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July 29, 2009

LaDonna Castafiuela, Chief Clerk

Texas Commission on Environmental Quality
Office of the Chief Clerk, MC-105

P.O. Box 13087 '

Austin, Texas 78711-3087

Re:  Mont Belvieu Caverns, L.L.C.
TCEQ Docket No. 2009-0930-MIS-U; Use Determination No. 12969
Executive Director’s. Response to. Mont. Belvieu Caverns, L.L.C.’s Appeal of the
Executive Director’s Negative Use Determination Issued for Mont Belvieu North Storage

Dear Ms. Castafiuela:

Enclosed for filing, please find an original and 7 copies of the “Executive Director’s Response to
Mont Belvieu Caverns, L.L.C.’s Appeal of the Executive Director’s Negative Use Determination
Issued for Mont Belvieu North Storage.” 1have also attached the following exhibits to assist the
Commission in the resolution of this matter:

Exhibit 1 TCEQ, Property Tax Exemptions for Pollution Control Prbp’erty, Draft
Guidelines Document for Preparation of Use Determination Applications,
January 2008.

Exhibit 2 TCEQ, Property Tax Exemptions for Pollution Control Property, Draft
Guidelines Document for Preparation of Use Determination Applications,
December 2006.

Exhibit 3 Railroad Commission of Texas, Pit Permit No. P011287

Exhibit 4 TCEQ, Commission Order Concerning the Appeal Filed by Mont Belvieu
Caverns, L.L.C. with regard to the Executive Director’s Negative Use
Determination for Application No. 07-11881; TCEQ Docket No. 2008-
0940-M1IS-U '

Exhibit5  Use Determination Application No. 07-11881
Exhibit 6 Excerpt from Transcription of Commission’s Consideration of the Appeal

Filed by Mont Belvieu Caverns, LLC, Item 73, TCEQ Docket No. 2008-
0940-MIS-U (December 10, 2008)
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Please file stamp these documents and return one complete set to Timothy J. Reidy, Staff
Attorney, Environmental Law Division, MC 173. If you have any questions, please do not
hesitate to contact me at (512) 239-0969.

Timothy J. Reidy, Staff Attorney
Environmental Law Division



TCEQ DOCKET NO. 2009-0930-MIS-U
USE DETERMINATION NO. 12969

APPEAL OF THE EXECUTIVE § BEFORE THE
DIRECTOR’S NEGATIVE USE §
DETERMINATION ISSUED TO § TEXAS COMMISSION ON

MONT BELVIEU CAVERNS, L.L.C. §
APPLICATION NO. 12969 § ENVIRONMENTAL QUALITY

EXECUTIVE DIRECTOR’S RESPONSE TO MONT BELVIEU CAVERNS,
L.L.C.’S APPEAL OF THE EXECUTIVE DIRECTOR’S NEGATIVE USE
DETERMINATION ISSUED FOR MONT BELVIEU NORTH STORAGE

The Executive Director of the Texas Commission on Environmental Quality (the
Commission or TCEQ) files this response to the appeal of the Executive Director’s
negative use determination issued to Mont Belvieu Caverns, L.L.C. for its Mont Belvieu
North Storage Facility. The appeal was submitted by Jay M. Chadha, of Fulbright &
Jaworski, L.L.P, on behalf of Mont Belvieu Caverns, L.L.C.

For the reasons described below, the Executive Director respectfully requests that the
Commission deny the appeal and affirm the Executive Director’s Tier I negative use
determination for (1) the brine transfer pumps, (2) fire and safety equipment, (3) brine
pond piping, (4) the electrical substation, (5) the instrumentation and monitoring
equipment that is not part of the leak detection and collection system, (6) water supply
and treating equipment, (7) the brine pond construction, (8) associated land and pipeline -
right of way, (9) the earthwork and site grading, and (10) the soft costs (permits, legal,
travel, inspection, etc).

PROGRAM BACKGROUND

This appeal of the Executive Director’s negative use determination is filed pursuant to
H.B. 3121 (77th Tex. Legislature, 2001) establishing an appeals process for use
determinations and the Commission rules implementing the legislation. See TEX. TAX
CoDE § 11.31 and 30 TEX. ADMIN. CODE § 17.25.

In 1993, the citizens of Texas voted to adopt a tax measure called Proposition 2.
Proposition 2 was implemented when Article VIII, § 1-1 was added to the Texas
Constitution on November 2, 1993. The amendment allowed the legislature to “exempt
from ad valorem taxation all or part of real and personal property used, constructed,
acquired, or installed wholly or partly to meet or exceed rules or regulations adopted by
any environmental protection agency of the United States, this state, or a political
subdivision of this state for the prevention, monitoring, control, or reduction of air, water,
or land pollution.”

The Texas Legislature codified the constitutional amendment in 1993 as TEX. TaX CODE
§ 11.31 (effective January 1, 1994). The statutory language in the codified version



mirrored the language of Article VIII, § 1-1. In 2001, the legislature amended Section
11.31 when it passed H.B. 3121 (effective September 1, 2001). This bill added several
new procedural requirements to § 11.31, including a provision requiring the
establishment and implementation of a process to appeal use determinations. See TEX.
Tax CODE § 11.31(e) and 30 TEX. ADMIN. CODE § 17.25. The amendment also required
the Commission to adopt new rules establishing specific standards for the Executive
Director to follow in making use determinations for property that qualified for either full
or partial pollution control use determinations. See TEX. TAX CODE § 11.31(g).

Appeals under Section 17.25 of the Commission rules may be filed by either the
applicant seeking the determination, or by the chief appraiser of the tax appraisal district
affected by the determination. TEX. TAX CODE § 11.31(e) and 30 TEX. ADMIN. CODE §
17.25(a)(2). The Appellant is required to explain the basis for the appeal. 30 TEX.
ADMIN. CODE § 17.25(b)(5). Under Section 11.31(i) of the Tax Code, “the chief
appraiser shall accept a final determination by the Executive Director as conclusive
‘evidence that the facility, device, or method is used wholly or partly as pollution control

property.”

PROCEDURAL BACKGROUND

On February 2, 2009, Mont Belvieu Caverns, L.L.C. (Mont Belvieu or Appellant) filed a
Tier I application with the Executive Director seeking a positive use determination for
“construction of [a] brine disposal pond.”! On February 9, 2009, the application was
declared administratively complete. On February 27, 2009, Executive Director staff
issued a Notice of Deficiency (NOD).> The NOD stated that the pond at issue was.a
brine storage pond rather than a brine disposal pond; and as such, was not eligible for a
positive use determination. The NOD also stated that certain items described in the
application may be eligible for a positive use determination. Executive Director staff
requested that the Appellant: 1.) individually list the items which may be eligible for a
positive use determination, 2.) provide the items’ corresponding Equipment and
Categories List (ECL) number and dollar value, 3.) provide additional information about
the sump pit, and 4.) provide additional information about any secondary leak
containment. On March 26, 2009, the Appellant responded to the NOD by listing the
following items: 1.) a High Density Polyethylene (HDPE). liner, 2) brine vertical and
transfer pumps, 3.) fire and safety equipment, 4.) brine pond piping, 5.) an electric
substation, 6.) instrumentation and monitoring equipment, 7.) water supply and treating
equipment, 8.) brine pond construction, 9.) land and pipeline right of way, 10 ) earthwork
and site grading, and 11.) soft costs (permits, legal, travel, inspection, etc. ).> On May 22,
2009, the application was declared technically complete, and the Executive Director
issued a 100% positive use determination for: 1.) the HDPE double liner, 2.) the leak
detection and collection system, including the associated 1nstrumentat10n and monitoring
system, and 3.) the 35 ft. x 70 ft. concrete containment sump.* The Executive Director

! Use Determination Application No. 12969, p. 5

2 See Notice of Deficiency (NOD), dated February 27, 2009.
? See Appellant’s Response to NOD, dated March 26, 2009.
* Use Determination No. 12969.
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issued a negative determination for the remaining equipment; specifically the: 1.) brine
transfer pumps, 2.) fire and safety equipment, 3.) brine pond piping, 4.) electrical
substation, 5.) instrumentation and monitoring equipment that is not part of the leak
detection and collection system, 6.) water supply and treating equipment, 7.) brine pond
construction, 8.) land and pipeline right of way, 9.) the earthwork and site grading, and
10.) the soft costs.’

APPELLANT’S CLAIM

The Appellant contends that the Executive Director has failed to “correctly interpret the -
regulations relating to the category S-20, as it pertains to the qualification of brine ponds
for Tier 1 pollution control exemption® The Appellant further outlined its position as
follows,

“We do not view the parenthetical “(Including Brine Disposal Ponds)” to
limit this category to only disposal ponds. Rather, it merely includes brine
disposal ponds in this category. Further, the description of the property in
Equipment and Categories List number S-20, “excavation, ponds, clay and
synthetic linters, leak detection systems, leachate collection and treatment
equipment, monitor wells, pumps, etc.,” is much broader to include other
types of surface impoundments, other than brine disposal ponds. Further,
Part A of the Equipment and Categories List of 30 T.A.C. § 17.14 is the
former Predetermined Equipment List. Under the former rules, TCEQ
granted positive use determination [sic] for brine ponds. We see no
authority for the TCEQ’s change in policy with respect to brine ponds.”’

LEGAL ANALYSIS

1. THE EXECUTIVE DIRECTOR’S USE DETERMINATION SHOULD BE
AFFIRMED BECAUSE BRINE STORAGE PONDS ARE NOT LISTED ON
PART A OF THE EQUIPMENT AND CATEGORIES LIST (ECL).

Brine storage ponds are not listed on Part A of the ECL; and therefore, are not eligible for
a Tier I positive use determination.® Part A of the ECL contains a list of property that the
Executive Director has determined is used either wholly or partly for pollution control
purposes.” The Executive Director has assigned each piece of equipment listed on Part A
of the ECL a corresponding pollution control percentage based upon the standard use of
the equipment. Applications requesting property listed on Part A of the ECL are
processed as Tier I applications. ‘

> 1d.

¢ Appellant’s Use Determination Appeal Letter, dated June 12, 2009.

7 Appellant’s Response to NOD, dated March 26, 2009.

® 30 TEX. ADMIN. CODE § 17.14(a).

?1d; Also see Property Tax Exemptions for Pollution Control Property. Draft Guidelines Document for

Preparation of Use Determination Applications, p. 5 — 6, January 2008. (Attached as ED’s Exhibit #1).
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During the last revision of the ECL the listing for item number S-20 was specifically
revised to exclude brine storage ponds. The legislature amended Section 11.31 of the
TEXAS TAX CODE in May of 2007 by passing House Bill 3732."° HB 3732 required the
TCEQ to: 1.) adopt a nonexclusive list of pollution control property which included
eighteen categories of property, 2.) review that nonexclusive list at least once every three
years, and 3.) review applications which contain items listed on the nonexclusive list
within 30 days of the receipt of all necessary information. In July of 2007, the Executive
Director impaneled an advisory group for the purpose of evaluating: 1.) the items listed
on the Predetermined Equipment List (PEL), the predecessor to the current ECL and 2.)
the eighteen categories of property added by HB 3732.'' The advisory group was
‘composed of various property tax-related associations, consumer groups, industry,
property tax consultants; and TCEQ technical staff.

