along with a completed exemption request form #30-248 (can be found at
www.cpa.state.1x.us). must be provided to the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30.

House Bill 3121, enacted during the 77th Legislative Session, established a process for appealing a use
determination. The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant to 17.25(a)(1). an appeal must be filed within 20 days of
receipt of the use determination. Should vou choose 1o appeal the use determination. please submit a
copy of vour appeal to the TCEQ Tax Relief for Pollution Control Property program at the time of {iling
the appeal with the Chief Clerk of the commission. :

IT vou have any questions or require any additional information, please contact the Tax Reliel for

Pollution Control Property Program at (512) 239-3100.

Sincerely.
Sl

David Greer
Team Leader. Pollution Prevention
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Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Paollution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11969. filed by: -

BRAZOS VALLEY ENERGY LP
BRAZOS YALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND TX 77469

The pollution control property/project listed in the Use Determination Application is:

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one
steam turbine. This application is a Tier IV application seeking a partial use determination
for the HRSGs and the enhanced steam turbines.

The outcome of the review is;

A 100% positive use determination for the two Heat Recovery Steam Generators. This
equipment is considered to be pollution control equipment and was installed to meet or
exceed federal or state regulations. -

A negative determination is issued for the steam turbine. The use of the steam turbine does

not provide ap environmental benefit at the site. The steam turbine is not considered to be

pollution control equipment,

S 4 e

Dm/

Executive Director

nernel address: www.leeq.stale. . us

£ 20. 1000
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Buddy Garcia. Chairman
Larn R. Soward. Conmissioner
Brvar W. Shaw. Ph.D.. Commissioner

Glenn Shankle. Execuiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Polhution

April 8, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

This letter is to inform y:bu that on 4/8/2008, Use Determination Application, 07-11969 (self
assigned tracking number DPBRAZOSVALLEY B), was declared to be administratively
complete. This application was filed for the following facility:

BRAZOS YALLEY ENERGY
3440 LOCK'WOOD RD
RICHMOND TX 77469

The next step in the Use Determination Application process is the technical review of the
~ application. If this is a Tier I, II, or 111 application the technical review will be completed within
sixty days of the administrative complete date. If this 1s a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency letler (NOD) will be 1ssued. The time
period between the issuance of the NOD and the receipt of the response is not counted 1in
determinating the length of the technical review .The TCEQ will notify you after the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Delermination Application to the FORT BEND County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Program af (512) 239-3100 1f you

have any questions.

Sincerely,

71 [7 - .
: juf"”‘ ///‘ft,'/ -
Ron Hatlett

Tax Relief for Pollution Control Property Program
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Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

'/
Al

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proiecting Texas by Reducing and Preventing Pollution

March 28, 2008

CHIEF APPRAISER

FORT BEND COUNTY APPRAISAL DISTRICT
2801 B F TERRY BLVD

ROSENBERG TX 77471

This letter is to inform you that a Use Determination Application has been filed by:
BRAZOS VALLEY ENERGY LP
for:

BRAZOS VALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND TX 77469-

Appraisal District Account Number: 0348-00-000-0203-901

This facility is located in FORT BEND County.

A comyj
application be shared with the person who conducts the appraisal of this property.

This apj

Sincerely,

™,
'

e

g T
S ,J.’b—_«ﬁ&f::.:;.;,
Lk

Ron Hatlett
Tax Relief for Pollution Contro] Property Program

slete copy of the application is included with this letter. We recommend that a copy of this

JJication has been assigned a tracking number of 07 -11969. Flease contact the Tax
Relief for Pollution Control Property Program at (512) 239-3100 if you have any questions.




TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App. No.:  07-11969 Review Start Date: 4/8/2008

Company Name: BRAZOS VALLEY ENERGY LP
Facility Name: BRAZOS VALLEY ENERGY
County: FORT BEND Outstanding Fees: N
Batch/Voucher Number:BS00156

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2008

TIER LEVEL :
What Tier is this application? The application was filed as a Tier IV application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier I'V.
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one steam
turbine. This application is a Tier IV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided. and the purpose of the property was listed.

The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5§ Box 6(IV) Y Box 10(IL) Box 12(I) Box 13( 1)

PART B DECISION FLOWCHART (17.15(b))
Mark the appropriate boxes: Box 1Y Box 2 Y Box3 Y

Describe how the property flowed through the Decision Flowchart:

Since the property is listed on Part B of the Equipment & Categories List this property leaves the
Decision Flow Chart at Box 6. It passes through Box 1 of the Part B Decision Flow Chart with a

Vs answer, 1 i€ USe of this propertsata combined cycleplamt;asopposed wo-having a simiple




cycle plant, provides an environmental benefit of reduced NOx emissions at the site. So there is a
Yes answer for Box 2, Since there is a reduction in NOx emissions there is an environmental rule
which is being met so there is a yes answer 10 Box 3. The steam turbine passes through Box 1 on
the Parl B Decision Flow Chart with a yes answer. Since the use of the steam turbine does not

provide an environmental benefit at the site a no answer is the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER III or TV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution contro! value of the
HRSGs and the steam turbine. The formula is outcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Direclor disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable

for the first time after January 1, 19947 Is all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time after January 1, 1994. All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section. If the application

was not technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letter:

Summarize the second NOD response:

Provide the language used in the thied NOD letter:

Summarize the third NOD response:

FINAL DETERMINATION

1f the property description has been summarized enter the detailed property description:

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one steam




turbine. This application is a Tier IV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Provide the reason for vour final determination:

The Heat Recovery Steamn Generators meet all of the requirements of Chapler 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.
A negative determination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an environmental benefit at the site.

Provide the language for the final determination.

A positive use determination of 100% for the two Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmental benefit at the site. The steam turbine is not considered to be pollution contro]

equipment.

Highlight the required signatures and establish the appropriate due dates.

Reviewed: (ot //[é{ﬁ I8 Date Signed: <7/

Peer Reviewed: &y g {1 “Cieetuss  Date Signed: 37 - el

Team Leader: ﬁJ L\ Date Signed: 5///05/
Section Manager: /;Z«g I ~__Date Signed: WA i 2008

Division Director /ﬁj i/, Date Signed: R A8




Executive Director’s Exhibit 5

Freeport: Application and Use Determination Documents



TEXAS
COMMISSION
ON ENVIRONMENTAL

QUALITY
s TEXAS COMMISSION ON ENVIRONMENTAL QUALITY  onn iy m 3 -
oo w = K ; 708 MAY 23 &M 8: U3
ol PPLICATION FOR USE DETERMINATION
FOR POLLUTION CONTROL PROPERTY ) y
CHIEF CLERKS OFFICE

The Texas Commission on Environmental Quality (TCEQ) has the responsibility to determine whether a property is a pollution control property.
A person or politicdl subdivision seeking 4 ust determination for poliution control property must complete the attached application ot use a copy
or similar reproduction. For assistance in campleting this form refer to the TCEQ guidelines document, Property Tax Exemptions for Pollution
Control Property, as well as 30 TAC §17, rules governing this program. For additional assistance please contact the TCEQ Tax Reliel for
Pollution Control Property Program at (512) 239-6348 or (512)239-1917. The application should be completed and mailed, with the appropriate
fec, 10; TCEQ MC-214, Cashiers Office, P.O. Box 13088, Austin, Texas 78711-3088. P e TR

1. GENERAL INFORMATION
A. What is the type of ownership of this facility:
[ ] Corporation [ ] Sole Proprietor
[ ] Partnership [ ] Utility
[X] Limited Partnership [ ] Other

B. Size of company: Number of Employees
[X] 1to0 99 [] 1,000 to 1,999
[] 100 to 499 [1 2,000 or more
[ 500 to 999
C. Business Description: (Provide a brief description of the type of business or activity

at the facility): Power generation.

