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JACKSON WALKER L.L.P.

ATTORNEYS & COUNSELORS Michael ]. Nasi
(512) 236-2216

mnasi@jw.com

July 31, 2012

VIA Hand Delivery

=2

Bridget C. Bohac, Chief Clerk 5{3‘ ::i
Texas Commission on Environmental Quality f‘f; G
12100 Park 35 Circle el
Building F, 1st Floor % .
Austin, Texas 78753 e
RE: TCEQ Docket No. 2008-0851-MIS-U 8 =

Application for Pollution Control Property Use Determination (No. 07-1 1925)

CER-Colorado Bend Energy LLC (formerly known as Navasota Wharton Energy
Partners LP)

Dear Ms. Bohac:

We are in receipt of the General Counsel's letter dated June 29, 2012 granting the
Executive Director's request to have the above-referenced matter remanded to the Executive
Director for further processing. We are also in receipt of the Executive Director's subsequently-
issued July 10, 2012 Negative Use Determination, Please accept for filing an original and seven
copies of the following documents regarding the above-referenced application

L.

A Request for Reversal of the June 29, 2012 Remand of Positive Use Determination
and

2. An Appeal of the Executive Director's July 10, 2012 Negative Use Determination
If you have any questions, feel free to contact me at (512)-236-2216 or mnasi @jw.com

Sincerely,

Wit Ve

Michael J. Nasi, Counsel for CER-Colorado Bend
Energy LLL.C

cc: Mailing List

2323416900 Congress Avenue, Suite 1100 Austin, Texas 78701 (512) 236-2000 fax (512) 236-2002
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TCEQ DOCKET NO. 2008-0851-MIS-U

APPEAL OF THE EXECUTIVE § TEXAS COMMISSIQN 3
DIRECTOR’S POSITIVE USE § B -
DETERMINATION ISSUED TO § ON o P20
NAVASOTA WHARTON | § eI
ENERGY PARTNERS LP (07-11926) § ENVIRONMENTAL%}%UA;JTY
o e .
APPLICANT CER-COLORADO BEND ENERGY LLC’S 31 = o
REQUEST FOR REVERSAL OF THE REMAND Foom

OF THE POSITIVE USE DETERMINATION ISSUED TO
NAVASOTA WHARTON ENERGY PARTNERS LP

CER-Colorado Bend Energy LLC (formerly known as Navasota Wharton Energy
Partners LP) (“Applicant”) files this Request for Reversal of the Texas Commission on
Environmental Quality (“TCEQ” or “Commission") General Counsel’s June 29, 2012 remand of
the positive use determination issued by the Executive Director to the Applicant on May 1, 2008.
For the reasons articulated below, the Applicant respectfully requests that the Commission
reverse the General Counsel's decision to remand the May 1, 2008 positive use determination to
the Executive Director and take up for the first time the previously pending appeal of that
Positive Use Determination consistent with the requirements of Section 11.31(¢) of the Texas
Tax Code

Part I of this brief provides a short background of the Pollution Control Property
Program; Part II illustrates the irregular procedural background of the application and subsequent
appeal; and Part III details the Applicant’s argument why the General Counsel's remand of the
matter was not lawful under the applicable provisions of the Texas Tax Code. To preserve its
rights under applicable law, Applicant 15 filing under separate cover an appeal of the Negative
Use Determination sent on July 10, 2012. However, because Applicant believes that its prior
positive use determination was not properly disposed of on appeal, we file this Request for
Reversal. '

L Program Background

On November 2, 1993, Texans approved Proposition 2 amending the Texas Constitution
to provide tax relief for pollution control property. This amendment added §1-1 to the Texas
Constitution, Article VIII, which states:

(a) The legislature by general law may 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 this state for the prevention,
monitoring, control, or reduction of air, water, or land pollution.
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(b) This section applies to real and personal property used as a facility, device, or method
for the control of air, water, or land pollutlon that would otherwise be taxable for the first
time on or after January 1, 1994.

In response to the constitutional amendment, the Texas Legislature added Texas Tax
Code, §11.31, Pollution Control Property (“§11.31"). The statute establishes a process where
applicants submit Applications for Use Determination to the Executive Director of the TCEQ to
determine whether the property is used wholly or in part for pollution control. The Executive
Director's role is limited by § 11.31 to the specific task of conducting a technical evaluation to
determine whether the equipment is used wholly or partly for the control of air, water, or land
pollution, and does not include any evaluation of the merit of the tax exemption 1tself or tax
policy implications of granting positive or negative use determinations.

In 2001, the Legislature passed House Bill 3121, which amended §11.31, These
amendments included providing a process for appealing the Executive Director's use
determinations. House Bill 3121 also required the Commission to adopt rules that establish
specific standards for the review of applications that ensure determinations are equal and
uniform, and to adopt rules to distinguish the proportion of property that is used to control
pollution from the proportion that is used to produce goods or services.

In 2007, §11.31 was amended again with the passage of House Bill 3732, which required
the Commission to adopt a list of equipment that is considered pollution control property,
including the equipment listed in §11.31(k). In adopting rules for the implementation of House
Bill 3732, the TCEQ created a Tier IV application for the categories of listed equipment. For
Tier IV applications, the Executive Director must determine the proportion of the equipment
used for pollution control and the proportion that is used for production. The application that is
the subject of this appeal is a Tier [V application.

II. Brief Procedural Background

On March 19, 2008, the Applicant filed a Tier IV Application for Use Determination for
“Pollution Control Property with the Executive Director for four Heat Recovery Steam Generators
(“HRSGs") and two steam turbines (See Attachment A). The Executive Director conducted a
technical review of the application and on May 1, 2008 issued a 100 percent positive use
determination for the four HRSGs, stating that “[t}his equipment is considered to be pollution
control equipment and was installed to meet or exceed federal or state regulations.” (See
Attachment B).  Subsequently, on May 19, 2008, Wharton County Appraisal District filed an
appeal of the Executive Director’s use determination, claiming that the HRSGs “are production

equipment in that they burn natural gas to create steam to generate electricity.” (See Attachment
C).

The Executive Director has received approximately thirty-eight similar applications for
HRSGs and steam turbines installed at combined-cycle electric generation facilities. The
Executive Director issued 100 percent positive use determinations for twenty-six of the HRSG
applications. Of the twenty-six positive use determinations, six were appealed by appraisal
districts.
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The appeal of the May 1, 2008 positive use determination and the five other similarly
situated positive use determinations were scheduled to appear on the Commission’s Agenda to be
held on February 25, 2009. However, on February 23, 2009, two days prior to the Agenda, the
Executive Director filed with the TCEQ's General Counsel a Motion for Continuance to “allow
the Executive Director more time to evaluate its current recommendation.” (See Attachment D),
In response to the Executive Director’s motion, the General Counsel chose to continue the matter
“indefinitely.” (See Attachment E).

On June 18, 2012, almost three and a half years afier the Commission indefinitely
continued the matter on its Agenda, the Executive Director requested that the General Counsel
remand the six appealed used determinations back to the Executive Director for “further
processing.” (See Attachment F). On June 29, 2012, before the Commission had taken up the
original appeal of the positive use determination, the General Counsel remanded the matter back
to the Executive Director. (See Attachment G). In less than two weeks, on July 10, 2012, the
Executive Director issued a new use determination, stating that “[h]eat recovery steam generators
are used solely for production and, therefore, are not eligible for a positive use determination.”
(See Attachment H).

IT1. Basis for Reversal of Remand

1. The General Counsel's Remand of the Use Determination is a Violation of the Statutory
Provisions of Texas Tax Code § 11,31,

Texas Tax Code § 11.31(e) outlines a unique appeals process for a person challenging
use determinations made by the TCEQ's Executive Director. This appeals process is unlike any
other procedure for appealing a TCEQ decision and includes a specific sequence of
administrative steps the agency must follow in considering and processing those appeals, After
describing the requirements for filing an appeal, Section 11.31(e) states that “[the commission
shall consider the appeal at the next regularly scheduled meeting of the commission for which
adequate notice may be given.” (emphasis added). This section is unambiguous and leaves no
doubt that the Commission must consider any use determinations made by the Executive
Director at the next possible Agenda, unless adequate notice of the appeal cannot be given. The
Commission's rules also state that the Chief Clerk “shall schedule the appeal for consideration at
the next regularly scheduled commission meeting for which adequate notice can be given.” (30
TAC §17.25(c)(3)).