At its July 6, 2007 meeting, the advisory group was presented with the then current PEL
and the PEL with Executive Director staff’s proposed ch:culges.12 One of the Executive
Director staff’s proposed changes to the PEL was to change the listing for item number
S-20 from “Surface Impoundments and Ancillary Equipment (Including Brine Storage
Ponds)” to “Surface Impoundments and Ancillary Equipment (Including Brine Disposal
Ponds).”® A portion of the meeting was spent going through the list item by item, and
explaining. the proposed changes.'* Comments and suggestions were solicited and
received during the next two meetings, and the advisory group was adjourned. The
TCEQ drafted proposed rules amending 30 TEX. ADMIN. CODE CHAPTER 17,
incorporating the comments and suggestions received from the advisory committee and
implementing HB 3732. The proposed rules were published in the October 5, 2007 issue
of the Texas Register."” The TCEQ solicited and received public comment, and amended
its program rules on February 7, 2008.1°

Brine storage ponds store brine that will be pumped into underground storage caverns to
displace unrefined petroleum and natural gas. Underground storage caverns are used to
store large quantities of unrefined petroleum and natural gas.'”  Salt domes are used for

1

1 Tex. Tax Code § 11.31, as amended by Act of May 28, 2007, 80™ Leg., R.S., ch. 1277, § 4, 2007 Tex.
Gen. Laws 4261, 4264. , o )

"' See Marked Agenda: Predetermined Equipment List Advisory Group, July 6, 2007, available at ~
lllttp JIwww.tceq.state.tx.us/assistance/Prop2/advisory group.html (last visited July 27 2009).

“1d.

1 Compare Property Tax Exemptions for Pollutlon Control Pronertv Draft Guidelines Document f01
Preparation of Use Determination Ap_phcatlon p. 40, January 2008 (Attached as ED’s Exhibit #1), fo
Property Tax Exemptions for Pollution Control Property, Draft Guidelines Document for Preparation of
']Ljse Determination Applications, p. A-11, December 2006 (Attached as ED’s Exhibit #2).

Id.

1332 Tex. Reg. 6979 (2007) (to be codified as an amendment to 30 TEX. ADMIN. CODE CHAPTER 17)
(proposed October 5, 2007).

' 32 Tex. Reg. 6979 (2007), adopted 33 Tex. Reg. 932 (2008) (codified as an amendment to 30 TEX.
ADMIN. CODE CHAPTER 17).

"7 Fact Sheet: Underground Storage Caverns, U. S. Department of Transportation, Pipeline and Hazardous
Materials Safety Administration, Office of Pipeline Safety (OPS), available at
http://primis.phmsa.dot.gov/comm/FactSheets/FSUndergroundStorage htm?nocache=7523 (last v151ted July
27, 2009).
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this purpose. To create an underground cavern in a salt dome, a hole is drilled from the
surface down to the salt dome, and water is injected to dissolve the salt and create the
storage space. The salt solution is pumped out and the cavern is then filled with crude oil
or other petroleum-based substance.'® Stored product is extracted from salt caverns by
pumping brine into the cavern. Because the brine is denser than the stored product, it
forces the stored product out of the cavern. Because of density differences, the brine
" does not mix with the stored product.'” When brine is removed from the cavern, it is
stored in brine storage ponds. The removal of brine storage ponds from item S-20 was in
recognition of their use as production devices in oil and gas operations.

While brine storage ponds are not eligible for a Tier I positive use determination under
the cwrrent rules, certain ancillary equipment that prevents the brine from polluting
surface or subsurface water is eligible. On February 2, 2009, the Appellant filed a Tier I
use determination application for the “construction of [a] brine disposal pond,” citing
item number S-20 in Part A of the ECL.?° In its March 26, 2009 response to the
Executive Director’s NOD the Appellant listed the following items: 1.) a HDPE liner,
citing S-7 and S-20, 2.) brine vertical and transfer pumps, citing S-4 and S-20, 3.) fire and
safety equipment, citing S-9 and S-20, 4.) brine pond piping, citing S-4 and S-20, 5.) an
electric substation, citing S-4 and S-20, 6.) instrumentation and monitoring equipment,
citing S-4 and S-20, 7.) water supply and treating equipment, citing S-20, 8.) brine pond
construction, citing S-6 and S-20, 9.) land and pipeline right of way, citing S-20, 10.)
earthwork and site grading, citing S-20, and 11.) soft costs, citing S-20.?! After
reviewing the application, the Executive Director has determined that, under the current
rules, the following items qualified for a Tier I 100% positive use determination:.1.) the
HDPE double liner, pursuant to S-7, 2.) the leak detection and collection system,
including the associated instrumentation monitoring system, pursuant to S-9, and 3.) the
35 ft x 70 ft concrete containment sump, pursuant to S-6.”* The remaining items are not
listed on Part A of the ECL, and are not eligible for a Tier I positive use determination.
At a minimum, the Applicant should have submitted a Tier II or Tier III application for
the remaining items. As such, the Commission should deny the instant appeal.

2. THE EXECUTIVE DIRECTOR’S USE DETERMINATION SHOULD BE
AFFIRMED BECAUSE BRINE STORAGE PONDS DO NOT PROVIDE AN
ENVIRONMENTAL BENEFIT AT THE SITE.

2% Use Determination Application No. 12969, p. 5.

i Appellant’s Response to NOD, dated March 26, 2009.

~ Use Determination No. 12969.

? See Property Tax Exemptions for Pollution Control Property, Draft Guidelines Document for Preparation
of Use Determination Applications, p. 5 — 7, January 2008 (Attached as ED’s Exhibit #1); Tier II is
defined as an application for property that is used wholly for the control of air, water, and/or land pollution,
but not on the Equipment and Categories List, located in 30 TEX. ADMIN. CODE § 17.14(a). See 30 TEX.
ADMIN. CODE § 17.2(14); Tier Il is defined as an application for property used partially for the control of
air, water, and/or land pollution but that is not included on the Equipment and Categories List, located in 30
TEX. ADMIN. CODE § 17.14(a). See 30 TEX. ADMIN. CODE § 17.2(14).
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The mere storage of brine does not provide an environmental benefit at the site. In order
to be eligible for a positive use determination a piece of equipment must provide an
environmental benefit at the site.”* Brine is regulated as an oilfield fluid by the Texas
Railroad Commission.”® The mere storage of an oilfield fluid does not provide an
environmental benefit at the site. However, items installed to control or prevent oilfield
fluids from contaminating surface and subsurface water are eligible for a positive use
determination. In this case, the Executive Director determined that the HDPE double
liners, the leak detection and collection system, and the concrete containment sump
provided the environmental benefit of preventing the intrusion of brine water into surface
or subsurface water of the state; and thus, they received a positive use determination.?

3. THE EXECUTIVE DIRECTOR’S USE DETERMINATION SHOULD BE
~ AFFIRMED BECAUSE BRINE STORAGE PONDS ARE PRODUCTION
- PROPERTIES USED TO STORE BRINE UNTIL SUCH TIME AS IT IS USED
TO DISPLACE HYDROCARBONS FROM UNDERGROUND STORAGE
FACILITIES. o

Brine storage ponds are permitted under 16 TEX ADMIN. CODE § 3.8.>" Section 3.8 of the
Railroad Commission rules deals with water protection. Section 3.8(a)(2) defines “brine
pit” as a “pit used for storage of brine which is used to displace hydrocarbons from an
underground hydrocarbon storage facility.” Section 3.8(b) prohibits any person
conducting activities subject to regulation by the Railroad Commission from causing or
allowing pollution of surface or subsurface water in the state. Section 3.8(d)(2) provides
that “no person may maintain or use any pit for the storage of oil field fluids, or for
storage or disposal of oil and gas wastes, without obtaining a permit to maintain or. use
the pit.” Section 3.8(d)(6)(A) provides the following:

“Permits issued pursuant to this paragraph will contain conditions

reasonably necessary to prevent the waste of oil, gas, or geothermal

resources and pollution of surface and subsurface waters...Any permits .
1ssued pursuant to this paragraph may contain requirements concerning the

design. and construction of pits and disposal facilities, including

requirements relating to pit construction materials, dike design, liner

material, liner thickness, procedures for installing liners, schedules for.
inspecting and/or replacing liners, overflow warning devices, leak

detection devices, and fences. However, a permit to maintain or use any

lined brine mining pit or any lined pit for storage or disposal of oil field

brines, geothermal resource waters, or other mineralized waters will

contain requirements relating to liner material, liner thickness, procedures

for installing liners, and schedules for inspecting and/or replacing liners.”

230 TEX. ADMIN. CODE § 17.15(a).

2 16 TEX. ADMIN. CODE §§ 3.95(c), 3.8(a)(27) & (30)(iv). -
%6 Use Determination No. 12969.

%716 TEX. ADMIN. CODE §§ 3.95(c), 3.8(d)(2).

ED’s Response to Mont Belvieu Caverns, L.L.C.’s Appeal of UD No. 12969 - Page 6
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The permit issued by the Railroad Commission of Texas for the Appellant’s North
Storage Facility states: “Use of the pit is limited to storage of brine used to displace
hydrocarbons from the Enterprise East underground storage facility. No other oil field
fluids or oil and gas wastes may be stored or disposed of in the pit.” ?® The permit also
explicitly prohibits the discharge of any oil and gas wastes from the pit.29

The provisions of the Appellant’s permit indicate that sole function of the brine pond at
the North Storage Facility is to store brine until such time as it is used to move unrefined
petroleum and natural gas from underground storage cavemns. Section 11.31(d) of the
TeX. TAX CODE authorizes the Executive Director to determine whether a piece of
equipment is used to wholly or partly to control air, water, or land pollution. The owner
of a production property that does not control air, water, or land pollution is not entitled
to receive a positive use determination. Brine storage ponds are production properties
that are not eligible for a positive use determination. However, as previously mentioned,
certain ancillary equipment associated with brine storage ponds that prevents the
contamination of surface and subsurface water in the state is eligible for a positive use
determination. The Appellant’s permit contains multiple provisions relating to the
installation and operation of the liner and leak detection system.’’ In this case, the
Executive Director determined that the HDPE double liners, the leak detection and
collection system, and the concrete containment sump were eligible for a Tier I 100%.
positive use determination.’’

4. THE EXECUTIVE DIRECTOR’S USE DETERMINATION SHOULD BE
AFFIRMED BECAUSE IT IS CONSISTENT WITH THE COMMISSION’S
PRIOR DETERMINATION ON THIS EQUIPMENT.