2. TYPE OF APPLICATION
A.[] Tier1 $150 Application Fee.
B.[] Tier II $1.000 Application Fee.
C.[] Tier I $2.500 Application Fee.
d. [ X] Tier IV $500 Application Fee.
NOTE: Enclose a check or money order to the TCEQ along with the application to cover

the required fee.

3. NAME OF APPLICANT
A. Company Name: _Freeport Energy Center, L.P.
B. Mailing Address (Street or PO Box): __4100 Underwood Road__

C. City, State, ZIP:__Pasedena, TX 7507

4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
Name of Facility or Unit:_Freeport Energy Center, L.P.

Type of Mfg. Process or Service:_Electric Power Generation

Street Address:__ 2301 N. Brazosport Blvd

City, State, ZIP;__Freeport, TX 77541

E. Tracking Number Assigned by Applicant:

U aw>

DOW RESTRICTED - For internal use only

TCEQ-00611 (December 2006) Page 1 0of 5

717 .119494Y




F.

A. Name of Appraisal District:

Customer Number or Regulated Entity Number:

APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

Brazoria County Appraisal District

B. Appraisal District Account Number: POLL-Fren-001

MU 0w e

CONTACT NAME (must be provided)
Company/Organization Name: _Calpine/Dow
Name of Individual to Contact: __Justin Hyland/Leo Scherrer
Mailing Address:___717 Texas Avenue

City, State, ZIP: Houston, TX 77002
Telephone number and fax number:(713) 830-8873 /(713) 830-8670
E-Mail address (if available):_HylandI@Calpine.com Lscherrer@dow.com

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

MEDIUM

RULE/REGULATION/LAW

Air

40 CFR Part 60 Standards of Performance for New Stationary Sources, General
Conditions Subpart A, HRSGs Subpart Dv, Subpart GG Standards of
Performance for Stationary Gas Turbines.

Water

Waste

DESCRIPTION OF PROPERTY (Complete for all applications)
This project included the installation of a HRSG (heat recovery steam generation)

system. This project was driven by the requirement to reduce NOx. The existing power

generation could not be retrofitted and achieve the required NOx reduction.

DOW RESTRICTED - For internal use only
TCEQ-00611 (December 2006) Page 2 of 5




Partial Percentage:

This power generation facility is located in an Ozone Non-attainment area, Brazoria
county, and therefore NOx reductions were mandatory at the Freeport site of The Dow
Chemical Company. In order to meet the NOx reduction an agreement was reached
whereby the Freeport Energy Center (Calpine) built a replacement power generation
facility to replace Dow’s aging Power 4 plant. The Power 4 plant had an effective age of
over 40 years. The new power generation facility was built with NOx reduction being the
driving force. The existing power generation facility owned by The Dow Chemical
Company was shutdown. On a ppm basis NOx concentrations were reduced from 147 ppm
at the old existing power facility to a lower level of 3 ppm with the new power generation
facility. Due to the age of the existing facility a retrofit was not practical.

primary

The partial percentage is calculated and based on the NOx reduction.

147 ppm - 3 ppm

V% = ‘ X
147 ppm

100 = 98%

Page 50l 5

TCEQ-00611 (December 2006)




11. PROPERTY CATEGORIES AND COSTS

Property Property Decision Flow PEL Estimated Partial
' Taxable on or Chart Box Number Purchase Cost Percentage
before 1/01/94 7Sl
Land
Property No 3, Fig 17.15 98%
Heat recovery (®) |
steam generation B-8 $15.300,000
gystem
Steam
-|l turbine/generator, B-10 $1 8,000,000
Condénser and
ancillary pump N
gysten. B-8 $8.000,000
Totals $41,300,000 | 98% !

12. EMISSION REDUCTION INCENTIVE GRANT
Will an application for an Emission Reduction Incentive Grant be filed for this

property/project:

[]VYes [ X] No

13. APPLICATION DEFICIENCIES

After an initial review of the application, the TCEQ may determine that the information
provided with the application is not sufficient to make a use determination. The TCEQ
" may send a notice of deficiency, requesting additional information that must be provided

within 30 days of the written notice.

TCEQ-00611 (December 2006) Page 3 of 6




14, FORMAL REQUEST FOR SIGNATURE

By signing this application, you certify that this information is true to the best of your
knowledge and belief.

NAME;: /é /Q/qu\w DATE: 3// w// 200 ¥
TITLE: S Lo /%;WM
COMPANY:  Zs Dow Claracd €,

Under Texas Penal Code, Section 37.10, if you make a false statement on this
application, you could receive a jail term of up to one year and a fine up to $2,000, or a
prison term of two to 10 years and a fine of up to $5,000."

15. DELINQUENT FEE/PENALTY PROTOCOL

This form will not be processed until all delinquent fees and/or penalties owed to the TCEQ or the Office of the
Attorney General on behalf of the TCEQ are paid in accordance with the Delinquent Fee and Penalty

Protocol.(Effective September 1, 2006)

TCEQ-00611 (December 2006) Page 4 of &




47272008 O 0031 PM

TRAN BALANCE
ACCOUN FEL CUSTOMER NAME INVOICE FAC/PER TRANDATE DUEDATE DESCRIPTION OUTSTANDING
DO234421 UST FREEMAN OR SC2508-005 0000043732 APR11.05 APRIL.03 LATE FEE FOR UST0556893 ).32
DH2344211 List FRIEEMAN OR SC2308-006 0000043732 APRI11.05 APRT1.03 LATE FEE FOR USTU326431 ) 32
OU234421E UST FREEMAN OR SC2308-007 0000043732 APR11.05 APRILOS L ATE FEE FOR USTO300214 )52
002344200 UST FREEMAN OR SC2308-008 0000043732 APRI11L.03 APRI1.03 LATE FEF FOR UST04678389 ).32
| D023-44211 LIST IFREFEMAN OR SC2309-001 0000043732 MAY10.05 MAY 10,03 LATE FEE FOR USTU654261 VA2
” 002344200 UST FREEMAN OR . SC2309-002 0000043732 MAY 10.03 MAY10.03  LATE FEE FOR USTU631ULY ﬁl_:ﬂ
D0234421) UST FREEMAN OR SC2309-003 0000043732 MAY 10,03 MAY10.03  LATEFEE FOR UST0606742 {.52
DO234421)  UST FREEMAN OR w.ﬁwwoc(cc.._ 000004373 MAY10.03 MAYI10.05  [LATE FEE FOR UST0581320 0.3
i 002344211 LIST FREEMAN OR SC2309-003 Occcouw‘www MAY 10,035 MAY1003  LATE FEE FOR UST0336893 132
i 002344211 ST FREENMAN OR SC2309-006 0000043732 MAY 10,05 MAYI10.03 [ ATE FEE FOR UST0326431 132
0023442 LIST FREEMAN OR SC2309-007 0000043732 MAY10.03 MAYI005 L ATE FEE FOR UST0300214 (.52
002344200 UST FREEMAN OR SC2309-008 0000043732 MAY10.05 MAYI0.05 | ATE FEE FOR UST0467889 _ 132
002344211 usr FREEMAN OR SC2510-001 0000043732 JUINOY.0S JUNO9 05 LATE FEE FOR USTO634261 R 132
00234420 FREEMAN OR SC2510-002 0000043732 JUNO09.05 JUNO9.03 LATE FEE FOR UST0631019 )32
DD2344211 FRUEMAN OR SC2510-003 0000043732 JUNO9.05 JUNO9.03 LATE FEE FOR USToo06742 .52
DO2344210) REEMAN OR ) SC2310-004 0000043732 JUN0Y.05 JUNG9.05 LATE FEE FOR USTOS81320 152
| 00234421) FREEMAN OR SC2510-005 0000043732 JUNOY.03 JUNO9.OS. LATE FEE FOR USTO336893 . 132
002344211 FRELEMAN OR SC2310-006 0noo043732 JUNO09.03 JUNGY 03 LATE FEE FOR USTU326431 132
04234420 FREEMAN OR SC2310-007 0000043732 JUING9.03 JUNO9.03 LATE FEE FOR USTO300214 152
: 00234421 FREEMAN OR SC2510-008 0000043732 JUINOY,05 JUNGY,03 LATE FEE FOR USTO467884 132
' DO234-421 FREEMAN OR UST0676391 0000043732 SEP30.05 OCT30.05 U'GROUND TANK FFE TANKSFYO L0000
002344211 FREEMAN OR US1T0702372 .o:ccc.f\\ SEP30.00 QCT30.06 U'GROUIND TANK FEE TANKS EYO _:E
, TOTAL ACCOUNT: 00234420 1.780.65
i FREEMAN VICKIE
488031 UNCO UNO7
DOESSOSTE UIST FREEMAN VICKIE LISTO444440 0000068421 SEP30.96 OCT30.96 U'GROUND TANK FEE TANKSFYY 1000
VD8R035 UsT FREEMAN VICKIE USTO444441 0000068421 SEP30,96 OCT30.96 U'GROUND TANK FEL TANKS FY9 1010 .00
00188050 UsT FREEMAN VICKIE USTO4442 0000068421 SEP30,96 OCT30.96 U'GROUND TANK FEE TANKSFY9 100.00
: V01880511 LIS FREEMAN VICKIE VUSTO444443 0000068421 SEP30.96 QCT30.96 U'GROUND TANK FEE TANKS: Y'Y 1G0.00
DUASSOSUT ST FREEMAN VICKIE USTOS44444 0000068421 SEP30,96 OCT30.96  'GROUND TANK FEE TANKS FY9 LU0 00
OO88OSLI usT FREEMAN VICKIE USTOL44445 0000068421 SEP30.96 QCT30.96 U'GROUND TANK FEE TANKS:FY9 10000
O488051 UIST FREEMAN VICKIE USTO444446 0000068421 SEP30,96 OCT30.96 U'GROUND TANK FEE TANKS FY'$ 3000
BO48803LT IS FREENAN VICKIE USTO444447 0000068421 SEP30,96 QCT130.96 U'GROUND TANK FEF TANKS FYS .».E
, TOTAL ACCOUNT: 0048803 760.00
FRESHINC DBA PRINCE
24000027 R
24000027 DCR FRESH INC DBA PRINCE ) DCRONG0346 105090195 JAN31.08 MAROTL.OS DRY CLEAN REG FEE FY o802 G2.50
5.5304