Section 11.31(¢) adds that “[t]he Commission may remand the matter to the executive
director for a new determination or deny the appeal and affirm the executive director’s
determination.” Thus the Commission is not only required to consider the matter at the next
Agenda meeting, but the Commission must vote to determine whether to affirm the appeal and
remand the matter to the Executive Director or deny the appeal and affirm the original use
determination. These two courses of action are the only two the Commission may take and the
statute does allow for either of them to be delegated to the General Counsel.

The General Counsel's letter remanding the matter back to the Executive Director
indicates that it is authorized to remand the letter to the Executive Director under 30 TAC §
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1~7.25(d). Such an applidation of Section 17.25(d) in this case contradicts the plain language of
the Texas Tax Code,

It is evident that there is a direct conflict between the provisions of Texas Tax Code §
11.31(e) and the General Counsel's use of 30 TAC § 17.25(d) in this case. One undisputed
premise of administrative law is that a rule promulgated by a state agency must be consistent
with the statutory provisions authorizing the agency to adopt rules to implement the statute.
Under Texas Tax Code § 11.31(e), there is only one possible way that a use determination can be
remanded back to the Executive Director after an appeal - the Commission must consider the
matter at an Agenda meeting and vote to either 1) deny the appeal and approve the use
determination or 2) remand the matter to the Executive Director.

The General Counse relied on Section 17.25(d) to remand the May 1, 2008 use
determination to the Executive Director upon the Executive Director's request without any
process before the Commissioners. This functionally made the General Counsel, instead of the
Commissioners, the arbiter of whether Wharton County Appraisal District's appeal was granted.
Just as it would have been inappropriate for the General Counsel to deny that appeal, it was
inappropriate for him to grant it, which is what he did when he remanded the May 1, 2008
positive use determination,

2. By Remanding the Use Determination Under 30 TAC 17.25(d), the General Counsel
Retroactively Applied an Agency Rule to an Application that was Submitted Before 30 TAC §
17.25(d) was Adopted.

As discussed above, the Tax Code mandates that the Commissioners, not the General
Counsel, act on pending appeals of use determinations. However, even if 30 TAC § 17.25(d)
could be applied as the General Counsel applied it here without violating the Tax Code, the
General Counsel's reliance on the rule is an impermissible retroactive application of a rule that
impacts substantive rights.

30 TAC § 17.25(d) was not adopted until December 13, 2010. Thus, the section of the
Administrative Code upon which the General Counsel relies upon in support of the June 29
Remand was not effective until after Navasota submitted its Application for Use Determination,
after the Executive Director issued its 100 percent use determination, and after the Wharton
County Appraisal District appealed that use determination. In fact, Section 17.25(d) was not
added to the Administrative Code until after the General Counsel indefinitely continued the
matter before the Commission.

‘Under Texas law, the retroactive application of statutes and rules is strongly disfavored.
Article 1, Section 16 of the Texas Constitution specifically prohibits retroactive laws. Texas
Government Code § 311.022 states that a “statute is presumed to be prospective in its operation
unless expressly made retrospective.” The same general principles apply for agency rules.!

! See R.R. Comm'nv. Lone Star Gas Co., 656 8, W.2d 421, 425 (Tex. 1983).

Request for Reversal of the Remand of the Positive Use Determination
Issued to Navasota Wharton Energy Partners LP

Page 4

8322637v.3



Although the retroactive application of rules is considered permissible under Texas law
when only procedural rights are affected, much more is at stake here. In this case, the Applicant
is entitled to a statutorily-mandated process that is designed to protect substantive rights
stemming from the underlying use determination, The financial consequences of losing a
positive use determination are significant, especially on equipment as valuable as involved in this
case. Rather than being able to financially plan based on a timely disposition of the May 19,
2008 appeal, Applicant was left in limbo for over four years and then, in a matter of a few days,
was stripped of its 100 percent positive use determination and handed a complete reversal
without any involvement of the one body the Tax Code charges with ruling on appeals - the
Commissioners, The effect of the retroactive application of this so-called procedural rule is far
too substantive to withstand scrutiny.

IV. Conclusion

Based on the reasons articulated above, the General Counsel’'s decision to remand the
May 1, 2008 positive use determination violated Texas Tax Code § 11.31. The Tax Code
requires the Commission to consider appeals of use determinations and does not permit them to
delegate that important role to the General Counsel.. The rule relied upon by the General
Counsel to justify the June 29, 2012 remand not only conflicts with the Tax Code, but cannot be
retroactively applied in the manner proposed given the substantive impact of that application.
Applicant request that the Remand be reversed and for the Commission to consider the original
positive use determination as required by the Tax Code. :

Respectfully submitted,

Michaél J. Nasi

State Bar No. 00791335
Steve Moore

State Bar No, 14377320
Benjamin Rhem

State Bar No. 24065967

JACKSON WALKER L.L.P,

100 Congress Avenue, Suite 1100
Austin, Texas 78701
512-236-2200

512-236-2002 (Facsimile)
moasi@jw.com

ATTORNEYS FOR CER-COLORADO BEND
ENERGY LLC
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CERTIFICATE OF SERVICE

I hereby certify that on the 31* day of July, 2012, a copy of the foregoing was provided
by hand delivery, electronic mail or U.S. First Class Mail to the attached mailing list:

Bevpur L

A~ Michael’]. Nasi

Mailing List

Prop 2 Use Determination Application No. 0711926
TCEQ Docket No. 2008-0851-MIS-U

Tylene Gamble

Chief Appraiser

Wharton County Appraisal District
308 East Milam Street

Wharton, Texas 77488-4918
979/532-8931 FAX 979/532-5691
whartoncad@sbeglobal.net

Greg Maxim

Dennie Deegear

Duff & Phelps, LLC _
919 Congress Avenue, Suite 1450
Austin, Texas 78701

512/671-5580 Fax 512/671-5501
Gregory. maxim@duffandphelps.com

dennis.deegar@duffandphelps.com

Daniel Long

Texas Environmental Law Division MC 173
P. O. Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

Susana M. Hildebrand, P.E.

TCEQ Chief Engineer’s Office MC 168
P. Q. Box 13087

Austin, Texas 78711-3087
512/239-4900 FAX 512/239-6188

Chance Goodin

TCEQ Chief Engineer’s Office MC 206
P. O. Box 13087

Austin, Texas 78711-3087
512/239-6336 FAX 512/239-6188

Robert Martinez.

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

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

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 Chief Clerk MC 105
P. O. Box 13087

Austin, Texas 78711-3087
512/239-3300 FAX 512/239-3311
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TEXAS COMMISSION ON ENVIRONMENTAL QUALYLY .. 0.
APPLICAT]ON FOR _U.SEDETERN[INATION
Fonr PO1L,UTION CONTROL PROPERTY_
The TCEQ has the responsibility lo detennine whether a projiesy is a pelition eontrol property. A person secking a use deterninaiion for
poilition control property must complete the attached application or use a copy or similar reproduciion. For assislance in completing this form
refer to the TCEQ guidelines document, Froperty Tax Exemptions for Poliution Coniral Property, as well as 30 TAC §17, rules gaverning this
program. For addilional assigance please conlacl the Tax Relief for Follwtion Control Property Program  al (512) 239-3100. The applicat ion
should be completed and mailed; along with.a complete topy and spproptiate fec, (L TCBQ MC-214, Cashiers Oftice, P.O. Box 13088, Austin,
Texas 7871 1-3088. S
1. GENERAL INFORMATION .
A. What is the type'of owrership 6F this facility?

[} Corporation : _ {Z Sole Proprietor . . .