The Commission has previously determined that, under the current rules, brine storage
ponds are not eligible for a Tier I 100% positive use determination. 2 The Commission
considered the Appellant’s appeal of the Executive Director’s issuance of a negative use
determination for application number 07-11881 at its December 10, 2008 agenda.”” Asin
this case, the Appellant filed a Tier I application seeking a 100% positive use
determination for the construction of its brine storage pond at its North Storage Facility.**
The Commissioners determined that, under the current rules, brine storage ponds are not
eligible for Tier I 100% positive use determinations.> The Commission also recognized
that some components of a brine storage pond may be eligible for a positive use

28 Condition No. 2, Pit Permit No. P011287 (Attached as ED’s Exhibit #3).

% Condition No. 15, Pit Permit No. P011287(Attached as ED’s Exhibit #3).

* See Condition Nos. 5 — 10, Pit Permit No. P011287(Attached as ED’s Exhibit #3).

*! Use Determination No. 12969.

32 See Commission’s Order Concerning the Appeal Filed by Mont Belvieu Caverns, L.L.C. with regard to
the Executive Director’s Negative Use Determination for Application No. 07-11881; TCEQ Docket No.
2008-0940-MIS-U (Attached as ED’s Exhibit #4).

> 1d.

3‘3 See Use Determination Application No. 07-11881, p. 4 (Attached as ED’s Exhibit #5).

% See Excerpt from Transcription of Commission’s Consideration of the Appeal Filed by Mont Belvieu
Caverns, LLC, Item 73, TCEQ Docket No. 2008-0940-MIS-U (December 10, 2008) (Attached as ED’s

Exhibit #6) .
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determination.’® However, when Commissioner Shaw asked whether the Applicant
would be willing to cure the deficiencies in their application by providing “a more
detailed breakdown of the different equipment, the cost for the liner, the cost for the
excavation, the cost for the different components then that would then be evaluated
against their environmental benefit,” the Appellant refused.’” The Commission affirmed
the Executive Director’s negative use determination.®

In this case the Appellant filed a “Tier I application seeking a 100% pos1t1ve use
determination for the “construction of [a] brine disposal pond. 35 On February 27, 20009,

Executive Director staff issued a NOD, stating that the pond at issue was a brine storage
pond rather than a brine disposal pond; and under the current rules, did not qualify for a
positive use determination. However, the NOD also stated that certain items described in
the application may be eligible for a positive use determination. Executive Director staff
requested that the Appellant individually list the items which may be eligible for a
positive use determination, and provide their correspondmg ECL numbers and dollar
value. On March 26, 2009, the Appellant responded to the NOD- by providing a list of
items that they contended quahﬁed for a Tier.I 100% positive use determination, their
corresponding ECL numbers, and their dollar value. Based on this additional information,
the Executive Director determined that the HDPE double liners, the leak detection and
collection system and the concrete containment sump were eligible for a Tier I 100%
positive use determination. The Executive Director also determined that the remaining
items were not listed on Part A of the ECL, and were not eligible for a Tier I positive use
determination. *  This determination is consistent with the Commission’s previous
decision on this equipment. As such, the instant appeal should be denied.

CONCLUSION

After careful consideration of the Appeal filed by Mont Belvieu Caverns, L.L.C. on Use
Determination Application Number 12969, the Executive Director concludes that its
original Tier I negative use determination was not issued in error. The Appellant has
failed to provide any legal basis upon which the Commission should reverse the
Executive Director’s use determination in this case. The Executive Director’s use
determination is consistent with the terms and mandates set forth in the relevant statutes
and rules. The assertions of the Appellant do not alter the findings and final negative use
determination issued by the Executive Director in this case.

Accordingly, the Executive Director respectfully requests that the Commission deny the
instant appeal and affirm the Executive Director’s Tier I negative use determination.

36 E

37 E

3% See Commission’s Order Concerning the Appeal Filed by Mont Belvieu Caveins, L.L.C. with regard to
the Executive Director’s Negative Use Determination for Application No. 07-11881; TCEQ Docket No
2008-0940-MIS-U..

3% Use Determination Application No. 12969, p. 5

4 Use Determination No. 12969.
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Respectfully submitted,
Texas Commission on Environmental

Quality

Mark R. Vickery, P.G.
Executive Director

Robert Martinez, Director
Environmental Law Division

oo Doea Pidy”
Timothy J. Reidy, Staff Attorney
Environmental Law Division
State Bar No. 24058069
P.O.Box 13087, MC 173
Austin, Texas 78711-3087

(512) 239-0969

-REPRESENTING THE EXECUTIVE

DIRECTOR OF THE TEXAS
COMMISSION ON ENVIRONMENTAL
QUALITY

CERTIFICATE OF SERVICE

I certify that on July 29, 2009, an original and seven copies of the “Executive Director’s
Response to Mont Belvieu Caverns, L.L.C.’s Appeal of the Executive Director’s
Negative Use Determination Issued for Mont Belvieu North Storage” was filed with the
Texas Commission on Environmental Quality’s Office of the Chief Clerk, and a complete
copy was transmitted by mail, facsimile, or hand-delivery to all persons on the attached

mailing list.
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Mailing List
Mont Belvieu North Storage
TCEQ Docket No. 2009-0930-MIS-U
Use Determination Application No. 12969

Edward Kliewer

Fulbright & Jaworski, L.L.P.
300 Convent Street, Suite 2200
San Antonio, Texas 78205-3792
Tel: 210/270-7144

Fax: 210/270-7205

Michael L. Fregia, Chief Appraiser
Chambers County Appraisal District
P.O. Box 1520

Anahuac, Texas 77514

Tel: 409/267-3795

Fax: 409/267-6192

Ron Hatlett

TCEQ Small Business & Environmental
Assistance Division, MC 110

P.O. Box 13087

Austin, Texas 78711-3087

Tel: 512/239-3100

Fax: 512/239-5678

Robert Martinez

TCEQ Environmental Law Division,
MC 173

P.O. Box 13087

Austin, Texas 78711-3087

Tel: 512/239-0600

Fax: 512/239-0606

Timothy J. Reidy

TCEQ Environmental Law Division,
MC 173

P.O. Box 13087

Austin, Texas 78711-3087

Tel: 512/239-0969

Fax: 512/239-0606
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Property Tax Exemptions for Pollution Control Property
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DISCLAIMER

This document is intended to assist persons in applying for a use determination, pursuant to Title 30
Texas Administrative Code Chapter 17 (30 TAC 17). Conformance with these draft guidelines is
expected to result in applications that meet the regulatory standards required by the Texas Commission on
Environmental Quality (TCEQ). However, the TCEQ will not in all cases limit its approval of
applications to those that correspond with the guidelines in this document. These draft guidelines are not
legulatlon and should not be used as such Personnel should exer01se dlscretlon in usmg thl’s guldelmes

INTRODUCTION

Purpose of This Document

- This document provides information explaining how to apply fora property tax:
expenditures for pollution control property. The term llutzon control property means a facility, device,
or method for control of air, water, or land pollutio Jrider the Texas Tax Code (' a person, or
business may obtain an exemption from ad valorem propeity taxes for equlpment mstalled 0 comply with
environmental laws or rules. This document explains how to deterinine whether you have equipment that
qualifies for a tax exemption and how to apply to the Texas Commission on Environmental Quality
(TCEQ) to ultimately obtain the exemptlon The document 1ssued by TCEQ that authouzes the tax
exemption is reférred to as a tise deter mmatlon i :

xemption for capital

Legislative Background

On November 2, 1993, Texas voters -approved a co‘ utlonal amendment providing an exemptlon from
property taxation for poll ition control ~property. This: mendment added Section (§) 1-1 to Article VIII of
the Texas Constitution: islation to implement the : rendment was approved in House Bill (HB) 1920
durmg the 1egula1 sessm of the 731d Leglslature Th gislation added §11.31 to the TTC. Copies of
53 and 55 of this document. The intent of the
~capital . expenditures undertaken to comply with
"mCIease a facﬂlty s property taxes »

4 31 to require the TCEQ to adopt specific standards for

In 2001, the 77th Legislatur nded- §.
hcatlons and p (Vlde a founal plocedure to. allow applicants or appralsal dls‘mcts to appeal

evaluatmg 1]

nended §11.31 by adding three new subsections. The first change required
sive list of property which included a list of 18 property categories. The
second change require the list be reviewed a minimum of once every three years and established a
standard for removing property from the list. The third change estabhshed a 30 day review period for
applications that contain property listed on the nonexclusive list.

The TCEQ adopted Chapter 17 under Title 30 of the Texas Administrative Code to establish the
procedures and mechanisms for obtaining a use determination. A copy of the program rules is located on
Page 30 of this document.
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The legislation established a two-step process for secﬁring an exemption from property taxes for pollution
control property:

1. A facility must first receive from the TCEQ a determination that the property is used for
pollution control purposes. ’
2. The applicant then submits this use determination to the local appraisal district to obtain

the property tax exemption.
Benefit to Taxpayers

The filing of an exemption request, with a positive use determination, reduces '\a_:«facility’s appraised value
by the value of the pollution control property. A lower appraised value results in lower property taxes.

ELIGIBILITY AND EXCLUSI(%IS

Effective Date

To be eligible for a positive use determination the 'roperty must have been p rchased acquired,
constructed, installed, replaced or reconstructed after January 1, 1994 in order to meet or exceed an
adopted federal, state, or local environmental law, rule, or regulatlon Propel’cy or equ1pment that existed
prior to that date will not be eligible. :

Eligible Property

Property that is installed wholly or partly for poll v”control purposes is eligible for a positive use
determination. The applicant must show that the property was. .installed to meet or exceed adopted
environmental regulations of the.United States, the: Stale of Texas or “political subd1v151ons of Texas. For

condition incltide the actual square footage of land that contains a bag-house or scrubber An example of
the second condmo is the land used for a stormwater or wastewater containment pond. An example of
the third condition is.the purchase of adjacent land which will be used solely for pollution control
purposes. The land must have been acquired after January 1, 1994.

Buffer Zones The language in the statute includes land as being eligible for a use determination; however,
only that part of the land that actually contains pollution control property or that is used as pollution
control property will be considered. Property used solely as a buffer zone is not eligible.

Used Equipment Property purchased from another owner is eligible for a positive use determination if it
meets the following criteria:

1. It must have been acquired, constructed, or installed by the new owner after January 1, 1994.

2. It will be used wholly or partly as pollution control property.
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3. Ithas not been taxable by any taxing unit in which the property is located.
Property Excluded from the Exemption -

The law specifies that the following classifications of property may not receive the exemption:

] Motor vehicles, except as explained above.
] Property used for residential purposes.
= Property used for recreational, park, or scenic uses, which 1nc1udes sporting activities, camping,

scenic areas and historical, archeological, or scientific sites.

n Property subject to a tax abatement agreement eXecuted\"f:before Jan tfary 1, 1994, except for
property that is acquired, constructed, or installed after the abatement agf enient has expired.