Buddy Garcia. Chairman
Larry R. Soward, Commissioner
Bryan W. Shaw. Ph.D.. Comnmissioner

Glenn Shankle. Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proiecting Texas by Reducing and Preventing Paollution

April 03, 2008

CHIEF APPRAISER
BRAZORIA COUNTY APPRAISAL DISTRICT

500 N CHENANGO ST
ANGLETON TX 77515

This letter is to inform you thal a Use Determination Application has been filed by:
FREEPORT ENERGY CENTER LP
for:

FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT TX 77451-

This facility is located in BRAZORIA County.

A complete copy of the application is included with this Jetter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11994. Please contact the Tax
Relief for Pollution Control Property Program at (512) 239-3100 if you have any questions.

Sincerely,
Y e,
oy ,f/ ‘ S

,.,.”C;’i,.-.l /L(’{’ S

Ron Hatlett
Tax Relief for Pollution Control Property Program

- - . om0 =1 A0 T s Bvderimt adcdreces weweas domer elale 1y 1<




Buddy Garcia. Chairman

Larry R. Soward, Commissioner
Bryan W. Shaw. Ph.D.. Commissioncr
Gilenn Shankle. Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Redueing and Preventing Pollurion

April 8,2008

CALPINE/DOW

JUSTIN HYLAND/LEO SCHERRER
717 TEXAS AVE

HOUSTON TX 77002 -

This letter is to inform you that on 4/8/2008, Use Determination Application, 07-11994 (self
assigned tracking number ), was declared to be administratively complete. This application was

filed for the following facility:

FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT TX 77451

The next step in the Use Determination Application process is the technical review of the
application. If this is a Tier I, TI, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response is not counted in
determinating the length of the technical review .The TCEQ will notify you afler the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application 1o the BRAZORIA County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 1f you

have any questions.

Sincerely,

- J o
[/ /’)__ fomZ

wk"! ‘(/,‘\../' ‘l\»’_._’:f,-//’

Ron Hatlett

Tax Relief for Pollution Contro] Property Program




Buddy Garcia, Chairman

Larry R. Soward, Commissioner
Bryan W. Shaw, Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proiecting Texas by Reducing and Preventing Pollution
May 1, 2008

CHIEF APPRAISER

BRAZORIA COUNTY APPRAISAL DISTRICT
500 N CHENANGO ST

ANGLETON, TX 77515

This Jetter is to inform you that on 5/1/2008. a final determination was issued with regard to Use

Determination application 07-11994, filed by:

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT, TX 77451

A copy of the use determination is included with this letter, House Bill 3121, enacted during the
77th Legislature Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 days of receipt of the
use determination. Should you choose to appeal the use determination. please submit a copy of
your appeal 1o the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the COIMINISSion.

In order 1o qualify for a tax exemption, the applicant must file an exemption request with your
appraisal district. This exemption request must be accompanied by a copy of the positive use
determination issued by the TCEQ. If you have any guestions regarding this Use Determination
or the appeals process. please call me at 512/239-3100.

Sincerely.

—

Dawvid Greer
Team Leader. Pollution Prevention




Buddy Garcia, Chairman

Larry R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle, Execuiive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prorecting Texas by Reducing and Preventing Poltution

May 1. 2008

CALPINE/DOW

JUSTIN HYLAND/LEO SCHERRER
717 TEXAS AVE

HOUSTON, TX 77002

This letter is to inform you that on 5/1/2008, the technical review of Use Determination
Application 07-11994 was completed. This application is for:

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT, TX 77451

The use determination is included with this letter. In order to request an exemption, a copy of this Use
Determination, along with a completed exemption reques form #50-248 (can be found al
www, cpa. state.tx.us), must be provided to the Chief Appraiser of the appropriate appraisal district. This
request must be made by April 30.

House Bill 3127, enacted during the 77th Legislative Session, established a process for appealing a use
determination. - The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant to | 7.25(a)(1), an appeal must be filed within 20 days of
receipt of the use determination. Should you choose to appeal the use determination. please submit a
copy of vour appeal to the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission.

If vou have any questions or require any additional information. please contact the Tax Relief for

Pollution Control Properts Program at (512) 239-3100.

Si noerel‘\)-‘.
S

David Greer
Team Leader. Pollution Prevention

L emam e gas a0 . £17.720. 1000 ¢ Internel address www 1een state L us




Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Cammissioner
Glenn Shankle, Execurive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Delermination Application,
07-11994. filed by: '

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT TX 77451

The pollution control property/project listed in the Use Determination Application is:

This facility has thermally efficient heat recovery steam generators (HRSGs) and steam
turbines. This application is a Tier IV application seeking a partial use determination for
the HRSGs and the enhanced steam turbines.

The outcome of the review is:

A 100% positive use determination for the Heat Recovery Steam Generators. This
equipment is ¢onsidered to be pollution contro] equipment and was installed to meet or

exceed federal or state regulations.