LI Partnership | i Utility

W Limited Partnership . Other
B. Size of company: Number of Empioyees

Ml 1 to 99 771,000 fo 1,999

L1100 t0 499 S 2,00010 4,999

L1500 1o 999 R 5,000“01”11191"6‘*7'__*";*:” S _
C. Business DGSCI!pthl’l ElectncxtyManufaLturmg(SIC4911) - -

2. TYPE OF APPLICATION ~ """ = T e

. Tier1$150 Application Fee L. Tier Il $2,500 Application Fee

(: Tier I $1,000 Application Fee . . Tier IV $500 Application Fee

NOTE: Enclose i check: money orderio the TCEQ, or a copy of the ePay receipt: .

along with the applicaton to cover the required fee. : S e
3. NAME OF APPLICANT

A. Company Name: Navasota Wharton Enéx""g‘jﬁﬁfﬁféi‘s LB v

B. Mailing Address (Strect or P.QO. Box): 403 Corporate Woods | .0 . ...

C. City, State, ZIP: Magnolia, TX 77354 . "~

4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of facility: Colorado Bend - S o ST
B. Type of Mfg Process or Service: * Electricity Manufacturing (SIC 4911) -+
C. Street Address; 3821'S. State Hwy 60 o
D. City, State, ZIP: Wharton, TX 77488 .
E. Tracking Numbef Assigned by Applicant: ' DPCOBend B~
F. Customer Number or chﬁiated Entity Number: N/A o

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: ~ Wharton-- -0 o0
B. Appraisal District Account Number:- - 10258-000-000-00; 10-20500000-0200-
S - 67099, 20063-000-055-00 :

Texas Relief for Poliution Cantrol Property Applicalion
TGEQ-00611 {Revised January 2008) , 0 C o M eanl

Calorado Bend - 3821 &. State Hwy B0 Wharlon, TX 77468 “Pagefof 12
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6. CONTACT NAME. (must be provided)

A. Company/Organization Name: Duff and Phelps LL.C

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 turbive units utilizing the GE Dry Low NOx
-combustion control system technology, 2 heat recovery steam generating (HRSG)
uniis, 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 Cycle 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
steam generators powers a steam turbine generator(s) to produce additional electric
power. Use of the otherwise wasted heat in the turbine exhaust pas results in higher
plant thermal efficiency compared to other combustion technologies. Combined-
eycle plants currently entering service can convert approximately 50% of the
chemical energy of natural gas into electricity (HHV basis),

The Rankine ¢ycle 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 furbine. 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
propetiies. The thermal efficiency of 2 Rankine cycle is usually limited by the
working fluid, Without pressure reaching super critical the temperature range the

Texas Relief for Pollution Contral Property Application
TCEQ-00611 (Revised January 2008)
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Rankine cycle can operale over is quite small, turbine entry temperatures are-
typically 565°C (the creep limitof stainless steel) and condenser temperatures'are - -
around 30°C. This gives a theoretical Carnot efficiehcy 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) is why the Rankine cycle is
often used asa bottommg cycle in-combined-cycle gas turbine power stations.

g work output-is captuz ed through a purip, cylmdcr or tuxbme A Blayton
forms half of'a combmed c,yclc systcm which combmcs w1th a Rankme

tempi atures can be achleved The efﬁclency of the c,y(,k,s are addmvc because
they ate powered by the same fuel source. A combined-cycle plant has a
thcrrnodynamw cycle that operates between the gas turbine's high firing temper ature
and thie waste heat temperature from the condensers of the steam cycle, This.large
range théans that:the: Carpotefficiency of theeyele is high: The actual efficiency,
while lower than this is still higher than that of elthe1 plant on its own. The thermal
efficiency of a combinad-cyele power plant is' thé net power butput of the plant
divided by the heating value of the fuel. If the plant pmduces only electrlclty, S
efficiencies of up to 59% can be:achieved, ‘ . S

A smgle -traff’ combmed gycle plant consmte of one'gas tuxbmc genelatoz 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.

See Figure 1 — Standard Combined-Cycle Configuration, below.

Tt is common to find combined-cycle plants using two or even three gas turbine
generators and heat recovery stcam penerators 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 megawaits of capacity at International Organization for
Standardization ("ISO") conditions. IS0 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 Reliaf for Pollution Controf Proparty Applicalion
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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.

Gooling Towear __,_LH

" N
Steam Turhine Watr Purn:
T Pl M_Haat Recover
\\[——» zto Btearn Generator
Gas Turkine
_ Electiciby
//__,J Gehetator
Compreszor Turbine
& p
Irtake Air

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.

Texas Relief for Pollution Control Propariy Application
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FIGURE 2 - Comp'arison of efﬁcien'éy and pbwerloutput of various
power products [Bartol (1997)] (2)

Current Regulatory Authority for Output Based LmlSSlmlS

Innovative power technologies such as combined-cycle technology'offcr CNOTMOUS
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 11.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
Jeading contributors to U.S, emissions of carbon dioxide, NOx, sulfur dioxide
("S0O2"), and other contaminants into the air and water, ,

The ability to recognize and 1egulatc~> thc eff" iciency bcneﬁts of pol iition’ 1educt10n
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 perfotrhance standards (“NSPS”) for NOx, from
both new utility boilers and new indusirial boilers. Pursuant to section 407(c) of the
Clean Air Act in subpart Da (Electric Utility Steam Generating Units) and subpart
Db (Industrial-Commereial-Institutional Steam Generating Units) of 40 CFR part
60, the U.S. BPA 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

Texas Reliel for Polstion Gontrol Property Application
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of 1998, which uses units of measure such as 1b/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 Contrel Equipment & Categories in Texas

Under Texas House Biil 3732 (“HB3732”) enacted in 2007, Section 11.31 of the
Texas Tax Code is ameanded 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. Secijon 11.31, Tax Code, is amended by adding Subsections k), (1), and (m) (o read as :
Jollows:

(%) The Texas Commission on Environmental Quality shall adopt rules establishing a norexclusive fist

of facilities, devices, or methods for the control of air, water, or land pollution, which must include:

(1) coal cleaning or refining fucilities;

(2) atmespheric or pressurized and bubbling or circulating fluidized bed combustion systems and

gastfication fluidized bed combustion combined-cycle systems;

(3) wira-superoritical pulverized coal bailers;

(4) flue gas rectreulation components;

(5 syngus purification svsiems and gas-clearup units;

{6) enhanced heatl recovery systems;

(7) exhaust heat recovery boilers;

(8) heat recovery steam generalors,

(9) superheaters and evaporators;

(10) enhanced sieam turking systems; j
(11} methanation; !
(12) coal combustion or gasification byproduc! and coproduct handling, siorage, or treatment

Jacilities; :

{13) blomass cofiring storage, distribuiion, and firing systems,

(14} coal cleaning or dryving processes, such as coal drying/moisture reduction, alr figging, :
precombustion: decarbonization, and eoal flow balancing technology; ;
(15) oxy-fitel combustion techmology, amine or chifled ammonia scrubbing, fuel or emission

canversion through the use of calalysts, enhanced scribbing technology, modified combustion

technology such as chemical looping, and eryogenic fechnalogy;

(16} if the United States Emvironmental Proteciion Agency adopts « final vule or vegulation regulating

carbon dioxide as a pollutant, property that is used, constructed, acquired, or instatled wholly or ,
partly to capture carbon dioxide from an anthropogenic source in this state that is geologieally .
Sequestered in this stare; : :
(17} fuel cells generating electricity using hydrogen derived from coal, biomass, pelroleum coke, or

solid waste; and - ‘
(18) any other eguipmeni designed te pravent, caplure, abale, or monitor nitrogen oxides, volatile :
organic compounds, particulate matler, mercury, carbon monoxide, or any criteria polintant.

() The Texas Commission on Environmental Quality by vule shall update the kist adopted wnder

Subsection (I} ar least once every three years. An Hem may be removed from the fist if the commission

findy compelling evidence to support the conclusion that the tem does not provide pollution control

bengfits.