Commercial Waste Management Facilities The statute doés not allow property to r
solely because the facility manufactures or produces a product that is"used in pollutlon COr
a service that monitors, controls, or reduces pollution. For' example Suppose that a company operates a
hazardous waste incinerator and contracts with other companies f¢ dlspose of their hazardous waste for a
fee. The incinerator would not be eligible for a positive use determination since it would be considered
commercial waste disposal equipment. Howe: i
scrubbers needed to comply with environmental ,g 1
operated an incinerator to dispose of its own waste and dld not accept
incinerator would be eligible for a positive use determmatlon

e the exemptlon

+1f a company installed and
’s waste for a fee, then the

COMPLETING AN APPLICATION

Application Submission Reqmrements

When submitti

kapphcatlon to the.T-;E" I p,liizéant must provide an original, signed application

15t be:postmarked by January 31 for property constructed or installed
s . This deadline was established to allow sufficient time for TCEQ to
complete review 'all apphcatlons and issue final determinations by April 30. By law, there is'an April
30 deadline for filing an exemptlon request with an appraisal district. TCEQ will review the applications
in the order received. The agency will make every effort to issue a determination prior to April 30 for all
applications received. ¥ »

Single Facility Extending into Two Counties: If the property listed on an application is located in more
than one appraisal district, each affected appraisal district must be listed on the appllca’uon Separate
applications are not required.

Multiple Projects at One Site: A separate application must be submitted for each project that involves a
separate production unit at a facility. If such multiple projects are filed as a single application, it will be
returned to the applicant with no determination. It is acceptable to separate your projects by media type.
This would allow you to place all of your air related projects at a production unit on one application.

~Page 4 of 55 January 2008



Example: A project to upgrade stormwater control at a facility would only require one application.
Installing identical stormwater control equipment at multiple sites within the same county would also
require only one application. However, a project to reduce emissions or discharges at several different
production units located at a single plant or facility would require separate applications for each unit.

Applications Submitted After the First Year of Eligibility: Poltution control property that became taxable
after January 1, 1994, but for which no positive use determination has been issued is eligible for a positive
use determlnatlon However, the tax exempnon is not retroactive and previously paid taxes will not be
refunded.

1glble Property Must Have Capital Expenditures Incurred Posmve use determmatlons will not be

and issue a letter stating Wthh specific equ1pment or parts of a pro
determination at the time of construction or purchase. In order to re¢
requestor will still need to submit a use determination apphcatlon
become taxable.
Inclusion of Fee with Applications: As stated in the rules an’ apphcant whose application is not
accompanied with the proper fee payment or a receipt from the ePay system showing that the payment
has been made will be mailed a deficiency letter. Review of the apphcatlon will not commence until the
proper fee is received. i

\ay be eligible for a positive
positive use determination, the
e year that the property would first

Preparing the Application

ntended to control, reduce or
d environmental regulation,

If a company has installed equ1pment or made process changes that

pplications to determme if eachidevice or equipment 1te1n qualifies as
If it is determined that a Tier IV application is

TYPES OF APPLICATIONS

There are four different sor levels, of applications that can be submitted for a use determination.

Tier I — Part A ECL Applications

This tier is for property listed on Part A of the Equipment and Categories List (ECL), which is located on
page 34. Part A of the ECL consists of specific equipment that the TCEQ has determined to be pollution
control property. Tier I applications have a $150 fee. In order for the application to be considered Tier I,
all items listed on the application must be located on Part A of the ECL or must be necessary for the
installation or operation of property located on Part A of the ECL. The most current version of the ECL is
located in 30 TAC 17.14(a). Additional copies may be obtained by contacting the TCEQ or by accessing -
the TCEQ Web page. Follow the instructions in the section Obtaining Publications in this document.
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The ECL contains property that is used both wholly and partially for pollution control. The equipment
listed at less than 100% was analyzed by TCEQ staff to determine the appropriate percentages. Most of
the property contained on the list is used entirely for pollution control and is listed at 100%. Once
established, the percentage is fixed for Tier I applications. Anyone seeking to obtain a different
percentage must apply for a Tier III determination.

The ECL is generic in nature and will not specify brand names. The ECL Wili be reviewed and tlpdate.d at
least once every three years. An advisory group will be formed to assist in conducting the review.

Tier II - 100% Non-ECL Applications

Tier 11 is for property that an applicant believes is 100% pollution cortrol property but which is not
contained on the ECL. Tier II applications have a $1,000 fee. T{' plicant has the burden of
demonstrating that the property is indeed “100% pollution control prdperty “The applicant must provide
financial or other information to prove that the property has no pro iction benefits and serves entirely for
pollution control. ¢ :

Tier III - Partial Determination App‘vlicﬂatiohs

If there are one or more parts of the ploperty that both 'co' ol (pollutton and are essential to the
manufacturing process, the applicant:is asked to specify the plOpOI’thl’l of the property used for pollution
control purposes. In order to make ‘a partial detelmmatlon the applicant must use the Cost Analysis
Procedure described later'i m ﬂllS document ‘

Tier IV -- Part B ECL Nonexc“]swe Llst Apphcatlon

This tier is for ploperty ‘tontaine one of the categories listed on Part B of the ECL. Tier v
ations have a fee of $500 Due 't the agcelerated review process for Tier IV, apphcat1ons must be
submitted. separately from apphca’uons contalnmg other tier levels of property. The property items
contained in .the ECL Part B :;1 Ve unspécified variable percentages which must be calculated by the
applicant. :

If an appllcatlon 1nc1udes pr e1ty for more than one tier (with the exception of Tier IV), it can all be
submitted as a single- ap ligation. The highest tier level included in the application will determine the
appropriate apphcatlon fee. For example, if the application contains ECL equipment (Tier I), 100%
pollution control property (Tier II), and partial determinations (Tier I1I), then the appropriate fee would be
$2,500. It is acceptable to submit separate applications for Tier I, Tier II, and Tier III equipment, but this
is not required and will increase the amount of application fees. :

Application fee levels were developed with the intent of recovering the costs to administer the program.
Fees are higher for Tiers II and III because there are greater administrative costs involved in reviewing
applications. The fee level for Tier IV was based on the knowledge that while the categories of property
listed on Part B of the ECL may not have been previously reviewed, once several properties for a
category have been reviewed, the length of the review will be shortened.

Page 6 of 55 January 2008



DETERMINING THE TIER LEVEL OF AN APPLICATION

The Decision Flow Charts are used by both the applicant and program staff in order to determine the
proper application level for an item of property. All applicants must first use the Decision Flow Chart
located in §17.15(a) located on page 47. Each item of pollution control property or process change must
be taken step-by-step through the chart in order to determine “how” and “if” the particular equipment
item will qualify as pollution control property.

Decision Flow Chart

- The steps for processing property through the Decision Flow Chart are: i

o Prepare a list of all property that is considered to be pollution co trol property

e Process each item on the list through the flow chart separately. -

e Determine the specific environmental regulation, rule or law that
use of the property.

e Determine the environmental benefit that this property prov1des at the site where it is installed.

o Determine if the property is listed on Part B of the ECL. If it is, use the Part:B Decision Flow
Chart.

e Determine if the equipment is only partly use orv pollutlon control If it is, and is not listed on
Part A of the ECL, then a Tier III application must be filed*and the partial determination
calculation must be used. ‘

e If the equipment is used wholly as.pollution control property and it is listed on Part A on the
ECL, determine the reference number for. that item. Include all equipment for the project in a
single list that is included with the app ication.

"o If the equipment is used wholly as pollutlon control proper’cy but'is not listed on Part A on the
ECL, prepare a Tier II apphcatlon : .

: »éing met or exceeded by the

Part B Decision Flow Cha"r‘t' US‘ed‘ ’f(‘)r Tier IV Apfiﬁcations

| Flow Chart fo each item of pollution control property or process
tegones hsted on Part B of the ECL. The Paﬂ B Decision Flow

Applicants must use the Part B Dec151
change that is located in one of th

vwe:"D\ecmon Flow ( _hart (Flgure §17.15(a)) to determine that this is Tier IV property.

« Is there an'é "'"v1ronmenta1 benefit at the site? If the answer is no, then the property is not eligible

for a positive’ u,se_‘determmatlon.

* Determine if thgé"‘equipment was installed in order to meet or exceed an adopted environmental
rule or regulation. If the answer is no, then the property is not eligible for a positive use
determination.

+ Prepare a property description. Since the use determination percentage is considered to be
application-specific, you must provide an explanation of how the percentage was calculated.
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CALCULATING A PARTIAL DETERMINATION

Partial use determinations must be calculated for property that is not used wholly as pollution control
property and for property located in one of the categories listed in Part B on the ECL. In order to calculate
a partial determination for property other than that listed on Part B of the ECL, the applicant must use the
Cost Analysis Procedure (CAP), Partial determinations for items located on Part B of the ECL may be
calculated using the CAP or applicants may propose a different calculation method. The purpose of the
calculation is to determine the percentage of the property which is being used for pollution control. If an
alternative method is proposed, the applicant must submit supporting documentation to show the method
is more effective than the CAP.

Cost Analysis Procedure .

The following procedure must be used to determine the creditable pamal Tentage for a property that is
used only partly as pollution control property and that is not hsted on the ECL (Tier III application):

) [(PCF x CCN) CC@ BPl
Partial Use Determination = CCN

x 100

Production Capacity Factor (PCF) This is calculated by ,1v1dmg the capac1ty of the éxis mg
equipment or procéss by the capacity of the new eqmpment or process '

PCF = Productlon Capac1 ‘Existing Equmment or Process
Production Capacity:of New Equipment or Process

When there is an increase in production capac1ty, PCF is used to adjust tli pacity of the new equipment

or process to the capacity of the existing equipment or process When there is a decrease in production

capacity, PCF is used to adjust the capacity of* the existing eqmpment of process to the production

capacity of the new equipment ot process. In this cage, the method of calculation is mod1ﬁed so that PCF

is applied to Capital Cost Old rather than Capital Cost New

Capital Cost New (CCN). Tns is the eV' timated total c 41 cost of the new equipment or process.

3. If neither conditions 1 nor 2 apply, and the company can obtain an estimate of the cost to
manufacture the alternative equipment without the pollution control feature, then an average
estimated cost to manufacture the unit must be used. The comparable umt must be the most recent
generation of technology.

For all three methods, generally accepted accounting principles must be used.
Byproduct (BP): For property that generates a marketable byproduct, in addition to providing pollution

control, the net present value of the byproduct is used to reduce the partial determination. The value of the
byproduct is calculated by subtracting transportation and storage costs of the byproduct from the market
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value of the byproduct. This value is then used to calculate the Net Present Value (NPV) of the byproduct
over the lifetime of the equipment. The equation for calculating BP is as follows:

[(ByproductValue)— (Storage & Transport)]’
(1 + Interest R ate )’

BP=)_

Byproduct Value: The retail value of the recovered byproduct for a one year period. Typically, use the
most recent three-year average price of the material as sold on the open market. If the price varies from
state-to-state, then calculate an average, and explain how the figures were determined.

