TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USED ETERMINATION
FOR POLLUTION CONTROL PROPERTY

The TCEQ has the responsibility to determine whether a property is a pollition control property. A person seeking a use determination for
pollution control property must complete the attached application or vse a copy or similar reproduction. For assistance in completing this form
refer to the T CEQ guidelines document, Property Tvax Exemptions for Pollution Control Properiy, as well as 30 TAC §17, rules govemning this
program. For additional assistance please contact the Tax Relief for Pollution Control Property Program  at (512) 239-3100. The application
should be completed and mailed, along with a complete copy and appropriate fee, to: TCEQ MC-214, Cashiers Office, P.O. Box 13088, Augin,
Texas 78711-3088.

1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
[J Corporation I Sole Proprietor
[] Partnership (] Utility
Limited Partnership L1 Other

B. Size of company: Number of Employees

vl 1to 99 0J 1,000 to 1,999
100 to 499 12,000 to 4,999
(1500 t0 999 75,000 or more
C. Business Description: Electric Power Generation
2. TYPE OF APPLICATION
[J Tier I $150 Application Fee L1 Tier I $2,500 Application Fee

[} Tier 11 $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 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 north on FM 488 from Fairficld.

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:  Freestone

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

Texas Relief for Pollution Control Proparly Application
TCEQ-00611 (Revlsed January 2008) o g ’ - ' , 9 6

Freestone Energy Center - 13.6 mi north on FM 488 from Falrfield. Fairfield, Texas 75840 Page 1 of 14




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
Dailas.

The primary equipment for the facility consists of four combustion turbine
generators (CTGs), four heat recovery steam generators (IIRSGs), and two steam
turbine generators (STGs) (a "4~4x2" configuration). The equipment is configured
nto 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 inlet
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 fuel ratio
is maintained for proper combustion. These devices and enhancements do not affect
the overall full load output of the combustion turbines. The General Electric 7FAs
installed at Freestone incorporate the following:

1. The combustion system is a Dry low NOx (DLN-2.6) system designed to lower
the NOx emissions to a level less than 9ppm or lower and also reduce CO to levels
less than 15ppm or lower, as the primary emissions control mechanism, This is the
latest development in GE low emissions combustion technology. It is a can-annular
design (14 individual combustor baskets and transition pieces), which has six
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premixed fuel nozzles per combustor, five on the periphery and one in 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 cloge 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
poinis 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 cool the cooling water by evaporating a
portion of the water as it passes over the {ill 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
of a pipeline. This supply water is used directly as makeup water to the cooling
towers to 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
{inal wastewater being discharged to the nearby Trinity River by way of a
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.
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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 Cyele 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 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 (HHYV basis). Employment of the
Brayton Thermodynamic Cycle (Gas Turbine Cycle) in combination with the
Rankine Thermodynamie 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 nonioxic 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 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 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 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

Texas Ralief for Pollution Contral Property Application
TCEQ-00611 (Revised January 2008)

Freestone Energy Center - 13.6 mi north on FM 488 from Fairfield. Fairfield, Texas 75840

Page 4 of 14



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
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 (HHSRG) 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 1 — Standard Combined-Cycle Configuration, below,

It is commeon 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 part-load efficiency. A 2 x 1 configuration using FA-class technology
will produce about 540 megawatts of capacity at Infernational 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 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)

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 Ouiput of Various Power Products, below.

Texas Rellef for Pollution Control Property Application
TCEQ-00611 (Revised January 2008)
Freestone Energy Center - 13.6 mi north on FM 488 from Fairfield. Fairfield, Texas 75840

Page 6 of 14



Moatfan  Thonmal
R Efconoy
5096 MG
) 5% ﬂmwslm
et
] aird
11373 o) ‘m\
e oy
12060 pow f—- _ rthasela Sinmm I
Ao el s Tinkines
e Tirke: mm
4,10 by o vl lyds
i 1 | S
i L) (1i:1] 5] Ty
Bl tize rrteane: Simghe Lendk Chalput

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 ig lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and morc than one fifth of
the U.S. power plants are more than 50 years old.(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 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 cmissions 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
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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)

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,

] . . . . . .
g The use of innovative technologies such as combined-cycle units reduces fossil fuel
|

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 (%), (1), and (m) to read as
follows:
(%) The Texas Commission on Environmental Quality shall adopi rules establishing a nonexchisive list
of facilities, devices, or methods for the control of air, water, or land pollution, which must include:
(1) coal cleaning or refining fucilities;
(2) atmospheric or pressurized and bubbiling or circulating fluidized bed combustion systems and

i gasification fluldized bed combustion combined-cvele systems,;