(m) Notwithsianding tha other provisions of this section, if the facility, device, or method for the

Texas Relief for Pollution Control Property Application
TCEQ-00611 (Ravised Jaruary 2008)

Colorado Band - 3821 8. State Hwy 60 Wharton, TX 77488 Page 6 of 12



control of air, weler, or iand poliviion described i an application for an exemption under this seciton
is a fucility, device, or method included on the list adopled under Subseclion (k);'the éxcewtive divector:
of the Texay Commission on Envirommental Qualily, nof later than the 30th day after the date of
receipt of the information required by Subsections (e)12) and (3) and without regard to whether the. -
information requlred by Subaec!rmr (c)(z') has been submitied, s'/ac.vl.f deter, mine thet Ike Fuctity, device,
or mathod described in the abplicdtion s used! k6 ly o parlicas o utility, dévide, dr mathod foi- the
conirol of air, walter, or land potlution and shell 1ake .’he aciions that are aeqnm e by Sub.secnon (60 m

H‘w rwm! mch a C."Gf(ﬁ mmaarm :.s made,

Under the TCEQ 8 rocently updated “Tax Rollcf fo1 Pollutlon Control P1opcrty -
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 taxpaym is to supply a pollution control percentage for the equipment listed in
Part B via calculations demonsirating pollution control, preventlon dnd/or
reductions achieved by the hsted cqulpmcnt or sy‘;tcm‘: ' R :

The following property descriptions outline the ehvir onmcntal purpose; mcludmg

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: placcd in-service date, or mstalled subsequent
to in-service since ]994 - RS PRI S =

Texas Reliel for Pollution Contrel Propertly Application
TCEQ-00611 {Revised Janyary 2008)

Colorado Bend - 3§21 &, Stale Hwy 60 Wharlon, TX 77468 " Pagé Tof 12



Property Descriptions

Item #1 & 3 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 for 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 emit air contaminants, regardless of size, and il is to reflect Best !
Available Control Technology ("BACT") for electric generating units on an ouiput basts in pounds
of NOx per megawall howr, adjusied to reflect a simple cycle power plani, '
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 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 & 4 Steam Turbine and Support Systems Tier IV B-10

40 CFR Part 60 Subparis DA and DR, 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 GGenerating Units (EGU)

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

to all electric generating unils thal emil qir contaminants, regardless of size, and it is to reflect Best

Avallable Contral Technology (“BACT™) for electric generating units on an outpul basis in pounds

of NOx per megawai! kour, adjusted io veflect 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
Texas Relief for Poliution Control Property Application

TCEQ-00611 (Revised January 2008)

Golotado Bond - 3821 8, Stata Hwy 60 Wharton, TX 77468 Page B of 12



and connected generater 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 operatc for more than a ycar betwcen '
shutdown for miaintenance and inspections: (5) - e RS
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 differénces betwéen a conventional power generation =
system and the combined-cycle system at the Facility. Specifically, the percentage

is determined by calculating the d1splacement of emissions associated with the
Facility’s thermal output and subtracting these emissions from a baseline emission
rate, These displaced emissions arc emigsions that would have been generated by 7

the same thermal output from a conventional system.

Greater energy elficiency 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 Megawait-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 beiichmarked

this conventional generation to the subject natural gas-fired combined cycle L |
generator at the Facility, By doing so, we narrowed the heat rate factors as much as i
possible to be conservative and uniform in modeling. The benchrark heat rate ‘

factor is the following;
Natural Gas fuel-fired Steam Gencratm 10,490 BT skah

This baseline heat rate purposely omlt'-; othel f 03511 fuel sources in or dm to ehmmate
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 calculafions, we
converted all the energy output to units of MWh (I MWh = 3.413 MMBTU), and
compared the total emission rate tc the baseline facility.

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

Texas Relief for Pollution Contral Property Applicalion
TCEQ-00611 (Revised January 2008}

Colorado Bend - 3821 5, State Hwy 80 Whartan, TX 77488 " Page §of 120



Calculation (Reference Schedule A)

Step 1 — Subject OQutput-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 = Qutput: (NOx Tons/Year)

Step 3 — Baseline Qutput-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 Qutput Conversion Caleulation (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/Year)

Step 5 — Percent NOx Reduction Caloulation

{(Output Baseline)yiep 4 - (Output Subject))se 2 / (Output Subject) giep2 = % Reduction Output Subject

Step 6 — Percent Exempt Calculation

(Total Subject Facility Cost) X (% NOx Reducﬁon) = 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 Jf % Exempt is [ess 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 calcrlations and
property tax exemption percentage results based upon these caloulations.

Texas Retief for Pollution Control Properly Applisation
TCEQ-00811 (Revised Jamiary 2008)
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l. “Qutput-Based Regulations: A Handbook for Air Regulators”, U.S. Environmental
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Northeast-Midwest Institute; 2003, p. 9.
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4 “Output-Based Regulations: A Handbook for Air Regulators” .S, Envnonmcmal | o
Protection Agency, Office of Atmospheric Programs — Climate Protection Partnerships :

Division, August, 2004, p.4.

5. http://www.cogeneration.net/Combined_Cycle_Power_Plants.htm
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Northeast-Midwest Institute; 2003 p. 9

Taxas Relief for Pollution Contral 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:
[1Ves [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, yoy certify that this information is true to the best of your
knowledge and belief,

NAME: 4«5‘? . DATE: 22 A/ 7?/,75,5;
TITLE: “tShredtor ' /

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 fo 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 Rellefl for Pofhution Gontrol Proparty Application
TCEQ-006811 (Revisad January 2008)

Colarado Band - 3821 8. State Hwy 62 Wharton, TX 77488 Page 12 of 12
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Navasota Wharton Energy Partueys LP

Colorade Bend Encrgy Center - Fhase |
Sehedule A~ 2008 Thevenal Etficieney Caleulution

Subjeel Detsils:

Avorage Heal Roe® . o0 (BWh)

NOx Emlssions 2 1686 Tons / yonr

Dlant Cupaelty ™ 275 MW

Capaclty Factas ™ 100.00%

‘Technology & Combingd Cyele

Tonl Subject Facility Cost 5162296,919

Townl Cost of Tior IY Equipment $36,636,012 v
Dageling Detalls: ~
Avsrage Honl Rute ™ 10,490 Didk Wi

Technology ' Stewm Turbine -

... Unit Cunversions -

... Ontpui-bused Limit

Iaput-hnacd Limil Heal Rt - g S i
x e {LOUB000 Bl g ’ R
(Jhs NOK/MMBtu) (Blu/kivi) : (008 kWh) C oz (s NOs/MW) B : .
00198 . 7,746 e 1,000 . 0.1533

Subjeet Owipid Conversion Calenlatiou ¢NOx Tons / Year)

Unit Conversions Galpw NO, .

Quiput-bused Lint {ihs AR N .
S Cnpneity {H1W) x npachy Factor - % (365 tays * 2d - = -
NOxMYH) S Howrs / 2,000 lhs) [TonsY em)
04533 275 N 100.00% e L 168.6

Vuit Conversians-* - . 0u1p-1l-l—hnsnrl Limlt

Input-hased Limit Heni Ruig
x 4o (1,000,000 Bre / y q
{Ths NOx/MM Biu) (Blu/kWh) 1000 KWit) C -+ {Ihs NOx/MWh)
00098 10,490 1,000 O eam

. o L Unit Conveyghans !
Uulpnl:;gl;:;;l\::ﬁm Qb H Capacity MWY) 5", ‘_ - Cagacity Protor & - (365duysé2d - = gu;s:,;.:‘f:; -
e Heurs /2,000 Ihs)
0.2077 295 LG0.00% P 4 2285

. Perecit NO5 Redugtion Calewliting

{ Quiput Bascline - Quipul Subjeet £ U Ouipul Subjeel -~ "% NOx Retuelion
2285 1a8.6 - 168.6 : 35.5%

y . s ‘ - Capilal Cosl of
"Tetnl Subject Unit Cost X % MCx Reduetion NOX Avuldnnce ©

§169,296,979 35.85% S0, HH0428

Poveenl Exemgt Colenlstion

. . 'r'einl Cosi ol HB
T'odal Cost oF N Avoldance ! 3732 Egulpment

60,100,428 530,626,012 1464.0%
[ Conelude__| W% |-

= % Exempl

{13 - Hont rate regestwts plunt perlomisce 1est heat mie (HAVY and was provided by the elfont

{2) - NO# emissfons is W NOw polk ission pormit imit in ons per yenr provided by the cllent
{2} + Plonl capagity is the avernga wominal cupneity nad was proviled by the elienl i

{4) - Cnpacity faslor s tha niaximum opering ievel allowed under the emissians parmil pravidad iy the elient e *
{5} - Technolopy e notusl logy ol the subject

(6) - Foual subjuct fncility cost represents the totai gost 1o bufd the entire fagility und i Vas detesiined basid o it iifﬁ\r}'dé'dli_i‘ i elient =~ 77
(7§ - ol Tier 1V aquipment was detoriminod by mllosntirig the eligibie TCEQ FCL part 13 equipment wnd theit asenginled coxt fram acal’
dat provide by the chienl
(%) - Bascline hent rate was pubiished by #e Energy Informolion Admiisimiton (“EIAY)
(93 - Bnsoline technology represeats the technolagy (et the subjeel wanld hive roplaced atihe time of the subjecis eonsliuction



Navasota Wharton Encrgy Partners LI

Catorade Bend Baergy Conter - Phase 11
Schedule A - 2008 Thevmal Elficicncy Calculiatlon