Storage and Transport: These are the costs to store and transport the bypyeduct that will reduce the market
value of the byproduct. Provide verification of how these costs werervd‘eteffhih'ed and itemized.

n: This is the estimated useful life in years of the equ1pment that‘:ls » emg evaluated forause
determination. i i

Interest Rate: This is the current Prime Lending Rate that isin effect at the time the apphcauon is
submitted. The Prime Lending Rate is defined by the Wall'Stréeet Journal as the base rate ofi corporate
loans posted by at least 75% of the nation’s 30 largest banks. ThéPrime Lendmcr Rate is posted daily in
the Wall Street Journal and on most ﬁnancial or investment web sxtes.

- The statute requires that the applicant prov1de any information requested‘-b ' the Executive Director. If an
applicant is unable to provide the information requlred in erder to use the f‘rmu]a then a negative
determination will be issued. ~

?‘neoatwe number or a zero, then there is no creditable partial percentage
sa negatlve use determination.

If the above procedure prod
for the project and the res

Cost Analysis Procedure Example
Type of faczlzz‘v S qur recove

$10,000,000

i 518,000,000

“ Tail gas zncmemtor ' 8,000,000
Soui

ater Strzpper 37,000,000

The tail gas incinerator and the sour water stripper serve no purpose and have no benefit other
than pollution control; Therefore, these units are 100 percent pollution control, and no further
analysis is needed. However, the amine unit and Claus unit are interdependent and have a
benefit to the company of generating a marketable product: sulfur. This means that each of these
units must be evaluated to determine the partial percentage creditable as pollution control
property. The capital costs of the amine unit and the Claus unit may be combined and evaluated
as one system, because the amine unit is a necessary component of the sulfur recovery unit.

Capital cost of amine and Claus units: $10,000,000 + §18,000,000 = §28,000,000
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Product value from sulfur sales: based on average sale price of sulfur of 325 per ton
(Average sulfur price) x (Design sulfur production rate) x (Days per.year operated) =
(825/ton) x (200 tons/day) > (365 days/vear) = §1,800,000

Storage and transportation costs per year: $500,000

By-product value of sulfur: based on 10 year Zife of equipment (t=10) and 1 0% interest rate
(Interest rate = 0.10) '

800,000 -500,000
a+01)"

BP = Z (Bymoducl‘VaZue) - (SfOIfagg& Transpor t) :

$1
(1 + InterestRate ) |

BP = §8,000,000 ,
Partial exemption percentage: CF=1CCN= $28 000, 000 C’CO =0

Partial Percentage = (1 % 28.000,000) - 0 - 8,000, 000"" 0.'7]
28,000,000

1%

e Unit would be eligib?iz for a
Z .Gas Incinerator and the

Thus, 71% of the capital cost of the Claus Unit and the
partial determination. In addition, 100% of the cczpztal cost of
Sour Water Stripper would be eligible.

ABOUT THE EQUIPMENT AND CATEGORIES LIST

The ECL begins on page: 34 Paﬁ ' :’m"the ECL is the former Pledetermlned Equipment List and is'a 11st
adopted under TTC, §11 31(g) Part B of the list is the categoues of property listed in §11. 31(k) of the
TTC, where it is referred to he nonexcluslve list.

Part A of the ECL is a list of propetty that the executwe director has determined is used either wholly or

' 8 S Che items listed are described in generic terms without the use of
a defined use percentage. The use percentages on Part A of the
ndald uses, of the pieces of equipment involved. If the executive director
ot being used in a standard manner, the executive director may require
that a Tier IIL analysis, using Cost Analysis Procedure, be conducted by the applicant in order to
calculate the appropuate use determination percentage. The executive director may also use the Cost
Analysis Procedure; Where it 1s_vapprop11ate in order to more accurately reflect the environmental benefit
at the site.

ECL_,arevestabhshed b'tsed 0:
determines-that the equipmen

The commission will review and update the list at least once every three years. Items may be added only
if there is compelling evidence to support the conclusion that the item provides pollution control benefits
and a justifiable pollution control percentage is calculable. Items may be removed from the list only if
there is compelling evidence to support the conclusion that the item does not render pollution control
benefits. Property used solely for product collection or for production is not eligible for a positive use
determination. Property used solely for worker safety or fire protection does not qualify as pollution
control property. For items where the description limits the use determination percentage to the
incremental cost difference, the cost of the property or device without the pollution control feature is
compared to a similar device or property with the pollution control feature.
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Part B of the ECL is a list of the pollution control property categories set forth in §11.31(k) of the Texas
Tax Code. These categories are described in generic terms without the use of brand names or trademarks.
Property used solely for product collection or for production purposes is not eligible for a positive use
determination. The pollution control percentage for this equipment is listed as a “V>, for variable, and
must be calculated on an application specific basis. Applicants should first view Part A of the ECL to see
if their equipment is already on that list. Part B is a list adopted under TTC, §11.31(m).

The following is a list of the 18 categories with brief descriptions of what property may be located within
each category.

1.

(93]

Coal Cleaning or Refining Facilities: Equipment used to remove impi{rities from coal in order to
boost the heat content and to reduce potential air pollutants and equipmerit used for coal drying,
moisture reduction, air jigging, and dry or wet mineral separa,ti‘ovn '

Fluidized Bed Combustion Systems: These are combustlon systems that use a fluidized bed that
can be atmospheric & bubbling or circulating; gas1ﬁcat10n combiriéd cycle systems; or
pressurized & bubbling or circulating systems. This category includes mJectmn of a sorbent to
reduce NO, and SO, emissions.

Ultra-Supercritical Pulverized Coal Boilers: Boiler system desigried to operate at:minimum steam
pressures of 3500 psi and temperatures of at least 1100°F/1100°F/1100°F with double reheat
configuration. For new construction, the value eligible for«a positive determination is the cost
difference between the installation of -a. Supercritical Pulverjzed Coal Boilers and the cost to
install an Ultra-Supercritical Pulverlzed Coal Boiler. For réplacement equipment, the value
eligible for a positive determination is’ the cost ‘difference between the cost of the boilers being
replaced and the cost to install an Ultra Supercrl( verized Coal Boiler.

Flue Gas Recirculatid i ;“mponents Ductwork blowers,etc. — used to redirect part of the flue
gas back to the combusﬂon chamber for reduction of NO, formation. Property may include flyash
collection in coal fired units. (Item A-83 on Part A) .

Syngas Pur1ﬁcat1on Systems ’and Gas Clea up Units: Purifies or cleans up synthe51s gas

water hea at least ‘one economizer, and at least one oxidant heater used to reduce the
temperature _nd hmmdlty of the exhaust gas stream and recover the heat so that it can be returned
to the steam generator to increase the quantity of steam generated per quantity of fuel consumed.

Exhaust Heat Re’(:overy Boilers: Equipment used to recover waste heat from the boiler to generate
additional steam. Equipment consists of economizer, evaporator, super-heater and re-heater.

Heat Recovery Steam Generators: A counter-flow heat exchanger consisting of a series of
super-heater, boiler (or evaporator) and economizer tube sections, arranged from the gas
inlet to the gas outlet in order to maximize heat recovery from the gas turbine exhaust gas

Heat Transfer Sections for Heat Recovery Steam Generator: Equipment installed in order to
reduce ambient air temperature for an air stream that will be used for combustion.
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11.

12.

13.

14.

15.

16. -«

17.

18.

Methanation: Gasification processes that use a catalyst remove carbon and produces methane. -

Coal Combustion or Gasification Byproducts & Coproduct: Equipment used for handling storage
or. freatment of coal combustion or gasification byproducts or co-products such as boiler and
gasifier slag, bottom ash, flue gas desulfurization material, fly ash, and sulfur.

Biomass Co-firing System: Equipment installed to allow the use of biomass as a supplementary
fuel in order to enhance carbon capture. Included is property used for storage, distribution, firing
systems, and carbon disposal equipment.

Coal Cleaning or Drying Processes: Equlpment such as coal d ylng, moisture reduction, or air
jigging used to produce a cleaner burning coal.

This category included several items.

~Oxy-Fuel Combustion Technology: Equipment installed to ‘allt)w the feed:iftg of O, rather than air

and a proportion of recycled flue gases to the boiler in order.to improve combt

Amine or Chilled Ammonia Scrubbingzi Equipmer provide post combustion capture
of carbon. ' ’
Catalyst based Fuel or Emission Conversion Systems: Eq« nt installed to allow the use of
catalysts to reduce hazardous air pollutant em15310ns in fuel or'emissions.

Enhanced Scrubbing Technology used to 1emove
Equipment installed that p10motes the ox1datlon 0
entering the scrubbery. ... :

ercury and other criteria air pollutants:
al mercury in the flue gas prior to

n Technologies: Systems such as chemical looping and biomass co-firing
hance carbon capture rem’f val.

Modified Combus
that are designed o

constructed acquired,
anthropogenic source

1nsta11ed wholly or partly to capture carbon dioxide from an
his state that is then geologically sequestered in this state. (This item is

_ only eligible if the USEPA adopts a final rule or regulation regulating carbon dioxide as a

pollutant)

Fuel Cells: Fuel Cells used to generate electricity using hydrogen derived from coal biomass,
petroleum coke;'or solid waste.

Any other equipment designed to prevent, capture, abate or monitor nitrogen oxides, volatile
organic compounds, particulate matter, mercury, carbon monoxide, or any criteria
pollutant.Criteria air pollutants can injure health, harm. the environment and cause property
damage. The current EPA criteria pollutants are Carbon Monoxide (CO), Léad (Pb), Nitrogen
Dioxide (NO,), Ozone (QO3), Particulate matter (PM), and Sulfur Dioxide (S8O,). :

'APPLICATION REVIEW
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The Flow Chart for Obtaining a Use Determination in this section summarizes the use determination
application process. The process begins with an applicant submitting a completed application, along with
a complete copy, and the proper fee payment to the TCEQ.

Administrative Review

The TCEQ has 3 days from the receipt of an application to determine whether the application is
administratively complete. For an application to be administratively complete, all of the required fields on
the application form must have an entry and the proper fee must have been paid. If some fields are left
blank or incomplete, if the proper fee has not been received, or if the company has an outstanding balance
with the TCEQ, then a notice of deficiency (NOD) will be mailed. This- notice will specify the
information that is needed to complete the application. The applicant then has 30 days to submit the
requested information. Failure to respond in the allotted time will resu t Ini-termination of the review and
forfeiture of the fee. The applicant may reapply, but it will be considered ;'ci'éf a new application requiring
payment of a new application fee. Once an application has been declared to be administratively complete
a letter will be sent to notify the applicant that the apphcat;qn is under technical review. In addition, a
letter and the copy of the application will be sent to the appropriate appraisal district. .