A negative determination is issued for the steam turbines. The use of the steam turbines
does not provide an environmental benefit at the site. The steam turbines are not

considered to be pollution control equipment,

2 e L Fe S
Daﬂf/ |

Executive Director




TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App. No.:  07-119%4 Review Start Date: 4/8/2008

Company Name: FREEPORT ENERGY CENTER LP
Facility Name: FREEPORT ENERGY CENTER LP

County: BRAZORIA Outstanding Fees: N ‘ |
Batch/Voucher Number:B500289 . |

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2008

TIER LEVEL
What Tier is this application? The application was filed as a Tier IV application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier IV.
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has thermally efficient heat recovery steam generators (HRSGs) and steam turbines.
This application is a Tier IV application seeking a partial use determination for the HRSGs and

the enhanced steam turbines.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided. and the purpose of the property was lisied.
The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5 Box 6(IV) Y Box 10(II1) Box 12(I) Box 13( 1I)

PART B DECISION FLOWCHART (17.15(b))
Mark the appropriate boxes: Box 1Y Box2 Y Box3 Y

Describe how the property flowed through the Decision Flowchart:
Since the property is listed on Part B of the Equipment & Categories List this property leaves the

Decision Flow Chart at Box 6. 1t passes through Box 1 of the Part B Decision Flow Chart with a
woemmm——yes-gmswer—The use-of thisproperty-at-a-combined-cyclep lant-as-opposed-o-having-a-simple-—




cycle plant, provides an environmental benefit of reduced NOx emissions at the site. So there is a
Yes answer for Box 2, Since there is a reduction in NOx emissions there is an environmental rule
which is being met so there is a yes answer to Box 3. The steam turbine passes through Box 1 on
the Parl B Decision Flow Chart with a yes answer. Since the use of the steam turbine does not

provide an environmental benefit at the site a no answer is the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER III or TV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is outcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 1994? Is all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became 1axable
for the first time after January 1, 1994. All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section. If the application

was not technically complete then:

Provide the language to be used in the’Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letier:

Summarize the second NOD response:

Provide the language used in the thied NOD Jetter:

Summarize the third NOD response:

FINAL DETERMINATION

If the property description has been summarized enter the detailed property description:

This facility has thermally efficient heat recovery steam generators ( HRSGs) and steam turbines.




This application is a Tier IV application seeking a partial use determination for the HRSGs and
the enhanced steam turbines.

Provide the reason for your final determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the maost appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.
A negative determination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an environmental benefit at the site.

Provide the language for the final determination.

A positive use determination of 100% for the Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmental benefit at the site. The steam turbine is not considered to be pollution control

equipment.

Highlight the required signatures and establish the appropriate due dates.

Reviewed: .//C)M /,‘/166/' Date Signed: 5 / 40

Peer Reviewed: 5{4 Cys T /v‘:z‘xrfw’ Date Signed:

Team Leader: bj& Date Signed: 5 // / 07/

Section Manager: % Date Signed: MAY 1 7008

Division Dlrector/d

Date Signed:  BifY 1 200




Executive Director’s Exhibit 6

Navasota: Application and Use Determination Documents



TEXAS
COMMISEION
ON ENVIRONMENTAL
QUALITY

TExAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USED ETERMINATION IR OMAY 23 AM & U3

FOR POLLUTION CONTROL PROPERTY
| CHIEF CLERKS OFFICE

The TCEQ has Lhe responsibility to delermine whether u propeity is a polittion control property. A person seeking a use determination foi
property mug complete the attached application of use a copy or similar reproduction. For assistance in compleling this form
refer Lo the T CEQ guidelines document, Property Tax Lxemptions for Pollution Contral Properiy, as well as 30T AC §17, rules goveming this
program. For additional assistance please contuct the Tax Reliel for Polliion Control Property Program at (512) 239-3100. The application

should be compleled and mailed, along with a complete copy and appropriate {ec, to: TCEQ MC-214, Cashiers Office, P.O. Box 13088, Austin,
Texas 7871 1-3088.
1. GENERAL INFORMATION

A. What is the type of ownership of this facility?

pollilion contio}

('] Corporation .- Sole Proprietor
LJ Partnership o Utility
W Limited Partnership — Other

B. Size of company: Number of Employees
M 11099 1,000 to 1,999
1100 10 499 2,000 to 4,999
L1500 to 999 _..-5,000 or more

C. Business Description: Electricity Manufacturing (SIC 4911)

2. TYPE OF APPLICATION
[~ Tier 1$150 Application Fee & Tier III $2,500 Application Fee

|- Tier I $1,000 Application Fee ¥ Tier IV $500 Application Fee

| p—

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the applicaton to cover the required fee.

3. NAME OF APPLICANT
A. Company Name: Navasota Wharton Energy Partners LP

B. Mailing Address (Street or P.O. Box): 403 Corporate Woods
C.City, State, ZIP:_Magoolia, TX 77354
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION

A. Name of facility: Colorado Bend '

B. Type of Mfg Process or Service: Electricity Manufacturing (S1C 4917)

C. Street Address: 3821 S. State Hwy 60

D. City, State, ZIP: Wharton, TX 77488

E. Tracking Number Assigned by Applicant: DPCOBend B

F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

A. Name of Ap])raisa'] District: ~ Wharton
B. Appraisal District Account Number:  10258-000-000-00: 10-20500000-0200-
67099; 20063-000-055-00

Texas Relief for Poliution Control Property Application
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6. CONTACT NAME (must be provided)

A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individual to Contact: Greg Maxim

C. Mailing Address: 919 Congress Ave. . Suite 1450

D. City, State, ZIP: Austin, TX 78701

E. Telephone number and fax number:  (512) 671-5580 Fax (512) 671-5501
F. E-Mail address (if available): gregory. maxim@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each item is detailed with the proper statute, regulation,
or environmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Background

The Colorado Bend Energy Center (the “Facility””), owned by Navasota Wharton
Energy Partners LP, is a combined cycle natural-gas fired power plant located in
Wharton, Wharton County, Texas. The Facility is intended to have a total capacity
of 825 Mw, built in three phases. Phase has a capacity of 275 Mw and was
completed in June of 2007. Phase 2, currently under construction, is to be
completed in June of 2008 and will also have a 275 Mw capacity. Each phase
consists of 2 GE 7-EA combustion turbine units utilizing the GE Dry Low NOx
combustion control system technology, 2 heat recovery steam generating (HRSG)
units, and one steam turbine unit. The Facility utilizes a cooling tower within the
circulating water system for condenser cooling water needs and condensate return

purposes.

Overview of Combined Cvycle Technology

The Facility consists of a combined-cycle gas turbine power plant with gas
Combustion Turbines ("CTs") equipped with heat recovery steam generators to
capture heat from the gas turbine exhaust. Steam produced in the heat recovery
steamn generators powers a steam turbine generator(s) to produce additional electric
power. Use of the otherwise wasted heal in the turbine exhaust gas results in higher
plant thermal efficiency compared to other combustion technologies. Combined-
cycle plants currently entering service can convert approximately 50% of the
chemical energy of natural gas into electricity (HHYV basis).

The Rankine cycle is a thermodynarmic cycle that converis heat from an external
source into work. In a Rankine cycle, external heat from an outside source is
provided to a fluid in a closed-loop system. This fluid, once pr essurized. converts
the heat into work output using a turbine. The fluid most often used in a Rankine
cycle is waler (steam) due to its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Without pressure reaching super critical the temperature range the

Texas Relief for Pollution Control Property Application
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Rankine cycle can operate over is quile small, turbine entry temperatures are
typically 565°C (the creep limit of stainless steel) and condenser temperatures are
around 30°C. This gives a theoretical Carnot efficiency of around 63% compared
with an actual efficiency of 42% for a modern coal-fired power station. This low
turbine entry temperature (compared with a gas turbine) 1s why the Rankine cycle is
often used as a bottoming cycle in combined cycle gas turbine power stations.

The Brayton cycle is a constant pressure thermodynamic cycle that converts heat
from combustion into work. A Braylon engine, as it applies {0 a gas turbine system,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, cylinder, or turbine. A Braylon
engine forms half of a combined cycle system, which combines with a Rankine
engine to further increase overall efficiency. Cogeneration systems typically make
use of the waste heat from Brayton engines, typically for hot water production or

space heating.