Sublect Dotails:

Average Hoot Rate ¢t 1746 (BlwkWi)
NOx Emissions @ 168.6 Tons / yoar
Plant Capacity ! 275 MW
Cupncity Faelor ™ 100.00%
Technology @ Combined Cycle

Tolal Subjec! Favility Cost ¥ 5162,042,822

Tolnd Cost of Tier IV Equipment m 552,404,614

Baseling Detalls:

Averago Hoat Rote™ 10,490 Bia/kWh
“Technetogy ™ Stanm Turbine

STEP

Sithject Ol grul-Thased 4 dinil Calondatinn (ihs NOx J AW

tapui-brsed Limdl . Heat Rate ; "(';“t:n%"(;‘;;;':';’ . Ouiput-based Limit
000,
(ihs ROx/iviivi Bru) {D4u/kWh) 1000 kWh) (s NOXWNMWh)
0.0198 7,746 £,000 0.1533

Eution (WO Cans / Year)

Unit Convevslons
0““'";’;';;;’\5‘:;’“ Qb " Crpnlty (MW) ¥ Capaclly Factor 3 (65doys* 24 = gj‘;::‘,;':::;
Howrs /2,000 Ihs)
0.1533 . 5 100.00% 4 168.6

STEFA

Rascline Ouipit-Basod Limit Caloulminn {ihs KOs / MWH}

Input-based Limit X Heal Rate i “(,;‘2 ﬂ(;?u‘;)ﬂl;::l:'; o Oulput-bosed Limlt
{Ibs NOx/MM Bte) (Brufk¥Wh) 1000 kW) {lhs NOuMWL)
0,0198 10,490 1,000 62017

STER Y

Rasclae Outprt Conyversion Cnleiatinn (MO Tons f Yeii)

Unit Conversions

Outpyt-based Limit{ths -Qulpnt ROx
% Capaclty (MW) X Cupacity Faglor (365 daya ¥ 24 -
NGK/MWh) Hours / 2,000 1b5) (Toms/Yeat}
02077 275 100.00% 4 7285

STEPFS
PFeveont NOA Reatuedlon Cateulation

{ Output Buscllne - Chulpui Subject ) / Qutput Subfeet = % NOx Redncilon
12835 168.6 168.6 15.5%
STEM &
Percent Exenipt Calenfation
. Capital Cost of
Totai Subject Unit Cost X % MOx Reduction = NOs Avaitance
£162,042,822 5% $57,525,202

STED?

Teveent Exempt Calenbutban

‘Tolal Cost of HD
Totnl Cost of NOx Avaoidance t 732 Equipment

357,525,202 $52,404,614 . 10%.8%

Copeluds 100%

1) - Henl rate represents the anticipated hoat rats (HH V) nnd was providod by (he client

(2}- NOx emlasions is the NOx poll dssian permit [t in lons per year provided by the client

{3)- Plont caprolity is the overnge nominnl capacity and was proviced by tio elfent

{4) - Capaclty Moter is the moximuw operating level alipwed under iliv emisslons peomit pravidad by tha cliont

(5) - Technology rey the actual technology of the subjeel .

{6) - Total subjoct fcility cost reprosents Uhe ol cost 0 bulld the entire Rcifiy mind 1) was detenstined based on dta provide by the cliony

{7} - Tatal Tier LV cquipinent s deserminod by ollacating the eligible TCEQ FECLL part B equipment and thets sssociated ost front agival
data provide by the cliont

(8) - Mascliiie heat rate was published by the Energy Infonmsalion Administretion ("EIA"

(9 - Raseline teehnology rop e feclinology thet Hic subject wonld buve replaced al the tine of the subjeots eonsiruction

% Exeospl




- Attachment B



Buddy Gareia, Chairman™

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

TEXAS COMMISSION ON ENVIRONM]:NTAL QUALITY o

Prolecting Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Envuonmcmdl Qual 11)' has 1ewewcd Use Deteunmahon Application, .
07-11926, filed by: - - -

NAVASOTA WHARTON ENLRGY PARTNERS LP '
COLORADO BEND S
3821 S STATE HWY 60

WHARTON TX 77488

The pollutioncontrol property/project listed in the Use Determination ’Ap']jlicaﬁ'on fgyte i e e o

This facility has four thermally efficient heat recovery steam generators (HRSGS) and 1w0 o
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% posntwe use determination for the four Heat Recovery Steam Generators. This
equipment is considered to be pollution control equipment and was installed to mect or |

exceed federal or state regulations,

A negative determination is issued for the two steam turbines. The usc of the steam
turbines does noi provide an environmental benefif at the site. The steam turbines are not

considered to be poliution control equipment.

Executive Director

- - L - B . . 2~ ;
(Lo oy Srees

P.O. Dox 13087 + Austin, Texas 78711-3087 » 512-239-1000 + Internet address: www tceq.state.ti.us

primtad an reeyoled paper usiag seydmsed mkh



TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App.No.: 07 -11926 Review Start Date: 4/8/2008

Company Name: NAVASOTA WHARTON ENERGY PARTNERS LP
Facility Name: COLORADQ BEND

County: WHARTON Outstanding Fees: N

Batch/Voucher Number:B500028

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 leve]?

The property listed on this application, Heat Recovery Stearm 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: 46 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 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
cnvironmental 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(1) Box 13(II)

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 Jisted on Part B of the Equipment &
Categories List as item 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 p10v1de an environmental benefit of reduced NOx emissions at the site thete is & yes |
answer for Box 2. Since there is & reduction in NOx emissions theré 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 tirbine does not '
provide an environmental benefit ai the site a no answer is the result of Box 2. The steam turbine |

is not elig g,1blc fora posmve determination:.,
TIER III or IV APPLICATIONQ
Does your calculatlou agree with the apphcants" |

No. The application contains a proposed formula for ca]oulatmg: the po liution controf value 6f ilie
HRSGs and the steam turbine. The formula is ouicome determinative, and its focus is not on the
pollution control aspect of the ploperty “The Executwe Director dlsagrees with thlS formu]a .

PROPERT’Y 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 Isall information nhecessaiy for conducting the technical -~ - o

review included.

The table was completed correctly. The applicant ce1‘t1ﬁed that all l1stcd property bccame taxable
for the first time after January 1, 1994, All the information necessary for conductmg the techinical

review was included on the application, .
TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not admmlbtratlvelv complete .
explain below when justifying the final decision in the final deter mination 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 uscd in the second NOD letter:

Summarize the second NOD response:

Provide the lJanguage used in the thied NOD letter:

Summarize the third NOD responsc:

FINAL DETERMINATION

If the property description has been summarized enter the detailed property description:

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 to be pollution control

equipment.

Highlight the required signatures and establish the appropriate due dates.

Reviewed: /% ,‘4/ /fﬁ/f@’” ' Date Signed:  £/7 /65"

-

Peer Reviewed: 27 ¢ -MPO\JVM Date Signed: % —{ - o8
— Daie Signed: sl (ﬁﬂ/

Team Leader: \D-

Section Manager: Date Signed:  MAY 1 2008

Division Director: ‘%ﬂ/b«gﬂ %L Date Signed: Y
' 1 2008
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v Phone: 979.532-8931
{ Fax:  979-532-5691

WHARTON COUNTY
" APPRAISAL DISTRICT

2407 1/2 N, Richmond Road
Wharton, Texas 77488

—_——

2 5
R O

Il E _::".'}
May 19, 2008 E, 3 opEQ

D e -IDS 1
Office of the Chief Clerk - MC 105 5 = 5205
Texas Commission on Environmental Quality = fix:
PO Box 13087 - & ¢
Austin, TX. 78711-3087 28 F

Re: TCEQ Use Determination No, 07-11926

Dear Ms. Castafiuela,

I 'am writing this letter as an official appeal of the TCEQ’s property tax Pollution Control
Exemption Use Determination with the tracking pumber 07-11926 filed by Navasota
Wharton energy Partners I for the Colorado Bend Power Generation facility, We
believe that the Heat Recovery Steam Generators described in this application are
production equipment in that they burn natural gas to create steam to generate electricity.
This creates pollutants, not reduces them.