Technical Review

Once the application is determined to be administratively complete, the technical review will commence.
The technical review consists of a detailed review of the application. For Tier I, II, and III applications,
the TCEQ has 60 days from the date that an apphcatlon has been declared administratively complete to
request additional technical information. The'TCEQ must complete its. review of a Tier IV application
within 30 days of receipt of the appl1ca1:1on provided that there are no technical deficiencies. The 30 day
clock is stopped if a technical NOD is sent. The clock restarts affer.an acceptable response is received and
the application is deemed technically complete. The. applicant has 30 calendar days from receipt of the
NOD to address the deficiencies ‘and: reply to the TCEQ. A maximum of three technical NODs will be
issued. If the final response does notanswer all of the deficiencies, the application will be returned to the
applicant. If the applicant.chooses to reﬂle the apphcat” n, it will be treated as a new application and will
require the payment of the approprlate fee. All technical reviews will be documented with copies of the
documents being mailed to the:applicant an ropriate appraisal district at the completion of the
review.

, yeen completed, the applicant will receive a use determination letter and a
use determinati By statute, fi ‘executive director may not make a determination that the property is
pollution control property unless;the property meets the standards established under Chapter 17. It is the
applicant’s burden to'supply the TCEQ with the information necessary to make a use determination. If the
applicant is unable to pf ¢ the required information, the application will be returned to the applicant. If
the TCEQ determines that the property is not eligible for a positive determination, a negative
determination will be issued. For Tier III applications, if alternative equipment is not currently available
on the market or if it is not possible to develop a cost of the property without the pollutlon control feature,
then no partial will be issued.

Obtaining the Tax Exemption

If a positive use determination is made, the applicant must then submit the use determination, along with
the appropriate exemption request form, to the appraisal district in order to receive the tax exemption.
Exemption request forms can be obtained from the appraisal district. If a negative use determination is
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made, the applicant and the chief appraiser will be provided with the reason(s) for the denial. The
appraisal districts have a filing deadline for exemption requests by April 30 for each tax year. The chief
appraiser has the authority to disallow exemption requests that are not filed by the deadline. The TCEQ

provides written notice to the appraisal

district when a use determination is filed with a copy of the final

determination. However, it is the responsibility of the applicant to submit the exemption request to the
appraisal district in order to obtain the tax exemption.

Return of Fees

‘Fees shall be forfeited for applications which are denied or returned. Fees will be refunded for
applications withdrawn by the applicant if a written refund request is filed, before the technical review of

the apphca’uon has been completed.

FLOW CHART FOR OBTAINING A USE. DETERI\/IINATION

Applieént acquires, mstalls, 1ep1aces,
or constructs propetrty after

January 1, 1994

Applicant contacts the TCEQ for an
application and guidelines document

Applicant prepares application for
use determination and submits, along
with a complete copy, to the TCEQ
with appropriate fee

The TCEQ conducts the .
administrative review -

The TCEQ notlﬁes the appllcant and -

The TCEQ conducts the techni
review

The TCEQ notifies the applicant and
the appraisal district, by letter, of the
determination and the percentage

The applicant files a tax exemption
form with the appraisal district. The
use determination must be included
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http:// \xr'ww.tceq.state\.i’ <. sistarice/ Prop2/tax felief.html#apps

The application deadline is Ja

v 31. Applications received -
after that date will.be processed

> order received.

| The TCEQ has 3days from the receipt of the application to declare
| it administr a’uvely complete. If the application is incomplete, the

| TCEQ will notify the applicant, who then has 30 calendar days to
:“submlt the lnfonnatlon necessary to complete the application.

The TCEQ sends the copy of the application to the Chief

{ Appraiser.

For Tier I, II and III applications, the TCEQ has 60 days to
conduct the technical review. For Tier IV applications its 30 days.
If technically incomplete the applicant has 30 days to submit the
additional information.

If the application is withdrawn or if a negative is issued, a letter
explaining the reason(s) is sent. (See appeals process) A copy of
the technical review document is included with the final
determination. :

Forms must be filed with the appraisal district by April 30.

APPEALS PROCESS
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A use determination may be appealed by the applicant or the chief appraiser. A written appeal request
must be received by the TCEQ Chief Clerk within 20 days after receipt of the use determination letter.
The use determination is presumed to have been received on the third working day after it was mailed.

The appeal request must contain the following information:

1. Name, address, and daytime telephone of the person requesting the appeal.
(Fax number and email addresses are requested but not required)

. Name and address of the applicant and the Chief Appraiser.

. The application number assigned by TCEQ and a copy of the use determmatlon
. A description of what is being appealed.

. An explanation of the basis for the appeal. .

ANl ]

Upon receipt of the appeal, the chief clerk will forward a copy Ait"c’)‘(,the executive director and TCEQ’s
General Counsel. The General Counsel will develop the briefing schedule and ‘set the agenda date. The
chief clerk will mail a copy of the appeal to whichever party did not request the app‘éél‘

Program staff or the General Counsel’s office will co ‘the apphcant and the appraiser.: to dlscuss the
appeal. Both parties will be offered the opportunity to partl .}Sate on. Alternatlve Dispute Resolution.

The applicant and the ch1ef appraiser may testify at the commission meeting. The commission may either
deny the appeal or remand the matter to the executive director. If remanded the executive director will
conduct a new technical review and issue a new. use ‘determination. The new determination may then be
appealed using the same procedures as for the mmaI ap Neal '

Gl

Contact information for the Office of the Chief Clerk 1s"
U.S. Mail Address iy Phys1ca1 Address

Office of the Chief Cler “: Office of the Chief Clerk
TCEQ MC 105 . TCEQ MC 105

PO Box 13087 100 Park 35 Circle
Austin, TX. 78711-3087 ustin, TX. 78758

confidential terms as p €

should be submitted as ‘afattachment. Each page of the confidential information should be conspicuously
marked “CONFIDENTIAL.” The confidential information will be mailed along with the copy of the
application to the Chief Appralser

Reasons for confidentiality include the concept of trade secrecy and other related legal concepts that give
a business the right to preserve the confidentiality of business information to obtain or-retain advantages
resulting from the content of the information. The TCEQ will maintain information marked as being
confidential in a separate file.
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OBTAINING PROGRAM DOCUMENTS

Current copies of these documents may be downloaded from the TCEQ web site. The main web page
URL is www.tceq.state.tx.us. Click on the Subject Index link, then the letter T, and then click on the link
for Tax Exemptions for Pollution Control. That page has the document with Program Information and
all of the available forms and instructions.

CONTACTING THE PROGRAM

Questions relating to this program can be sent by U.S. mail to the following address:

TCEQ - MC-110

Attention: Tax Relief Program
PO Box 13087

Austin TX 78711-3087

By email at: txreliefi@tceq.state.tx.us; by fax: (512) 239- 5678 or by telephone (512) 739 3100

- APPLICATION FILING
Filing Information

Send the completed applications and coples to
U.S. Mail v
TCEQ - Cashiers Office MC-214

Tax Relief Program

PO Box 13088

Austin Texas 78711-3088 -

Palk 35 Circle
TX 78753

Each application must memde a 51gnatﬁre page with dn original signature, preferably in a colot other than
black, and the proper fee payment ora copy of the ePay 1ece1pt

UENT FEE/PENALTY PROTOCOL

. DEE

In accor dance with the .
administratively complete un
Attorney Gene1 al on behalf of TCEQ are paid.

’S Dehnquent Fee and Penalty Plotocol applications will not be declared

Information ab/oti’gv_the Delinquient Fee Protocol can be found here:

http://www.tceq.state

'faéenéy/delin/ index.html
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USE DETERMINATION
FOR POLLUTION CONTROL PROPERTY

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

Information must be provided for each field unless othe;,rv/yi{j‘s‘e__’noted.
1. GENERAL INFORMATION

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

[] Corporation [] Sole Per_rié%br:“ o
[ Partnership [] Utilit
[] Limited Partnership ] Other-

B. Size of company: Number of Employees

109 [ 1,000t01,999
[] 100 to 499 []2,000004,999
] 500 to 999 [] 5,000 ormore

C. Business Desc_ripfiéi
facility) '

Tier IV $500 Fee
deér to the TCEQ, or a copy of the ePay receipt along with the

C. City, State,;_%‘nd Zip

4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit:

B. Type of Mfg. Process or Service:

C. Street Address:

D. City, State, and Zip:

Page 17 of 55 January 2008



E. Tracking Number (Optional):

F. Company or Registration Nummber (Optional):

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

A. Name of Appraisal District:

B. Appraisal District Account Number:

CONTACT NAME

&

A. Company/Organization Name

B. Name of Individual to Contact:

C. Mailing Address (Street or P.O. Box):

D. City, State, and Zip:

E. Telephone number and fax number: ..; .

F. E-Mail address (if available):

R S STATUTORY P VISION
tion that is met or exceeded

7. RELEVANT RULE, REGULATI. _
For each media, please list the specific:¢ nvnonmental rule or re
by the installation of this property.

MEDIUM | Rule/Régiilation/Law
Air AL

Land: If a use determination is being requested for land, provide a legal description and an
accurate drawing.of the property in question.

9. PARTIAL PERCENTAGE CALCULATION
This section is to be completed for Tier III and IV applications. For information on how to
conduct the partial percentage calculation, see the application instructions document. Attach
calculation documents to completed application. '
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10. PROPERTY CATEGORIES AND COSTS
List each control device or system for which a use determination is being sought. Provide
additional attachments for more than 3 properties.

Property ‘ Taxable | DFC | ECL | Estimated | Use |
on Box # Cost %
1/01/94?
Land
Property

Totals

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

Clves [INo

12. APPLICATION DEFICIENCIES
After an initial review of the application;;the TCEQ may determine that the 1nformat10n provided
with the application is not sufficient to make a use deter iination.” The TCEQ may send a notice of
deficiency, requestmg addmonal informatic that must be. prov1ded within 30 days of the written

notice.

13. FORMAL REQﬁEST FOR SiGNATURE ‘
By signing this apphcatlon you certify that thi
and behef ;

ormation is true to the best of your knowledge

Date:

years and é‘ziﬁ 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 September 1, 2006)
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INSTRUCTIONS FOR COMPLETING APPLICATION FORM

The following instructions are intended to provide assistance in completmg the TCEQ Applzcat;on for
Use Determination for Pollution Control Property.

GENERAL INFORMATION

If you have questions or require additional clarification or assistance please contact the Tax Relief
Program at (512) 239-3100, or by email! at txrelief@tceq.state.tx.us

~ The TCEQ may request additional information by mailing a deficiency letter, This additional information
must be provided within 30 days of receipt of the written request or the apphcatlon will be returned to the
applicant.

Applications not accompanied with the proper fee payment or a copy of the ePay receipt will be mailed a
deficiency letter. Review of the application will not begin unt'l the p10pe1 fee is recgived.