' (3) ultra-supercritical pulverized coal boilers;
(4) flue gas recirculation components;
(3} syngas purification systems ond gas-cleanup units;
(6) enhanced heat recovery sysiems;
(7) exhaust heat recovery boilers;
(8) heat recovery steam generaiors,
(9) superheaters and evaporators,;
(10) enhanced steain turbine sysiems;
(11) methanation;
(12) coal combustion or gasification byprodiict and coproduct handling, storage, or treatment
Jacilities;
(13) biomass cofiring storage, distribution, and firing sysiems;
(14) coal cleaning or drying processes, such as coal drying/moisture reduction, air jigging,
precombustion decarbonization, and coal flow balancing technology;
(15) oxy-fiuel combustion technology, amine or chilled ammonia scrubbing, fuel or emission
conversion through the use of catalysts, enhanced scrubbing technology, modified combustion
technology such as chemical looping, and cryogenic technology;
(16} if the United States Environmental Protection Agency adopts a final rule or regulation regulating
carbon dioxide as a pollutant, property that is used, constructed, acquired, or mstalled wholly or
partly to capture carbon dioxide from an anthropogenic source in this state that is geologically
sequestered in this state;
(17) fuel cells generating electricity using hydrogen derived from coal, biomass, petroleum coke, or
solid waste; and
(18) any other equipment designed Io prevent, capture, abate, or monilor nitrogen oxides, volatile
organic compounds, particulate matter, mercury, carbon monoxide, or any criteria pollutant.
(D) The Texas Commission on Environmental Quality by rule shall update the list adopted under
Subsection (f) at least once every three years. An ltem may be removed from the list if the commission
finds compelling evidence to support the conclusion that the item does not provide poltution control
benefits.
(m) Notwithstanding the other provisions of this section, if the facility, device, or method for the
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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 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 submitted, shall determine that the facility, device,
or method described in the application is used wholly or partly as a facility, device, or method for the
control of air, water, or land pollution and shall take the actions that ave 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
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 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:
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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 Subparis 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
to all electric generating units that emit air contaminants, regardless of size, and it is to reflect Best
Available Control Technology (“BACT") for eleciric generating unils on an output basis in pounds
of NOx per megawait hour, adjusted to 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 turbine. This
combination produces electricity in a more thermally efficient manner than either
the gas turbine or steam turbine alone.

The Facility’s HR SGs counsist 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 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
to all electric generating unils thal emil air contaminants, regavdless of size, and it Iy to reflect Best
Available Contrel Technology {"BACT™) for electric generating units on an output basts in pounds
of NOx per megawatt hour, adjusted to reflect a simple cycle 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 heat that would have otherwise been lost to the
atmosphere enters the steam turbine via a throttle valve, where it powers the turbine
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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%.
Steamn 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 to be pollution
conirol 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 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 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 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 all the energy output to units of MWh (1 MWh = 3.413 MMBTU), and
compared the total emission rate to the baseline facility.

The comparison steps to calculate the NOx reduction is as follows:
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Calculation (Reference Schedule A)

Step 1 — Subject Output-Based Limit Calculation (lbs 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 OQutput 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 1bs = Gutput: (NOx Tons/Year)

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

(Input-based Limit (lbs NOx/MWh}} X (Heat Rate (Btuw/kWhy)) / (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)se, 4 - (Output Subject)sep2 / (Output Subject) siep 2 = % Reduction Qutput 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
m If % Exempt is greater than 100% HB 3732 Equipment is 100% Exempt
m If % Exempt is less than 100% then HB 3732 Equipment is partially exempt at
the Step 6 caleulation.

NOTE: See the attached celculation sheet for the details regarding Facility-specific calculations and
propetty tax 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:

[1Yes [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

NAME:
TITLE:

_ DATE QS pragenzed]

TDirector

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 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 Rellef for Pollution Control Praperty Application
TCEQ-00611 {Revlsed January 2008}

Freestone Energy Center - 13.6 mi north on FM 488 from Falrfield, Fairfleld, Texas 75840 Page 14 of 14
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Calpinc

Treestone
Schedule A ~ 2008 Thermal Efficiency Caleulation

Subjert Detatls:

Average Heat Rats © 7,050 {BtakWh}
NOx Emissions 403 Tens/ year
Plant Capavity @ 1,038 MW
Capacity Factor “ 47.05%
Technology ) Combiued Cyele

Total Subject Facilily Cost @ $ 492,000,000

Total Cost of Tier TV Equiptent ™ 5 62,267,058

Bascline Details:

Average Heat Rate ™ 10,490 Bu/kWh
Technology ™ Stean: Turbine

STEP T

Suly|cet Quipnt-Bused Limit Calculation (Ths NOw ! M)

Input-based Limit x Heat Rate M I;;ll[tmcnu;;;-, r]:::r’l,s _  Output-hased Limit
i) ¢l -
(Ibs NOx/MMB1n) {Biw/KWIL) 1000 K¥Wi) (Tbs NOx/MWh)
0.0282 7,050 1,000 0.2061