Secondly, the pollution control components associated with the HRSG’s that do reduce-
pollution have already been exempted under Use Determination 07-11925, Therefore,
this second exemption of the entire HRSG only serves to exerapt the non-pollution
control components of the units,

1 respectfully request that our appeal regarding this Use Determination be granted and the
exemption be denied. :

Hugh L. Landrum & Associates, Inc. will be acting as our agent in this maiter,

Thank you for your time and consideration,

Sincerely, W

Tylene Gamble
Chief Appraiser
Wharton County Appraisal District
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Buddy Garcia, Chairman

Larry R. Soward, Commissioner

Bryan W, Shaw, Ph.D., Commissioner
Mark R, Vickery, P.G,, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Profecting Texas by Reducing and Preventing Pollution

DHO QUTD TH) .
HE € HJ €283 GO0

February 23, 2009

LaDonna Castafiuela, Chief Clerk
TCEQ Office of Chief Clerk MC-105
P.O. Box 13087

Austin, Texas 78711-3087.

Re:

TCEQ Docket Nos. 2008-0830-MIS-U (UD No. 07-11914/Tenaska
Gateway Partners, Ltd.— Rusk County Appraisal District), 2008-0831-MIS-U
(UD No. 07-11966/Freestone Power Generation, L.P.— Freestone Central
Appraisal District), 2008-0832-MIS-U (UD No. 07-11971/Borger Energy
Associates, L.P.— Hutchinson County Appraisal District), 2008-0849-MIS-U
(UD No. 07-1196%/ Brazos Valley Energy, L.P.— Fort Bend Central Appraisal
District), 2008-0850-MIS-U (UD No. 07-11994/Freeport Energy. Center, L.P.—
Brazoria County Appraisal District), 2008-0851-MIS-U (UD No. 07-
11926/Navasota Wharton Energy Partners, L.P.— Wharton County Appraisal
District). .
Executive Director’s Motion for Contmuance

Dear Ms. Castafivela:

Enclosed for filing, ‘please find a copy of the “Executive Director's Motion for
Continuance” regarding the ahove referericed use detenmination appeals. If you have any
questions, please do not hesitate to contact me at (512) 239 0969. :

Sincerely,
7 Timothy I. Reidy

Staff Attorney
Environmental Law Division

P.0. Box 13087 ®  Austin, Texas 78711-3087 ¢ 512-239-1000 *® Internet address: www.tceq.state, tx.us

printed on reeyeled paper uzing sov-based ink

ALIVOID
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TCEQ Doclket Numbers _
2008-0830-MIS-U (UD 07-11914/Tenaska Gateway Partoers, Litd. - Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P, — Freestone County)
2008-0832-M1S-U (UD 07-11971/Borger. Energy Associates, L.P, — 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, L.P, —~ Wharton County)

& o}
APPEAL OF THE EXECUTIVE §  BEFORE THE % o =
DIRECTOR’S USE DETERMINATIONS § o B 520
ISSUED TO | § i =
TENASKA GATEWAY PARTNERS,LTD,; § , gég
FREESTONE POWER GENERATION, LP; § - TEXAS COMMISSIORON® 59
BORGER ENERGY ASSOCIATES, LP;.  § | =
BRAZOS VALLEY ENERGY, L.P.; § A A
FREEPORT ENERGY CENTER, LP.;and  §
NAVASOTA WHARTON ENERGY § '

§  ENVIRONMENTAL QUALITY

PARTNERS, L.P.

EXECUTIVE DIRECTOR’S MOTION FOR CONTINUANCE

TO THE GENERAL CIOUNSEL OF THE TEXAS COMMISSION ON ENVIRONMENTAL
QUALITY: .

The Commission is scheduled to consider the above referenced use determination appeals
at its February 25, 2009 agenda meeting. The Executive Director respectfully requests that,
pursuant to Section 10.4(b) of Title 30 of the Texas Adminisirative Code, the Commission
continue its consideration of these matters to allow the Executive Director more time to evaluate
its current recommendation. The Executive Director has conferred with all parties, and none of
the parties oppose this motion.

Respectfully submitted,
Texas Commission on Environmental Quality

Mark R. Vickery, P.G.
Executive Director

Robert Martinez, Director
Environmental Law Division

By MM//
Timothy J. Reidy, 8taff Attorney
Environmental Law Division




State Bar No. 24058069
P.0. Box 13087, MC 173
Austin, Texas 787113087
(512) 239-0969. -

* REPRESENTING THE EXECUTIVE

PR RSt o DATRLETTORE o cRaber e S S

DIREGTOR-OE-TFHE-TEXAS
COMMISSION ON ENVIRONMENTAL
QUALITY

CERTIFICATE OF SERVICE

I certify that on February 23, 2009, a copy of thé “Executive Director’s Motion, for
Continuance” was filed with the Texas Commission on Environmental Quality’s Offige of the
Chief Clerk, and was sent by hand delivery, first-class mail, or facSumle to all pcrsons ori'the

attached mailing hst

Les Trobman

General Counsel o

Texas Commission on Environmental Quality
Office of General Counsel

P.O. Box 13087, MC-101

Austin, Texas 7871 1-3087

512/239-5500 Fax 512/239-5533"

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

Rusk County Appraisal District
P.O.Box 7

Henderson, Texas 75 653 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 .
903/389-3510 Fax 903/3§9-5955

- State Bag No. 24058069

:E!H}O "

. S€ =£f Wi €T 833 60

e iy

Timothy J. Reidy, Staff Attomey
Environmental Law Division

)
-
Freestone Power Generation L. E’%‘
&1

717 Texas, Suite 1000
Houston, Texas 77002

Greg Maxim ‘

Duff & Phelps LLC

919 Congress Ave,, Suite 1450
Austih, Texas 78701
512/6°71+5580 Fax §12/671-5501

Pritchard & Abbold, Inc. .- -
Attn: Mr. C, Wayne Frazell

4900 Overton Commons Court
Fort Worth, Texas 76132-3687
817/926-7861 Fax 817/927-3314

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

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

_,.

~
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Dennis Deegear

Duff & Phelps LLC

919 Congress Ave., Suite 145¢
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 & Assooiates
Attn: Mr, Hugh L. Landrum, Jr.
12621 Featherwood, Suite 325
Houston, Texas 77034
281/484-7000 Fax 281/484- 7272

' Cheryi Evans _
Chief Appraiser
Brazoria County Appraisal D:stnct
500 North Chenango
Angleton, Texas 77515
979/849-7792 Fax 979/849-7984

Freeport Energy Center, LP
4100 Underwood Road
Pasadens, 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 77438
979/532-8931 Fax 979/532-5691

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

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 Environmenta] Law Division MC 173)
P. 0. Box 13087

Austin, Texas 78711-3087

512/239-5487 Fax 512/239-0606

Ron Hatlett

TCEQ Chief Engineers Office (MC 110)
P.O. Box 13087

Austin, Texas 78711-3087
512/239-3100 Fax 512/239-3 165

Blas Coy

TCEQ Office of Publtc 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 .
312/239-3300 Fax 512/239-3311

Bridget Bohac

512/239-1795 Fax 512/239-1794

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.C. Box 13087

Austin, Texas 78711-3087
512/239-6590 Fax 512-239-1794



Attachment E



T

TEXAS
Buddy Garcia, Chairman COMMISSION
Larry R. Soward, Commissioner ON ENgﬁgﬁwENTAL

Bryan W. Shaw, Ph.D., Commissioner
Mark R. Vickery, P.0, Executive Director

209 FEB 23 P 4: 41
TEXAS COMMISSION ON ENVIRONMENTAL QUALI‘EH;EF CLERKS OFFICE

Protecting Texas by Reducing and Freventing Pollution
February 23, 2009

To:  Persons on the attached Mailing List (By mail, and facsimile as indicated)

Re:  Appeals of the Execcutive Director’s Use Determinations regarding Tenaska Gateway
Partners, Ltd. (Rusk County), Freestone Power Generation LP (Freestone County),
Borger Bnergy Associates, LP (Hutchinson County), Brazos Valley Energy L.P. (Fort
Bend County), Freeport Energy Center, L.P. (Brazoria County), and Navasota Wharton
Energy Partners LP (Wharton County), TCEQ Use Determination Nos. 07-11914, 07-
11966, 07-11971, 07-11968, 07-11994 and 07-11926; TCEQ Docket Nos. 2008-0830-
MIS-U, 2008-0831-MIS-U, 2008-0832-MIS-U, 2008-0849-MIS-U, 2008-0850-MIS-U,
and 2008-0851-MIS-U ‘

The above-named matters are currently scheduled to be considered by the Texas
Commission on Environmental Quality (“TCEQ") at its February 25, 2009, public meeting. The
TCEQ Executive Director (ED) filed a Motion for Continuance (ED’s Motion) on February 23,
2009, The ED’s Motion asks that the Commission continue its consideration of these above-
named matters to allow the ED more time to evaluate its current recommendation. The ED states
that none of the parties oppose the ED’s Motion.