By. combining both gas and steam cycles, high input temperatures and low output
temperatures can be achieved. The efficiency of the cycles are additive, because
they are powered by the same fuel source. A combined-cycle plant has a
thermodynamic cycle that operates between the gas turbine's high firing temperature
and the waste heat temperature from the condensers of the steam cycle. This large
range means that the Carnot efficiency of the cycle is high. The actual efficiency,
while lower than this is still higher than that of either plant on its own. The thermal
efficiency of 2 combined-cycle power plant is the net power output of the plant
divided by the heating value of the fuel. If the plant produces only electricity,
efficiencies of up to 59% can be achieved.

A single-train combined-cycle plant consists of one gas turbine generator, a heat
recovery steam generator (HSRG) and a steam turbine generator (*1 x 17
configuration). As an example, an “FA-class” combustion turbine, the most
common technology in use for large combined-cycle plants within the state of Texas
and other locations throughout the United States, represents a plant with
approximately 270 megawatts of capacity.

See Figure ] — Standard Combined-Cycle Configuration, below.

1t is common to find combined-cycle plants using two or even three gas turbine
generators and heal recovery steam generators feeding a single, proportionally larger
steam turbine generator. Larger plant sizes result in econonues of scale for
construction and operation, and designs using multiple combustion turbines provide
improved part-load efficiency. A 2x ] configuration using FA-class technology
will produce about 540 megawatls of capacity at International Organization for
Standardization ("ISO") conditions. 1SO references ambient conditions at 14.7 psia,
59 F, and 60% relative humidity.

Because of high thermal efficiency, high reliability, and low air emissions,

Texas Relief for Poliution Control Property Application
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combined-cycle gas turbines have been the new resource of choice for bulk power
generation for well over a decade. Other attractive features include significant
operational flexibility, the availability of relatively inexpensive power augmentation
for peak period operation and relatively low carbon dioxide production,
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FIGURE 1 - Standard Combined-Cycle Configuration (1)
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As an example, consider a gas turbine cycle that has an efficiency of 40%, which 1s
a representative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cycle efficiency would be 58%, which is a
very large increase over either of the two simple cycles. Some representative
efficiencies and power outputs for different cycles are shown in Figure 2 -
Comparison of Efficiency and Power Output of Various Power Products, below.
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FIGURE 2 - Comparison of efficiency and power output of various
power products [Bartol (1997)] (2)

Current Regulatory Authority for Qutput-Based Emissions

Innovative power technologies such as combined-cycle technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environment, Currently, two thirds of the fuel burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. power plants are more than 50 years old. In addition, these facilities are the
leading contributors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2"), and other contaminants into the air and water.

The ability to recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of combined-cycle technology is achieved through
the use of Output-Based emissions standards, incorporated since September 1998
within the U.S. EPA’s new source performance standards (“NSPS”) for NOx, from
both new utility boilers and new industrial boilers. Pursuant to section 407(c) of the
Clean Air Actin subpart Da (Electric Utility Steam Generating Units) and subpart
Db (Industrial-Commercial-Institutional Steam Generating Units) of 40 CFR part
60, the U.S. EPA revised the NOx emissions limits for steam generating units for
which construction, modification, or reconstruction commenced after July 9, 1997
(3). Outpui-Based regulations are also exemplified by those used in the U.S. EPA’s
NOx Cap and Trade Program for the NOx State Implementation Plan (“SIP”) Call
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of 1998, which uses units of measure such as Ib/MWh generated or 1b concentration
("ppm"), which relate to the emissions to the productive output - electrical
generation of the process.(4)

The use of innovative technologies such as combined-cycle units reduces fossil fuel
use and leads to multi-media reductions in the environmental impacts of the
production, processing transportation, and combustion of fossil fuels. In addition,
reducing fossil fuel combustion is a pollution prevention measure that reduces
emissions of all products of combustion, not just the target pollutant (currently
NOx) of a federal regulatory program.

Authority to Expand Pollution Control Equipment & Categories in Texas

Under Texas House Bill 3732 (“HB3732”) enacted in 2007, Section 11.31 of the
Texas Tax Code is amended to add certain plant equipment and systems to the
current list of air, water, or land pollution control devices exempt from property
taxation in Texas.

Specifically, the language reads as follows:

SECTION 4. Section 11.31, Tax Code, is amended by adding Subsections (k), (1), and (m) to read as
Jollows:
(k) The Texas Commission on Environmental Quality shall adopt rules establishing o nonexclusive list
of facilities, devices, or methods for the control of air, water, or land pollution, which must include:
(1} coal cleaning or refining facilities;
(2) atmospheric or pressurized and bubbling or circulating fluidized bed combustion systems and
gasification fluidized bed combustion combined-cycle sysiems;
(3) ultra-supercritical pulverized coal boilers;
(4) flue gas recirculation components;
(5) svngas purification svstems and gas-cleanup units;
(6) enhanced heat recovery systems;
(7) exhaust heat recovery boilers;
(8) heat recovery steam generators;
(9) superheaters and evaporators;
(10) enhanced steam turbine sysiems;
(11) methanation;
(12) coal combustion or gasification byproduct and coproduct handling, storage, or treatment
facilities; '
(13) biomass cofiring storage. distribition, and firing svsiems,
(14) coal cleaning or drying processes, such as coal drying/moisture reduction, air jigging,
precombusiion decarbonization, and coal flow balancing technology, A
(15) oxv-fuel combustion iechnology, amine or chilled ammonia scrubbing, fuel or emission
conversion through the use of catalvsts, enhanced scrubbing technology, modified combustion
technology such as chemical looping, and crvogenic technologr;
(16) if the United States Environmental Protection Agency adopts a final rule or regitlation regutaiing
carbon dioxide as a poltutant, proper(y that is used, constructed, acquired, or installed whally or

- partly to capture carbon dioxide from an anthropogenic source in this state that is geologically
sequesiered in this state;
(17) fiel cells generating electricity using hvdrogen derived from coal, biomass, petroleum coke, or
solid wasie; and
(18) any other equipment designed to prevent, capture, abate, or monilor nitrogen oxides, volatile
organic compounds, particulaie maiter, mercury, carbon monoxide, or any criteria pollutant.
(1) The Texas Commisston on Environmental Quality by rule shall updaie the list adopied under
Subsection (k) at least once every three vears. An item may be removed from the list if the commission
finds compelling evidence io support the conclusion that the item does not provide pollution control
henefits.
(m) Nonwithstanding the other provisions of this section, if the facility, device, or method for the
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control of air, waler, or land pollution described in an application for an exemption under this section
is a facility, device, or method included on the list adopted under Subsection (k). the executive direcior
of the Texas Commission on Environmenial Quality, not later than the 30th day afier the date of
receipt of the information required by Subsections (¢)(2) and (3) and without regard 1o whether the
information required by Subsection (c)(1) has been submitied, shall determine that the fucilily, device,
or method described in the application is used wholly or partly as a facility, device, or method for the
control of air, waler, or land pollution and shall iake the actions that are required hy Subsection (d) in

the eveni such a determination is made.

Under the TCEQ’s recently updated “Tax Relief for Pollution Control Property —
Application Instructions and Equipment and Categories List — Effective January
2008”, the Equipment and Categories List - Part B ("ECL Part B") is a list of the
pollution control property categories adopted and set forth in TTC Sec. 26.045(1).
The taxpayer is to supply a pollution control percentage for the equipment listed n
Parl B via calculations demonstrating pollution control, prevention and/or
reductions achieved by the listed equipment or systems.