STEPZ

Subjeet Quepnl Conversion Cualeulation (NOx Tons / Year)

Unit Conyersions

Cuipui-hased Limit (Ibs . _  Output ROx
NOXMWh) X Capacity (MW} X Capacity Feelor  x (365 days * 24 Hours = (Tons/Year)
12,000 1bs)
0.2061 1038 47.05% 4 402.7

STEF3

Buaseline Quipui-Based Limit Caleulation (1hs NOx / MW

Unit Conversions

Inpui-based Limit Hrat Rate Output-based Limit
X ! (1,000,000 Btu/ =
{Tbs NOx/NMMBiu) (Btu/kWh) 1000 K'Wh) {Ihs NOx/MWh)
0.0292 10,420 1,000 0,3063

STEF 4

Basclie Ongput Coirvérsion Galenlation (NOx Tous ! Year)

Unit Conversions
Qutpui-based Limit (Ihs . . * . OutpuiNOx
NOXMWH) X Capacity (MW} X Capacity Factor  x (365 days * 24 Homrs (Tons/Year)
12,000 lbs)}
0.3063 1038 47.05% 4 5984

STEPS

Peveent NOx Reduction Calculation.

{ Oufpnt Bascline - Dutput Subject ) f Qutput Bubject = % NOx Redueilon
598.4 402.7 402,7 48,6%

Pereent Exemd Caleulatinn’

: Chapital Cost of
- 9 - =
Total Subject Unit Cost X % NOx Reduetion NOx Avoldance

$492,000,000 48.6% $232,112,000

Sreey

Percent Exempt Calculatiob

" . Taoial Cost of HB _ o
T'otal Cost of NOx Avaidunce / 3732 Equipment = % Excmpt

$239,112,000 $62,267,059 384.0%

Conelnde 100% |

{1} - Heat rate represents plant actusl heat rate (HHV) and was provided by the client

{2) - NOx craissions 1s the aetual NOx pollutant produse in ppim and was provide by the cliest

{3) - Plant capacily is the average notwinal capacily and wag provided by the client

(4) - Capacity factor represent an average anual capacity faclor and was provided by the client
"Average" was determwined by u weighted average based o the net actual gencration of VT

(5} - Technology represents the actual teelmelegy of the subject

(6} - Total subject Facility cost represests the total cost io build the entire facility and 1twes determined based on data provide by dhe client

(7} - Total Ticr IV equip was d ined by ellocuting the eligible TCEQ ECL part B equipmant and thair associated cost from actval
dutn provide by the client

(8) - Bascline heat rate was published by the Energy Informatien Administration ("EIA")

{9} - Bugeline technology rop the technology that the subject would have replaced at the iime of 1he subjocts cohsiryetion




Bryan W. Shaw, Ph.D., Chairman
Carlos Rubinstein, Commissioner
Toby Baker, Commissioner

Zak Covar, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

July 10, 2012

Mr. Greg Maxim

Director

Duff and Phelps, LLC

919 Congress Ave Ste 1450
Austin, Texas 78701

Re: Notice of Negative Use Determination
Freestone Power Generation, LP
Freestone Energy Center
13.6 miles north on FM 488 from Fairfield
Fairfield (Freestone County)
Application Number: 07-11966; Tracking Number: DPFreestone B

Dear Mr. Maxim:

This letter responds to Freestone Power Generation, LP's Application for Use Determination for the
Freestone Energy Center, remanded to the executive director on June 29, 2012, pursuant to the Texas
Commission on Environmental Quality's (TCEQ) Tax Relief for Pollution Control Property Program

The TCEQ has completed the review for application #07-11966 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC) §17.4 and
817.6. Heat recovery steam generators are used solely for production and, therefore, are not eligible for
a positive use determination.

Please be advised that a Negative Use Determination may be appealed. The appeal must be filed with the
TCEQ Chief Clerk within 20 days after the receipt of this letter in accordance with 30 TAC §17.25.

If you have questions regarding this letter or need further assistance, please contact Ronald Hatlett of
the Tax Relief for Pollution Control Property Program by telephone at (512) 239-6348, by e-mail at
ronald.hatlett@tceq.texas.gov, or write to the Texas Commission on Environmental Quality, Tax Relief
for Pollution Control Property Program, MC-110, P.O. Box 13087, Austin, Texas 78711-3087.

Sincerely,
?ﬂ#—

Chance Goodin, Team Leader
Stationary Source Programs
Air Quality Division

P.O. Box 13087 « Austin, Texas 78711-3087 « 512-239-1000 « www.tceq.state.tx.us

How is our customer service? www.tceq.texas.gov/goto/customersurvey
printed on recycled paper
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Mr. Greg Maxim
Page 2
July 10, 2012

CG/RH

cc: Chief Appraiser, Freestone County Appraisal District, 218 N. Mount St., Fairfield, Texas 75840-
3144