Pursuant to the ED’s Motion, the Office of General Counsel has determined to continue
the matter from the February 23, 2009 meeting. Accordingly, this matter is continned indefinitely
pursuant to 30 TAC § 10.4, The Office of General Counsel will notify the parties by subsequent
letter of the future agenda setting and any associated filing deadlines.

If you have any questions regarding this matter, please contact John Sedberry, Assistant-
General Counsel, at 512-239-6573, :

Respectfully, '
Les Trobman WM

General Counsel
Mailing List

P.O.Box 13087 *  Austin, Texas 78711-3087 ¢ 512.239-1000 ® Internct address; www.tceq.state.tx.us

prinfled on reyrhed papvr using soy biset ink



Mailing List

Tenaska Gateway Partners, Ltd, (Rusk County), Freestone Power
Generation LP (Freestone County), Borger Energy Associates, LP
(Hutchinson County), Brazos Valley Energy L.P. (Fort Bend County),
Freeport Energy Center, L..P. (Brazoria County), and
Navasota Wharton Energy Partners LP (Wharton County)
TCEQ Docket Nos. 2008-0830-M18-U, 2008-0831-MI5-U,
2008-0832-MIS-U, 2008-0849-MI3-U, 2008-0850-MIS-U,

Diana Hooks, RPA/RTA
Chief Appraiser

Hutchinson County Appraisal District

P.0. Box 5065
Borger, Texas 79008-5065
806/274-2294 FAXB06/273-3400

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

Dennis Deegear

Duff and Phelps LLC

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

Pritchard & Abbott, Inc,

Attn: Mr, C, Wayne Frazell

4900 Qverton Commons Court
Fort Worth, Texas 76132-3687
817/926-7861 FAX 817/927-5314

Glen Whitehead, RPA

Chief Appraiser

Fort Bend County 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

and 2008-0851-MIS-U

Greg Maxim

Duff and Phelps LLC

919 Congress Ave,, Suite 1450
Austin, Texas 78701
512/671-3580 FAX 512/671-5501

Hugh L. Landrum & Associates, Inc,
Attn: Mr, Hugh L, Landrum Jr.
12621 Featherwood Drive, Suite 325
Houston, Texas 77034
281/484-7000 FAX 281/484-7272

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
Pasedena, Texas 77307

Justin Hyland

.o Scherrer

Calpine Corporation/Dow

717 Texas Ave. Suite 1000
Houston, Texas 77002
713/830-8873 FAX 832/325-0934

Bud Black, RPA/CTA

Chief Appraiser

Freestone Central Appraisal District
218 North Mount

Fairfield, Texas 75840
603/389-5510 FAX 903/389-5955




Freestone Power Generation L.P.
7177 Texas, Suite 1000
Houston, Texas 77002

Tylene Gamble

Chief Appraiser

Wharton County Appraisal District
2407 Y4 N. Richmond Roed
Wharton, Texas 77488
979/532-8931 FAX 979/532-5691

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

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 D, Johnson

Tenaska, Inc,

1044 N. 115" St., Suite 400
Omaha, Nebraska 68154-4446
402/691-9500 FAX 402/691-9526

Tenaska Gateway Partners, Ltd.
Attn: Mr, Jerry K, Crouse, CFO
1044 N. 115™ St., Suite 400
Omaha, Nebraska 68154-4446
A402/691-9500 FAX 402/691-9526

Stephanie Bergeron Perdue

TCEQ Environmental Law Division MC 173
P.O, Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

Chris Ekoh )
TCEQ Environmental Law Division MC 173
P.O, Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

Ron Hatleft

TCEQ Small Business & Environmental
Assistance Division MC 110

PO, Box 13087

Austin, Texas 78711-3087

512/239-3100 FAX 512/239-5675

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 Chief Clerk MC 103
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 . Cod
Austin, Texas 78711-3087
512/239-4000 FAX 512/239-4007 i

David 8. Schanbacher

TCEBQ Chief Engineer’s Office (MC 168)
P.O. Box 13087

Austin, Texas 78711-3087

512/239-6590 FAX 512/239-17%4
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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, L.P. — Hutchinson County)
2008-0849-MIS-U (UD o7-11969/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, L.P. — Wharton County)

Appeal of Executive Director’s Use Before the
Determination Issue to
Tenaska Gateway Partners, Litd;
Freestone Power Generation, L.P.;
Borger Energy Associates, L.P.;
Brazos Valley Energy, L.P.;
Freeport Energy Center, L.P.; and
Navasota Wharton Energy Partners, L.P

Texas Commission

on

WD L0 LoD LG UGN TN WO WO

Environmental Quality

Executive Director’s Request for Remand of Applications Submitted by Tenaska Gateway
Partners, Ltd; Freestone Power Generation, L.P.; Borger Energy Associates, L.P.; Brazos
Valley Energy, L.P.; Freeport Energy Center, L.P,; and Navasota Wharton Energy Pariners,
L.P.

Pursuant to 30 TAC § 17.25(d), the Executive Director of the Texas Commission on
Environmental Quality requests that the General Council remand the above listed applications
for further processing.

Respectfully submitted,
Texas Commission on Environmental Quality

Zak Covar .
Executive Director

Caroline Sweeney, Deputy Director
Office of Legal Services

Robert Martinez, Director
Environmental Law Division

Daniel Long, Staff Attorney ‘
Environmental Law Division
State Bar No. 24032679

P.O. Box 13087, MC 173
Austin, Texas 78711-3087

(512) 239-5373

{(512) 230-0606




CERTIFICATE OF SERVICE

I certify that on June 18, 2012, the original and 7 copies of the Executive Director’s Request for
Remand of Applications Submitted by Tenaska Gateway Partners, Ltd; Freestone Power
Generation, L.P.; Borger Energy Associates, L.P.; Brazos Valley Energy, L.P.; Freeport Energy
Center, L.P.; and Navasota Wharton Energy Partners, L.P, was filed with the Office of the Chief
Clerk, Texas Commission on Environmental Quality, and was served by first-class mail, agency
mail, electronic mail, or facsimile to all persons on the attached mailing list.

SDanmd

Daniel Long, Staff Attorney
Environmental Law Division
Texas Commission on Environmental Quality

2 |Page



Mailing List
TCEQ Docket Numbers
2008-0830-MIS-U (UD o07-11914/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, L.P. — 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, L.P. — Wharton
County)

Appraisal Districts

Terry W. Decker, RRP/CTA/RTA
Chief Appraiser

Rusk County Appraisal District
P.O. Box 7

Henderson, Texas 75653-0007 .
903/657-3578 Fax 903/657-9073
tdecker@ ruskcad.org

Bud Black, RPA/CTA

Chief Appraiser

Freestone Central Appraisal District
218 North Mount Street

Fairfield, Texas 75840
903/389-5510 Fax 903/389-5955
general.info@freestoncad.org

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
headz@amaonline.com

Glen Whitehead, RPA

Chief Appraiser

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

Rosenberg, Texas 77471-5600
281/344-8623 Fax 281/762-0666
Glenwhitehead@fhead.org

Cheryl Evans

Chief Appraiser

Brazoria County Appraisal District
500 North Chenango Street
Angleton, Texas 77515

979/849-7792 Fax 979/849-7984
bead@brazoriacad.org

Tylene Gamble

Chief Appraiser

Wharton County Appraisal District
308 East Milam Street

Wharton, Texas 77488-4918
979/532-8931 Fax 979/532-5691
whartoncad @sbeglobal.net

Pritchard & Abbott, Inc.

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

Applicants:

David D. Johnson

Tenaska Gateway Partners, Ltd.
1044 N 115th St. Suite 400
Omaha, Nebraska 68154-4446
402/691-9500 Fax 402/691-9226

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

Borger Energy Associates, L.P.
7001 Boulevard 26, Suite 310
North Richland Hills, Texas 76180

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

Freeport Energy Center, L.P.