The following property descriptions outline the environmental purpose, including
the anticipated environmental benefit of pollution control additions considered
under the Application Instructions’ ECL Part B that have been constructed and
placed into use at the F acility as of its placed-in-service date, or installed subsequent

10 in-service since 1994:
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Propertyv Descriptions

Item #1 & 3 Combined-Cycle Gas Turbine Plant Heat Recovery Steam
Generator (“HRSG”) and Support Systems Tier I'V B-8

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Ulility Steam
Generating Units and Industrial-Commercial-Institutional Steam Generating Unils
Jor New Source Performance Standards (“"NSPS ”).

TAC Rule 106.512, Standard Permii jor Electric Generating Units (EGU)

NOTE: Permits issued under Texas Clean Air Act’s Health & Safety Code Sections 382.011, applies
10 all electric generating units that emit air contaminants, regardless of size, and it is (o reflect Best
Available Control Technology ("BACT”) for electric generating units on an output basis in pounds
of NOx per megawall hour, adjusted 1o reflect a simple cycle power plant.

The heat recovery steam generator ("HRSG") found in the Facility is a heat
exchanger that recovers heat from a hot gas stream. It produces steam that can be
used in a process or used to drive a steam turbine. A common application for an
HRSG is in a combined-cycle power station, where hot exhaust from a gas turbine is
fed to an HRSG to generate steam which in turn drives a sieam turbine. This
combination produces electricity in a more thermally efficient manner than either

the gas turbine or steam turbine alone.

The Facility’s HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section. The reheat and IP sections are separate circuits
inside the HRSG. The IP steam partly feeds the reheat section. Each section has a
steam drum and an evaporator section where water is converted to steam. This
steam then passes through superheaters to raise the temperature and pressure past
the saturation point. '

Itemn #2 & 4 Steam Turbine and Support Systems Tier I'V B-10

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Unils and Industrial-Commercial-Institutional Steam Generating Units
for New Source Performance Standards ("NSPS”).

TAC Rule 106.512, Standard Permit for Electric Generating Unils (EGU)

NOTE: Permits issued under Texas Clean Air Act's Health & Safety Code Sections 382.011, applies

10 all electric generating units that emir air contaminants, regardless of size, and it is 1o reflect Best

Available Control Technology (“"BACT”) for electric generating unils on an outpul hasis in pounds

of NOx per megawall hour, adjusted to reflect a simple cvele power plant.

The steam turbine(s) found in the Facility operate on the Rankine cycle m

combination with the Brayton cycle, as described above. Steam created in the

Facility HRSG(s) from waste heat that would have otherwise been Jost Lo the

atmosphere enters the steamn turbine via a throttle valve, where it powers the turbine
Texas Reliel for Poliution Control Property Application
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and connecled generator to make electricity. Use of HRSG/Steam Turbine System
combination provides the Facility with an overall efficiency of greater than 50%.
Steam turbine systems similar to the Facility’s have a history of achieving up to
95% availability on an annual basis and can operate for more than a year between
shutdown for maintenance and inspections. (5)

Pollution Control Percentage Calculation: Avoided Emissions Approach

To calculate the percentage of the equipment or category deemed 1o be pollution
control equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between a conventional power generation
system and the combined-cycle system at the Facility. Specifically, the percentage
is determined by calculating the displacement of emissions associated with the
Facility’s thermal output and subtracting these emissions from a baseline emission
rate. These displaced emissions are emissions that would have been generated by
the same thermal output from a conventional system.

Greater energy efficiency reduces all air contaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes include combined-
cycle operation and combined heat and power ("CHP") generation. For electric
generation the energy efficiency of the process expressed in terms of millions of
British thermal units ("MMBTU's") per Megawatt-hour. Lower fuel consumption
associated with increased fuel conversion efficiency reduces emissions across the
board — that is NOx, SOx, particulate matter, hazardous air pollutants, and
greenhouse gas emissions such as COZ2.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facilities and “Greenfield” power and heat generation
facilities. We looked at the various fossil fuel technologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchmarked
this conventional generation to the subject natural gas-fired combined cycle
generator at the Facility. By doing so, we narrowed the heat rate factors as much as
possible 1o be conservative and uniform in modeling. The benchmark heat rate

factor is the following:
Natural Gas fuel-fired Steam Generator: 10,490 BTU’s/kWh

This baseline heat rate purposely omits other fossil fuel sources in order to eliminate
impurity type characteristics, which in turn eliminated the NOx emission and cost of
control differences of cach fossi] fuel and generator type. Comparing the emissions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful energy output. For the purpose of our calculations, we
converted all the energy output to units of MWh (] MWh = 3.413 MMBTU), and
compared the total emission rate to the baseline facility.

The comparison sieps to calculate the NOx reduction is as follows:
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Calculation (Reference Schedule A)

Step 1 — Subject Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MMBTU)) X (Heat Rate (Btuw/kWh)) /(1,000,000 Btu/ 1,000 kWh) =
Output: (Ibs NOx/MWh),

Step 2 — Subject Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MWh) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hrs/day)) / 2,000 lbs = Output: (NOx Tons/Year)

Step 3 — Baseline Output-Based Limit Calculation (Ibs NOx / MWh)

(Input-based Limit (Ibs NOx/MWh)) X (Heat Rate (Btu/kWh)) /(1,000,000 Btu / 1,000 kWh) =
Output: (Ibs NOx/MWh)

Step 4 — Baseline Output Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMBtu) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X
(24 hrs/day)) / 2,000 lbs = Output: (NOx Tons/Y ear)

Step 5 — Percent NOx Reduction Calculation

((Output Baseline)yep 4 - (Output Subject))sep2 / (Output Subject) siep2 = % Reduction Output Subject
Ste.p 6 — Percent Exempt Calculation

(Total Subject Facility Cost) X (% NOx Redubtion) = Capital Cost of NOx Avoidance

Step 7 — Percent Exempt Calculation

Total Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
B 1{% Exempl is greater than 100% HB 3732 Equipment is ] 00% Exempt
B 1{% Exempt is less than 100% then HB 3732 Equipment is partially exempt af

the Step 6 calculation.

NOTE: See the attached calculation sheet for the details regarding Facility-specific calculations and
property lax exemption percentage results based upon these calculations.
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9, PARTIAL PERCENTAGE CALCULATION
N/A.

- 10. PROPERTY CATEGORIES AND COSTS

See attached Schedule 10.
11. EMISSION REDUCTION INCENTIVE GRANT

Will an application for an Emission Reduction Incentive Grant be on file for this
property/project:

[]Yes [X] No
12. APPLICATION DEFICIENCIES

After an initial review of the application, the TCEQ may determine that the
information provided with the application is not sufficient to make a use
determination. The TCEQ may send a notice of deficiency, requesting additional
information that must be provided within 30 days of written notice.

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, yoy certify that this information is true to the best of your

knowledge and belief.

v (ST é;\_: . DATE: 012/4}/ 2y
TITLE: “~TSirector

COMPANY: Duff and Phelps LLC

Under Texas Penal Code, Section 37.10, if you make a false statement on this
application, you could receive a jail term of up to one year and a fine up to $2,000, or
a prison term of two to 10 years and a fine of up to §5,000.

14. DELINQUENT FEE/PENALTY PROTOCOL

This form will not be processed until all delinquent fees and/or penalties owed to the
TCEQ or the Office of the Attorney General on behalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penalty Protocol. (Effective 9/1/2006)
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Navasots Wharton Energy Partners Lr

ColoradoBend Energy Center- Phasel - -
Scliedule A< 2008 Thermal Efficiency Calculation -

Subject Details:
Average Heal Rute ™V
NOx Ennssions ¥
Phant Cupacny

Capacity Factor ™

7,746 (BukWh)
168.0 Tons / year
275 MW
100.00%
Combinet Cyele
$109,290,979
830,636,012

Technology *'
Folnl Subject Fucility Cost
Touwl Cost of Tier 1V Equipment ™

Buseline Detuils:

Averige Heat Rae

) 10,490 Bu/kWh

Teehnology Steani Turbine

CLSTEPT

Subject Outpist-Bnscd Limit Caloulatioi (Ihs NOx /MW 5

Input-hased Limit Heat Rute , l:;ll‘ln)%ﬂ(;:]\;;-xus::n;\ B
NOX < W MO =
(ths NOX/MNBiu) (tu/i Wh) oo iy

1,000 0.1533

Qutput-hased Limil
(s NOX/N Wh)

00198 7,746

it Conversions
Unit Conversions OulpuINOx

Outpui-bsed Limit (lhs . : .