OBTAINING COPIES OF THE APPLICATION FORM AND OTHER DOCUME

A copy of the official application form in chlosoft Wor at is’ avallable on the TCEQ Web page.
The Equipment and Categories list (ECL) is included in both the Application Instructions and the
guidance document (RG-2?). The documents can be downloaded from the link titled “Application Forms
and Guidance Documents”. The URL is: http //www toeq state.tx. us/a551stance/Prop2/p1 op2.hitml#apps

Flhng Information

Send the completed apphcanons and copiesto: . . G
U.S. Mail 5 e Pliysical Address

TCEQ - Cashiers Office, MC 214 e k3 TCEQ - Cashiers Office MC-214
Tax Relief Program -* | °. Building A

PO Box 13088 ' S 12100 Park 35 Circle

‘Austin Texas 78711-3088 Austin, TX 78753

Other Information

, Wlltten corresponder -should be- ;seht to: TCEQ - MC-110, Attention: Tax Relief for Pollution
Control Pt opert Program, P.O. Box 13087, Austin, Texas, 78711 3087 or faxed to (512) 239-5678. The

APPLICATION INSTRUCTICNS

1. General Information

This section is used to ‘provide general information about your company. The TCEQ does not use this
information as part of the use determination review process. This information will be used by the TCEQ -
to compile a statistical analysis of use determinations processed by the agency.

Select the type of ownership of the facility by placing an “X” in the appropriate space. If “Other” is
selected, use the space provided to explain.
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Complete the “Size of Company” section by selecting the appropriate spaces for the number of employees
for the entire company, not just the facility covered by the application.

Complete the “Business Description” section by providing a brief description of the nature of the business
or activity that occurs at this facility.

2. Type of Application

Place an X on the proper line to identify the type of application being filed. If a project includes the
installation of both property listed on Part A of the ECL property and property which is not listed, the
property may be listed on one application. A Tier IV application must be ﬁled for all equipment that is
contained in one of the categories list on Part B of the ECL.

The types of applications for pollution control property are:

Tier I: This is for property that is on Part A of the ECL and as 1ong“'as no variainge from the listed
percentage is requested.. The fee is $150. The application can only include items that are on Part A
of the ECL or are necessary for the installation or operat' 1 of that proper’ty.
i

Tier II: This is for property that is used 100% as pollut1on contro] property but is not on Part A of the
ECL. The fee is $1,000. i

Tier III: This is for property that is part1a11y used as pollutlon control property but is not listed on Part A
of the ECL. The fee is $2,500.

Tier IV: This is for property that is contained in one of the ateoorles hste on Part B of the ECL. The fee
is $500. I :

3. Name oprplieant .

f the owner of the facility for which this

Provide the name, ma111ncr address and telephone num
application is being filed. ‘

operty R questing a Tax Exemption

ame of the facﬂlty, the type _fac111ty, and the physical address of the facility. The facility
be the address used by thelocal appraisal district to identify this facility. Provide the name
of the county in ‘which the famhtyw is located. :

5. Name of Appraisal District with Taxing Authority over Property

Provide the name of the“appraisal district(s) in which the property is located. This information is required
and will be used by the'TCEQ to notify the appropriate appraisal district(s) that an application for use
determination has been filed. Provide the Appraisal District Account Number for the facility or property.
If the property is located in more than one appraisal district, list all of the appraisal districts and the
associated account numbers.

6. Contact Name
Provide the company name, contact name, mailing address, telephone number, e-mail address, and fax

number of the person whom the TCEQ is to contact in case of questions relating to this use determination
application. All correspondence relating to this application will be directed to this person.
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7. Relevant Rule, Regulation, or Statutory Provision

For each of the pollution control properties listed on this application, select the type of medium or media
(air, water, waste) for which this property or device is required. Use the second column to cite the specific

environmental rule, regulation, and/or law that is being met or exceeded by the installation of this
property. The citation should be specific and should include the section and/or subsection of the rule,
regulation, and/or law.

In order to receive a positive use determination, the application must list a rule, regulation, or statutory
provision that has been adopted by the Environmental Protection Agency of. the‘_ Inited States, the state of
Texas, or a political subdivision. Regulations adopted by health and safety'agenmes such as Occupatmnal
Safety and Health Administration requirements, do not meet this cr 1te1,1j ‘

urces available on the
located in the
llowing sites may

If the applicant is uncertain of a specific rule to list in this sectlon thexe are mat
internet as references. Most, if not all, of the applicable enviropinental rules sh
Texas Administrative Code 30 or in the Code of Federal Regulatlons Title 40. The
be helpful: :

Title 40 CFR Chapter Index: http://www. epa gov/epahome/cfr40 htm
Code of Federal Regulations: http:/www.gpoaccess.gov/cfr/index.html
TCEQ Rules (Chapter 30):  http:/www.sos.state.tx.us/tac/index.shtml

8. Description of Property ‘

Do not simply repeat the description from the ECL Descrlbe the property and how it will be used at your
facility. Equipment should be listed at the control device or process ¢hange level. If you install a control
device, such as a scrubber, you need only to list the scrubber. You do not need to list each individual
piece of the scrubber. If necessary, please attach sketches and/or flow diagrams to assist agency staff
with the review process.’

gt ,‘

Land: provide a legal descript'i:on _and,‘ah:é, ' @ftr_gat;ebplot_plah of the land in question.

Example 1opelty De c1 1pt10n
s _in storage tanks T-01 and I-02. Each roof consists of an

‘ﬁec/zalzzCa\ll hoe seal. The installation will reduce evaporation and VOC

The Decision F low Charts (DFC) are used to determine the cmrect apphcatlon tier for pollution control
property. Each piece of equ1pment or process change must be processed through the Decision Flow Chart
(Figure 17.15(a) page 45). If it is determined that the property is contained in one of the categories listed
on Part B of the ECL the Part B DFC (Figure 17.15(b) page 47) is used. Each item of property listed on
the application must result in a yes answer to boxes 3 and 5 on the DFC or boxes 2 and 3 on the Part B
DFC. Use the table in section 10 to document which box was the final destination of each piece of
equipment. '

(b) For applications containing only property located in Part B of the figure in §17 .14(2) of this

title (relating to Equipment and Categories List); the Part B Decision Flow Chart shall be used for each
item or process to determine whether the particular item will qualify as pollution control property. The
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executive director shall apply the standards in the Part B Decision Flow Chart when acting on an
application containing only property that is listed in Part B of the Equipment and Categories List.

10. Partial Percentage Calculation

The Cost Analysis Procedure (CAP) is used to calculate the partial determination for Tier III applications.
The TCEQ encourages applicants to use the CAP for calculating use determination percentages for Tier
IV applications. If a method other than the CAP is used to determine the use determination percentage for
a Tier IV application, the applicant must supply an explanation and justification of the method. An
example using the CAP is provided in the technical guidance document on page 12.

The variables used in the CAP equations in this section are defined as fol_loWs: B

Capital Cost New - the estimated total capital cost of the equlpment or pro

Capital Cost Old - the cost of comparable equipment or process: w1thout the pollutlon control. The
standards used for calculating Capitol Cost Old are as follows: ‘ :

. If comparable equipment without the pollution“control feature is on the market in the United
States, then an average market price of the most recent generanon of technology must be used.

. If the conditions in variable 3.1 of §17.17(b) do not apply and the company is replacing an existing

" unit, then the company shall convert the original cost of ‘the unit to today’s dollars by using a

published industry specific standard. Ifthe oduction capacity of the new equipment or process is

lower than the production capacity of the old equi ss, CCO is divided by the
Production Capacity Factor (PCF) in order to reduce CCO to reﬂect the same capacity as CCN.

. If the conditions in var1ables 3.1and 3.2 of §l7 l7(b) do not apply, and the company can obtain an
estimate of the costto manufacture the alternative equipment without the pollution control feature,
then an average estimated cost to manufacture the unit must be used. The comparable unit must be
the most recent generatlon of technology

A calculated Val

to ad]ust the value of a pamal use determlnauon to

S by the capac1ty .of the new equ1pment or process. The Production Capacity
e 1S an 1ncrease in production capacity.

byproduct is use ;v‘to reduce the partial determination. The value of the byproduct is calculated by
subtracting the transpo ation and storage of the byproduct from the market value of the byproduct. This
value is then used to- »_alculate the net present value (NPV) of the byproduct over the lifetime of the

equipment.

Byproduct Value —is equal to the retail value of the recovered byproduct for a one year period. Typically,
the most recent three-year average price of the material as sold on the open market should be used in the
calculation. If the price varies from state-to-state, the applicant shall calculate an average, and explain
how the figures were determined.

Storage and Transport - These costs are the costs to store and transport the byproduct. These costs will

reduce the market value of the byproduct. The applicant shall provide verification of how these costs
were determined and itemized. :
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N - This is the estimated useful life in years of the equipment that 1s being evaluated for a use
determination.

Interest rate - This is the current Prime Lending Rate that is in effect at the time the application js
submitted. The Prime Lending Rate is defined by the Wall Street Journal as the base rate on corporate
loans posted by at least 75% of the nation’s 30 largest banks. The Prime Lending Rate is posted daily in
the Wall Street Journal and on most ﬁnanc1al or investment web sites.

In order to receive a partial determinati ,on»you must use the cost analysis procedure as detailed in 30 TAC
§17.17. The cost analysis procedure requires the use of the following equation'

100

[(Production Capacity F actor x Capital CostNew ) — Capztal Cosz‘OZd Byproducl]
Capital CostNew G

BHMy

On a separate piece of paper provide a response for each of the«f‘olldWing sections::

the followmg equation to calculate the Pr oductlon- \apaeny Factm

d : t
Production Capa01tyFactor - Pro ucz‘zon.Capam yof Old Property

Producz‘zon Capa01ty of New Property

2. Capital Co‘st New — Provide a de’scrlptlon of how t’he est‘lmated dollar value was calculated.

I

Capital Cost Old — Provide a descnpnon of how the estunated dollar value was calculated
Explain which of the three opt1ons was used: to dete1 mine the capital cost old.

4, Byploduct Does \tl”l ] 1nsta11at10n of this plopel“cy“ result in the creation of a byploduct If the
answer is yes, provide a description of the byproduct. Use the following equation to calculate the
value of the byploduct Explam ‘how edch variable of the equatlon was determined. Show the

The first column of this ‘table is for categorizing the type of property. There are two category types, Land
“and Property. In the pr operty section, list the property or equipment that was described in section 8 of this
application.

The second column is used to certify that the property listed in the first column was not taxable on or
before January 1, 1994. Enter "No” in this column to show that the property was not purchased,
constructed, or installed on or before January 1, 1994. If the answer is "Yes”, then the property is not
eligible for a tax exemption.
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The third column is used to record which box on the Decision Flow Chart was the final destination of the
property.

The fourth column is used for property that is listed on the ECL. Place the appropriate ECL item numbers
in this column.

The fifth column is used to record the estimated or actual purchase cost of the property listed in the first
column. '

The sixth column is used to list the partial use determination percentage. For property that is not used
wholly for pollution control, enter the estimated pollution control percentage calculated above in section

10 or the percentage listed on the ECL.