4100 Underwood Road
Pasadena, Texas 77507

3|ngﬂ



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

Greg Maxim

Dennis Deegear

Duff & Phelps LLC

019 Congress Ave., Suite 1450
Austin, Texas 78701

512/671-5580 Fax 512/671-5501
gregory.maxim@duffandphelps.com
dennis.deegar@duffandphelps.com

Justin Hyland

Leo Scherrer

717 Texas Avenue

Houston, Texas 77002
713/830-8873 Fax 713/830-8670
hylandj@calpine.com
Ischerrer@dow.com

Hugh L. Landrum & Associates
Attn; Mr, Hugh L. Landrum, Jr.
12621 Featherwood, Suite 325
Houston, Texas 77034
281/484-7000 Fax 281/484-7272
hughjr@hughlandrum.com

Blas Coy

TCEQ Office of Public Interest Counsel (MC

103)
P. 0. Box 13087

Austin, Texas 78711-3087
512/239-6363 Fax 512/239-6377

Daocket Clerk

TCEQ Office of the Chief Clerk (MC 105)

P. O. Box 13087
Austin, Texas 78711-3087
512/239-3300 Fax 512/239-3311
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Biyan W, Shaw, Ph.D., Chairman
Carlos Rubinstein, Commisstoner
Toby Baker, Commissioner

Zak Covar, Executive Director

TExAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
June 29, 2012

To:  Persons on the attached service list (by mai! and facsimile as indicated)

Re;  Request for remand of Prop 2 Use Determination Application Nos. 07-11914, 07-11966, 07-11971, 07-
11969, 07-11994, and 07-11926 submitted under TCEQ Docket Nos. 2008-0830-MIS-U; 2008-0831-
MIS-U; 2008-0832-MIS-U; 2008-0849-MIS-U; 2008-0850-MIS-U; and 2003-0851-MIS-U,

On June '18, 2012, the Bxecutive Director (ED) filed a request (served on each of the parties for the
respective use determination appeals) under 30 TAC § 17.25(d) for remand of the following use determination
applications for further processing;

Application No. 07-11914, Tenaska Gateway Partners, Ltd, Rusk County (TCEQ Docket No. 2008-
0830-MIS-U);

Application No. 07-11966, Freestone Power Generation, L.P., Freestone County (TCEQ Docket No.
2008-0831-M18-1);

Application No. 07-11971, Borger Energy Associates, L P., Hutchinson County (TCEQ Docket No.
2008-0832-M15-U);

Application No. 07-11969, Brazos Valley Enetgy Ccmter L.P,, Fort Bend County (TCEQ Docket
No. 2008-0849-MIS-U);

Application Na, 07-11994, Preeport Bnergy Center, 1.P., Brazoria County (TCEQ Dackst No.
2008-0850-MIS-U); and

Application No. 07-11926, Navasotsa Wharton Energy Partners, L.P., Wharton Couaty (TCEQ
Docket No. 2008-0851-MIS-0)),

Section 17.25(d) provides that “the general counsel may remand a maiter from the commission’s agenda
to the executive director if the executive director ... requests a remand.” Pursuant to 30 TAC § 17.25(d), this
letter grants the ED’s request to remand the above-listed applications to the ED for further processing. The
General Counsel notes that any revised use determination that may subsequently be issued by the ED will be
subject to the appeals process set forth in § 17.25 of the Commission’s rules.

If you have any questions about this matter, please contact Jitn Rizk, Assistant General Counsel, at

512/239-5530,
Very tl'uiy YOUIE,
Les Trobman
General Counsel
Mailing List

P.0.RBox13087 + Austin, Texas 78711-3087 ¢ 512-839-1000 «  fceqlexas.gov

How is our eustomer service?  tceq.texas.gov/customersnrvey
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Mailing List
Prop 2 Use Determination Application
Nos, 07-11914, 07-11966, 07-11971, 07-11969, 07-11994, and 07-11926
TCEQ Docket Nos. 2008-0830-MIS-U; 2008-0831-MIS-U; 2008-0832-MIS-U;
2008-0849-MIS-U; 2008-0850-MIS8-U; and 2008-0851-MIS-U

Terry W. Decker, RRP/CTA/RTA

Chief Appraiser

Rusk County Appraisal District

P.O. Box 7

Henderson, Texas 75653-0007

903/657-3578 FAX 903/657-9073
_tdecker@tuskead.org

Bud Black, RPA/CTA

Chief Appraiser

Freestone Central Appraisal District
218 North Mount Street

Fairfield, Texas 75840
003/389-5510 FAX 903/389-5955
general.info@freestoncad.org

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
head3@amaonline.com

Glen Whitehead, RPA

Chief Appraiser

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

Rosenberg, Texas 77471-5600
281/344-8623 FAX 281/762-9666
glenwhitehead@fbead.org

Cheryl Evans

Chief Appraiser

Brazoria County Appraisal District
500 North Chenango Street
Angleton, Texas 77515
979/849-7792 FAX 979/849-7984
bead@brazoriacad.org

Tylene Gamble

Chief Appraiser

Wharton County Appraisal District
308 Bast Milam Street

Wharton, Texas 77488-4918
979/532-8931 FAX 979/532-5691
whartoncad@sbeglobal.net

Pritchard & Abbott, Inc.

Atta: Mr., C, Wayne Frazell

4900 Overton Commons Court
Fort Worth, Texas 76132-3687
817/926-7861 FAX 817/927-5314
wirazell@pandai.com

David D, Johnson

Tenaska Gateway Partners, I.td.
1044 N 115" St., Suite 400
Omaha, Nebraska 68154-4446
402/691-9500 FAX 402/691-9226

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

Borger Energy Associates, L.P,
7001 Boulevard 26, Suite 310
North Richland Hills, Texas 76180

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

Freeport Energy Center, 1..P.
4100 Underwood Road
Pasadena, Texas 77507

Navasota Wharton Energy Partners [P

403 Corporate Woods
Magnolia, Texas 77354



Greg Maxim

Dennis Deegear

Duff & Phelps LLC

919 Congress Ave., Suite 1450
Austin, Texas 78701

512/671-5580 FAX 512/671-5501
gregrory. maxim@duffandphelos.com
dennis.deegar@duffandphelps.com

Justin Hyland

Leo Scherrer

717 Texas Avenue

Houston, Texas 77002
713/830-8873 FAX 713/830-8670
hylandj@calpine.com
lscherrer@dow.com

Hugh L. Landrum & Associates
Atin: M, Hugh L. Landrum, Jr.
12621 Featherwood, Suite 323
Houston, Texas 77034
281/484-7000 FAX 281/484-7272
hughjri@hughlandrum.com

Daniel Long

TCEQ Environmental Law Division MC 173
P.0O. Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/235-0606

Susana M. Hildebrand, P.E.

TCEQ Chief Engineer’s Office MC 168
P.QO. Box 13087

Austin, Texas 78711-3087
512/239-4900 FAX 512/239-6188

Chance Goodin

TCEQ Chief Engineer’s Office MC 206
P.O. Box 13087

Austin, Texas 78711-3087
512/239-6335 FAX 512/239-6188

Robert Martinez

TCEQ Environmental Law Division MC 173
P.0. Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

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 Chief Clerk MC 105
P.O. Box 13087

Austin, Texas 78711-3087
512/239-3300 FAX 512/239-3311
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Bryan W, Shaw, Ph.D., Chairman
Carlos Rubinstein, Commuissioner
Tohy Baker, Commissioner

Zal Covar, Executive Director

TEXAS COMMISSION ON INVIRONMENTAL QUALITY.

- Proteating 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
Navasota Wharton Energy Partners, LP
Colorado Bend Energy Center
3821 S. State Hwy 60
Wharton (Wharton County)
Application Number: 07-11926; Tracking Number: DPCOBendB

Dear Mr, Maxim:

" This letter responds to Navasota Wharton Energy Partners, LP's Application for Use Determination for
the Colorado Bend 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 #07-11926 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC) §17.4 and
§177.6, 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 §17.2s5.

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,

cjwvég?—:

Chance Goodin, Team Leader
Stationary Source Programs
Air Quality Division

P.0O. Box 13087 * Augtin, Texas 78711-3087 + 512-230-1000 » www.tceq.state.tx.us

How is our customer service? www.teeq.texas. gov/goto/customersurvey
printed on recyeled paper




Mr. Greg Maxim
Page 2

July 10, 2012
CG/RH

cc: Chief Appraiser, Wharton Couhty Appraisal District, 308 E. Milam St., Wharton, Texas 77488~
4918