) X Capucity (MW) A Capacity Factor X (365 duys * 24 = . L,

NOx/NWh) Hours / 2,000 Ihs) (Tons/Year)
G.1533 275 100,00% 4 168.0

. STEP3

Blisi'iinu; Oliillllt;llnscll Limit Calculation (Ibs NO:‘ ] MWII) o

Unit Conversions
Outpui-based Limit

lnput-hased Limit Hent Rate

o ) X . / (1,000,000 Btu/ = 3

(Ihs NOx/MM Btu) (Btu/kWh) 1000 KWh) (Ihs NOX/NMWh)
0.0198 10490 1,000 0.2077

— o STEPS .

< Baseline Output Conversion Caleulation (NOX Tons / Yenr) L

Unit versions
nit Conversions Ouiput NO

Ou"m':;:::::\t::m (Ibs X Cupacity (MW) Y Capacity Fuctor X (365 days * 24 = Funs/y:
h Tours / 2,000 1bs) (Tuons/¥eur)
0.2077 275 100.00% 4 228.5
SR STEPES T
-5 " Percent NOx Reduction Coleulntion
{ Qutput Baseline - Quiput Subject ) ! Qutput Subjeet = % NOx Reduclion
228.5 ’ 168.6 168.6 35.5%

. STEPG. . -
.. Percent Exempt Caleulation

. Cupital Cost of
Tutal Subjeet Unit Cust N % NOx Reduction = ,“’“ ! (;uﬂ °
NO» Avoidnnee

§169,296,979 35.5% S60,100.428

" Pereent Excript Cotculation ™= .

. Total Cost of 1B .
Tutal Cost of NOx Avoidance I ;_';3‘;' l;('-’(:):li[:’mcn( = . % Exempl

SO0, 110,428 $36.636,012 16d.0%

[ Caonchude I 1% |

(1) - Hea rine sepresents plant performinee test heat rale (HI1Y) and wirs provided by the client
sion permit linul in tons per year provided by the chent

2) - NO», emissions is the NOX pollutant en
(3) - Plant cap: g nomimal
{4) - Capacny actor is the maximunt oper
hnology represents the actual lechnology of the subject

~“Towl subject lucility cost represents the total cost o build the entire facibity and 1t wans determined based on data provided by the client
~Towl Tier IV equipment was determined by allocating the ehipible TCEQ ECL part 13 cquipment and ther associated cos! [rom actual

acity and was provided by the client

15 the avers
ng level allowed uncter the ennssions pernnt provided by the client

=3

data provide by the ehent
(§) - Baschine heat rate was pubhished by the Energy Information Admanistration {"EIA")
(95 - Basehne technology represents the eelmology tha the subjeet would have repliced ab the lime of the subjecis consiruction




l\masuln Wharton Encrgy Partners LP -

Colnrndn Bend Energy Center - Phase I
Schedulc A - 2008 Thermia) Efficiency Calculation

Subjeet Detuils:

Averuge Hea Rae” 7,746 (Bl Wh)

NO». Enmssions ? 168.6 Tons / year

i 275 MW
H00.00%

Combined Cycle

Plant Gapacy
Capacity Factor i
“Jechnology 4

Totut Subject Fueility Cast SH2 042,822
Total Cost of Tier IV Egquipmient m §52,404,614

Baseline Detuils:

Averuge Heat Rate ™ 10,490 Bu/kWh

Technology ™! Stenm Turbine

& -Suhjnéi 0ﬁ|nul-[luml leh Cuh:ulnlmn (lhs N()\ / M\\'ln)

Unit Conversions

topui-bused Limh Heat Rme Outpyi-hased Limit
o N , / (1,000,000 Biu/ = "

(Ihs NOX/NMBIu) (Blu/k\h) 1000 kWh) (ths NOX/MWh)
0.0198 7,746 1,000 01533

-;‘iuhjncl Onlpul Cnnwrnmu (nlculu!mn {NOx Tons

Unit Conversions

0""’"':(';'::::‘5::;"[ (lbs \ Capacity (MW) X Cupaeity Fnetor (365 dnys * 24
R Hours /2,000 Ibs)
0.1533 275 100.00% 4

STEP3

l}xm.'hnc Output-Based Linit Caleulntion (HN NO\ ! M\\'h)‘

Unit Conversions

Input-based Limil ° Heal Rate Outpul-based Limit
' B , / (1,000,000 Bt/ = .
(ths NOS/MM Buu) (Blu/kWh) 1000 K¥h) (Ihs NOX/M Wh)
0.0198 10,490 1,000 0.2077

- STEP4

Bu:clmc Oulpul Conversion Caleulation (N()\ Tons /. \'cnr) (3

Unit Conversions

~based Limi L . .
Ouinu;'gl:;:l \1\:‘1";"1 (tbs by Cupacity (MW) A Capucity Factor x (365 dnys * 24
: Hours / 2,800 bs)
0.2077 275 100.00% 4

I’crccul NO Reiluction Cnlmlnllon

{ Qutpul Bascline - Output Subject ) / Ouwput Subjeet = % NOx Reduciion
2285 168.6 168.6 35.5%

" STEPG <.
Pcrccnt Excript Caleulation’

. “apital Cast
Total Subjeet Unit Cost X e NOx Reduction = ;8':'/1‘\';::;:{

S162,042,822 35.5% 857,525,202

e STERT. --

Pereent Exenipt Cteulntion -

Towl Cost of HB
. o8 \ Avoidanet / -
Total Cost of NOx Avoidanee 3732 Equipment

§57,525,202 $52.404,614 HY.K%%

[ Conclude v |

% Exempl

(17 - Heat rute sepresents the snhcipated heat rate (HHV) and was provided by the chent
(2) - NU» chissions is the NOx poliutant enussson persutinmt i tons per year provided by the client
(33 - Plam capaeny is the average nopnnal capaeny and wis provided by the client
(d) - Capacily factor ts tiwe imum operating level allowed under the enussions permit provided by the chent
- Technology repsesents the actunl iechnology of the subject
“Jotal subjeet fucibiy cost represents the 1otal cost o build the entire Jaciliny and it wis derermmed bised on dat provide by the chent

(73 Tow! Tier 1Y equipment was detcrmmed by allocatmg the ehgible TCEQ ECL part 15 equipment snd their associated cost from actual

datis provide by the chent
(8 - Baschne heal rle was published ln the Lnergy Information Adnumstation ("EIA")
(93 - Baselme technology represents the technology that the subjeet would have replaced al the e of the subiects construchon

Quiput NON
(Tons/Yewr)

168.0

Qutput NOx
(Tans/Yenr)

228.5




Buddy Garcia. Chairman

Lamry R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissioner
Glenn Shanlle. Execurive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preveniing Pollution

April 8, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

This letter is to inform you that on 4/8/2008, Use Determination Applibation, 07-11926 (self
assigned tracking number DPCOBEND2008B), was declared to be administratively complete.

This application was filed for the following facility:

COLORADO BEND
3821 S STATE HWY 60
WHARTON TX 77438

The next step in the Use Determination Application process is the technical review of the
application. 1 this is a Tier L, 1L, or ITI application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
iechnical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response is not counted 1in
determinating the length of the technical review The TCEQ will nolify you after the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application to the WHARTON County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 if you

have any questions.

Smcerely,

o~~~ .

7T YA

o VA L
A

:_"”‘Iﬁ_; ‘/ /:L' i
Ron Hatlett
Tax Reliefl for Pollution Contro] Property Program




Buddy Garcia. Chairman
Lamry R. Soward. Commissioner
Brvan W. Shaw. Ph.D.. Commissioner

Glenn Shankle. Exccuiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proiecting Texas by Reducing and Preventing Pollution

March 19, 2008

CHIEF APPRAISER
WHARTON COUNTY APPRAISAL DISTRICT

2407 1/2 N RICHMOND RD
WHARTON TX 77488

This letter is to inform you that a Use Determination Application has been filed by:

NAVASOTA WHARTON ENERGY PARTNERS LP

for:

COLORADO BEND
3821 S STATE HWY 60
WHARTON TX 77488-

Appraisal District Account Number: 10258-000-000-00

This facility is located in WHARTON County.

A complete copy of the application is included with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11926. Please contact the Tax
Relief for Pollution Control Property Program at (512) 239-3100 if you have any questions.

Sincerely,
r’_l r//'/ /"{/' !
Jle "{.'/.). e T
T
Ron Hatlett
Tax Relief for Pollution Control Property Program

Do B 13087 0 Anatin Texas TRT11-3087 « S12-230-1000 ¢ Internel address: www. lceg.state . us




Buddy Garcia, Chairman

Larry R. Soward, Commissioner
Bryan W. Shaw, Ph.D.. Commissioner
Glenn Shankle, Executive Direclor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
Mav 1. 2008

CHIEF APPRAISER

WHARTON COUNTY APPRAISAL DISTRICT
2407 1/2 N RICHMOND RD

WHARTON, TX 77488

This letler is to inform vou that on 5/1/2008, a final determination was issued with regard to Use
Delermination application 07-11926, filed by:

NAVASOTA WHARTON ENERGY PARTNERS LP
COLORADO BEND

3821 S STATE HWY 60

WHARTON, TX 77488

A copy of the use determination 1s mc]uded with this Jetter. House Bill 3121, enacted during the
77th Lemslatme Session, established a process for appealing a use deter mination. The Texas

Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(1). an appeal must be filed within 20 days of receip!t of the

use determination. Should you choose to appeal the use delermination. please submit a copy of
your appeal to the TCEQ Tax Relief for Pollution Contro] Property program at the time of filing
the appeal with the Chief Clerk of the commission.

In order to qualify for a lax exemption. the applicant must file an exemption request with vour
appraisal district. This exemption request must be accompanied by a copy of the positive use
determination issued by the TCEQ. I vou have any questions regarding this Use Determination

or the appeals process. please call me at 512/239-3100.

Sincerely,

\>WQ L

David Greer
Team Leader. Pollution Prevention




Buddy Garcia. Chairman

Larry R. Soward. Commissioner
Bryvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preveniing Pollution

May 1. 2008

DUFF & PHELPS LLC
GREG MAXIM

019 CONGRESS #1450
AUSTIN, TX 78701

This letter is to inform you that on 5/1/2008, the technical review of Use Determination
Application 07-11926 was completed. This application is for:

NAVASOTA WHARTON ENERGY PARTNERS LP
COLORADO BEND

3821 SSTATE HWY 60

WHARTON, TX 77488

The use determination is included with this letier. In order to request an exemption, a copy of this Use
Determination, along with a completed exemption request form #50-248 (can be found at
www,cpa.state. i.us), must be provided to the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30.

House Bill 3121, enacted during the 77th Legislative Session, established a process for appealing a use
determination. The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant to 17.25(a)(1). an appeal must be filed within 20 days of
receipl of the use determination. Should you choose to appeal the use determination, please submit a

copy of vour appeal to the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission.
If vou have any questions or require any additional information. please contact the Tax Reliel for

Pollution Control Property Program at (512) 239-3100.

Sincerely,

= 4

David Greer

Team Leader. Pollution Prevention

et B N e N N A X £ S (ORI oSS O Y T e




Buddy Garcia, Chairiman

Larry R. Soward, Commmissioner
Bryan W. Shaw, Ph.D.. Caommissioner
Glenn Shankle, Executive Direcior

TEXAS COMMISSION ON ENV IRONMENTAL QUALITY

Proteciing Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11926, filed by:

NAVASOTA WHARTON ENERGY PARTNERS LP

COLORADO BEND
3821 SSTATE HWY 60
WHARTON TX 77488

The pollution contro] property/project listed in the Use Determination Application is:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two
steam turbines. This application is a Tier IV application seeking a partial use
determination for the HRSGs and the enhanced steam turbines.

" The outcome of the review 1s:

A 100% positive use determination for the four Heat Recovery Steam Generators: This
equipment is considered to be pollution control equipment and was installed to meet or

exceed federal or state regulations.
A negative determination is issued for the two steam turbines. The use of the steam
turbines does nof provide an environmental benefit at the site. The steam tu rbines are not

considered to be pollution control equipment.

(ST~ A £ recs

Executive Director




(¢ &

TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App.No.: 07-11926 Review Star{ Date: 4/8/2008

Company Name: NAVASOTA WHARTON ENERGY PARTNERS LP
Facility Name: COLORADO BEND

County: WHARTON Outstanding Fees: N

Batch/Voucher Number:B500028 ‘

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/6/2008

TIER LEVEL
What Tier is this application? The application was filed as a Tier I'V application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier IV,
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Comumenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two steam
turbines. This application is a Tier IV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Is an adequate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided. and the purpose of the property was listed.
The anticipated environmental benefit is listed. Skeiches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5 Box 6(IV) Y Box 10(III) Box 12(I) Box 13(1I)

PART B DECISION FLOWCHART (17.15(h))
Mark the appropriate boxes: Box 1Y Box2 Y Box3 Y

Describe how the property flowed through the Decision Flowchart:

The Heat Recovery Steam Generators (HRSGs) are listed on Part B of the Equipment &

 Categories List as item B-8. As Part B equipment the HRSGs leave the Decision Flow Chartat

Box 6 and pass through Box 1 of the Part B Decision Flow Chart with a ves answer. Since the use




of HRSGs provide an environmental benefit of reduced NOx emissions at the site there is a ves
answer for Box 2. Since there is a reduction in NOx emissions there is an environmental rule
which is being met, so there is a yes answer to Box 3. The steam turbine passes through Box 1 on
the Part B Decision Flow Chart with a yes answer. Since the use of the steam turbine does not
provide an environmental benefit at the site a no answer 1s the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER III or TV APPLICATIONS
Does your calculation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is outcome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 1994? Is all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became téxable
for the first time after January 1, 1994, All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section. If the application

was not technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) letter:

Summarize the NdD response:

Provide the language used in the second NOD letter:
Summarize the second NOD response:

Provide the language used in the thied NOD letter:
Summarize the third NOD response:

FINAL DETERMINATION

H th( pr opu‘ﬁ dLSCII] ‘U(m has l)cen summan/ed enter the delaxled properh descr xptmn

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two steam




turbines. This application is a Tier IV application seeking a partial use determination for the
HRSGs and the enhanced steam turbines.

Provide the reason for your final determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.
A negative determination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an environmental benefit at the site.

Provide the language for the final determination.

A positive use determination of 100% for the four Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmental benefit at the site. The steam turbine is not considered (o be pollution control

equipment.

Highlight the required signatures and establish the appropriate due dates.

. (’7 v r” y s [ gt . . Py '-/v‘ e
Reviewed: /{,,«-,;,M(m/ //,’,/r{(:_(;/ Date Signed: £ / VL

Peer Reviewed: ):7 LA - T "o J»\,.df«\/\/ Date Signed: G- &
. L- (I C

t&’/ Date Signed: S/’/"'K/

Team Leader: X> —
1.
Section Manager: /&7\/\/,&%% Date Signed: MAY \ e

Division Director: %ﬁﬁ/ﬁ“ Y(/L

X Date Signed:
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