12. Emission Reduction Incentive Grant

Senate Bill 5, 77" Legislative Session, established the Texas Emrssron Reductron Program (TERP). The
TERP program is authorized to provide incentive grants for certain emission reduction activities. The
amount of the grant is reduced by the amount of any additional financial incentives. received for the
“property/project. A tax exemption granted under this program is consrdered tobe a ﬁnancral incentive.
Place an X in either the Yes or No box. More information abOL the TERP program may be obtained by
calling 512/239-4900 or by e-mailing: terp! a‘teer .state IX.US.

13. Application Deficiencies (provided for 1nf0rma ional purposes only)
After an initial review of the application; the" TC‘:;jQ-may determine’ that the information provided
with the application is not sufficient to make a use ( ination.< The TCEQ may send a notice of
deficiency, requestmg additional information that must be rovided within 30 days of the written
notice. . ; '

14. Formal Request for Slgnature

) must.be srgned and dated. The application should be signed by
designated representative. By signing this application, you certify
the best of your knowledge and belief.

of the Attorney General on beha of the TCEQ, have been paid in accordance with the Delinquent Fee
and Penalty Protocol. (Effectlve September 1, 2006)

Additional information about the Delinquent Fee Protocol including contact information can be found
here: http://www.tceq.state.tx.us/agency/delin/index.htmi
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CHAPTER 17: TAX RELIEF FOR PROPERTY USED FOR ENVIRONMENTAL PROTECTION
§17.1. Scope and Purpeose.

The purpose of this chapter is to establish the procedure and mechanism for an owner of pollution
control property, to apply to the commission for a determination of pollution control use.

§17.2. Definitions.

Unless specifically defined in the Texas Clean Air Act (TCAA), the Texas Solid Waste Disposal
Act (TSWDA), the Texas Water Code (TWC), the Texas Tax Code (TTC r the Texas Health and
Safety Code (THSC), or in the rules of the commission, the terms used by thé commission have the
meanings commonly ascribed to them in the fields of pollution control: perty taxation. In addition to
the terms which are defined by the TCAA, the TSWDA, TWC, TTC, and SC, the following words and
terms, when used in this chapter, shall have the following meanlngs unless the context clearly indicates
otherwise. k&

(1) Byproduct--A chemical or materlal that would nounally be’ considered a- waste
material requiring disposal or destruction, but due to pvllution control property is _used as a raw
material in a manufacturing process or as an end:product. The pollution control property extracts,
recovers, or processes the waste material so that it can be used i m another 1nanufactu11ng process or an end

product.

(2) Capital cost new--The estimated total oapital st.of the equipment O process.

(3) Capital cost old--This is*

pollution control feature.

calculate the percentage of a pi )j
control property. ~

irt--A flow chart which is used to determine if a property or process,
in §l 7,,_1,,4(121)( of this title (relating to Equipment and Categories

place for use or service.

(9) Part B decision flow chart--A flow chart which is used to determine if a property or
process, which falls under a category listed in Part B of the figure in §17.14(a) of this title (relating to
Equipment and Categories List), is eligible for a whole or partial use determination or a negative use
determination as pollution control property.

(10) Partial Determination--A determination that an item of property or a process is not
used wholly as pollution control.
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(11) Pollution control property--A facility, device, or method for control of air, water, or
land pollution as defined by Texas Tax Code, §11.31(b).

(12) Production capacity factor--A calculated value used to adjust the value of a partial
use determination to reflect capacity considerations.

(13) Tier I--An application which contains property that is in Part A of the figure in
§17.14(a) of this title (relating to Equipment and Categories List) or that is necessary for the installation
or operation of property located on Part A of the Equipment and Categories List.

(14) Tier II--An application for property that is used wholly:for the control of air, water,
and/or land pollution, but not on the Equipment and Categorxes Llst located in' §17.14(a) of this title
(relating to Equipment and Categories List). ,

(15) Tier IlI--An application for property used B'a:"i'tially for the control of air, water,
and/or land pollution but that is not included on the Equlpment and Categories L]St located in §17.14(a)
of this chapter.

(16) Tier IV--An application contain ly pollutlon control property whxch‘falls under
a category located in Part B of the figure in §17.14(a) of this title, (relatmg to Equipment and Categories
List). .

, (17) Use determination--A ﬂndm either posmve or'negative, by the executive director
that the property is used wholly or partially for: po]lutron control purpos listing the percentage of the
property that is determined to be used for polluthp Contr

(18) Use determination letter--The letter sent t 1e'app110ant and the chief appraiser
which includes the executivé director's use determmanon In addltlon to the use determination, the letter
will also include at leasy_ followmg mformauon

worksheet;

: E) in, the case of a Tier IV application, a copy of the worksheet explaining the
calculation of the use p centage and :

"(F) any other information the executive director deems relevant to the use
determination.

§17.4. Applicability.

() To obtain a positive use determination, the pollution control property must be used,
constructed, acquired, or installed wholly or partly to meet or exceed laws, rules, or regulations adopted
by any environmental protection agency of the United States, Texas, or a political subdivision of Texas,
for the prevention, monitoring, control, or reduction of air, water, or land pollution. In addition, pollution
control property must meet the following conditions.
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(1) Property must have been constructed, acquired, or installed after January 1, 1994.

(2) Land must mclude only the portion of the land acquired after January 1, 1994, that
actually contains pollution control property.

(3) Equipment, structures, buildings, or devices must not have been taxable by any taxing
unit in Texas on or before January 1, 1994, except that if construction of pollution control property-was in
progress on January 1, 1994, that portion of the property constructed, acquired, or installed after January
1, 1994, is eligible for a positive use determination.

(4) Property purchased from another owner is eligible for a posmve use determination if
it is acquired, constructed, or installed by the new owner after Januar; 1994 will be used as pollution
control property, and was not taxable by any taxing unit in which th y is located on or before that
date.

(b) The executive director shall determine the portion-of the*poliution control |
a positive use determination. :

(c) The executive director may not make a de
property unless all requirements of this section and the appl
this title (relating to Review Standards and Pal*tial Determinatiorn

ymatlo that property is pollutlon control
equirements of §17.15 and §17. 17 of
ve been met.

(d) The executlve dlrector may not make a determmatlon that property is pollution
control property unless all requirements of this sectlon and the requirements of §17.15 and
§17.17 of this tltle (relating to Review Standalds and Partial Deterimination) have been met.

§17.6. Property Inellglble for Exemptlon from Taxatlon

The followmg are
under this chapter:

t exempt ﬁom taxatlon and are not entitled to a pOSlthG use detennmatlon

is not entitled to an exemption from taxation solely on the basis that the
ture ot “produce a product or p10v1de a service that prevents, monitors,
r land pollu’uon

W
property-is used to man
controls, or reduces air, wat

=(2) property that | used for resideniial purposes, or for recreational, park, or scenic uses

as defined by Tax Code, §23.81;

(4) property that was subject to a tax abatement agreement executed before January 1,
1994. However, propetty acquired, constructed, or installed after expiration of a tax abatement agreement
could be eligible for a positive use determination.
§17.10. Application for Use Determination.

(a) In order to be gr anted a use determination a pelson [or political subdivision] shall submit to
the executive d1rector ,

(1) a commission application form or a similar reproduction and one copy; and
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(2) the appropriate fee, under §17.20 of this title (relating to Application Fees).

(b) An application must be submitted for each unit of pollution control property or for each
facility consisting of a group of integrated units which have been, or will be, installed for a common
purpose.

(c) If the applicant desires to apply for a use determination for a specific tax year, the application
must be postmarked no later than January 31 of the following year. Applications postmarked after this
date will not be processed until after review of all applications postmarked by the due date are completed
and without regard for any appraisal district deadlines.

(d) Except for paragraph (1) of this subsection, all use deterrnmatlon applications shall contain at
least the following: :

(1) for Tier 1, II, and III use determination appl'i\’eations the anticipated environmental
benefits from the installation of the pollution control property for the contro] of air, water, or land
pollution;

(5) if the installation includes preperty that is'not used wholly for the control of air,
water, or land pollution, and:is not on the Equipment and Categories List, a worksheet showing the
calculation of the Cost Analysis Procedure, §17.17 of this chapter (relating to Partial Determination), and
explaining each of the 'V’ar'iableS' "

(6) if the pollutlon control p contains equipment which falls under one of the
B of the Equipment and- ories List, located in §17.14 of this title (relating to
List), a worksheet showmg the method and the calculation used to calculate

categories liste
Eqmpment and

another owner who pre< _ously used the property as pollution control property, a copy of the bill of sale or
other information submltted by the person or political subdivision that demonstrates, to the satisfaction of
the executive director, that the transaction involves a bona fide change in ownership of the property and is
not a sham transaction for the purpose of avoiding tax liability;

(9) the name of the appraisal district for the county in which the property is located; and

(10) the appropriate Decision Flow Chart, §17.15 of this title (relating to Review
Standards), showing how each piece of pollution control property flows through the applicable diagram.

§17.12. Application Review Schedule.
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Following submission of the information required by §17.10 of this title (relating to Application
for Use Determination), the executive director shall determine whether the pollution control property is
used wholly or partly for the control of air, water, or land pollution. If the determination is that the
property is used partly for pollution control, the executive director shall determine the proportion of the
property used for pollution control.

(1) As soon as practicable, the executive director shall send notice by regular mail to the
chief appraiser of the appraisal district for the county in which the property is located that the person has
applied for a use determination under this chapter.

(2) Within three days of receipt of an apphcatlon for use-determination, the executive
director shall mail written notification informing the apphcant that the appllcatlon is administratively
complete or that it is deficient.

(A) If the application is not admlmstratlvely complete the notification shall
specify the deficiencies, and allow the applicant 30 days toptovide the requested information. If the
applicant does not submit an adequate response, the application will be sent back to't > applicant without
further action by the executive director and the apph n fee will be forfeited under.§17.20(b) of this
title (relating to Application Fees). : e

(B) For Tier I, II and III apphcatlon adc’lmonal technical mfonnatlon may be
1equested within 60 days of issuance of an administrative completeness letter. If the applicant does not
provide the requested technical information within 30 days, the’ apphcatlon will be sent back to the
applicant without further action by the executive dlrectm and the applica Jon fee will be forfeited under
§17.20(b) of this title. :

(C) If an application is sent back 1o th pl ant under subparagraphs (A) or (B)
of this paragraph, the apphcant may 1eﬁle the apphcatmn and pay the appropriate fee as required by
§17.20 of this title. ,

i lirector will complete the technical review of
d application documents.

3) For T et IV applications the executi
the application within 30 daysef ‘rec‘.e‘ipt; of vthe-,r.equi

’ rector shall determme whether the property is or is not used wholly
he exeCL ve director is authorized to grant positive use-determinations for
ed in the application that is deemed pollution control property.

or partly to control pollutio
some or all of the pr operty

: (A) If a posmve use determination is made, the executive director shall i issue a
use determinat tter to the applicant which describes the proportion of the ploperty that is pollutlon

control property.

B)If a negatlve use determination is made, the executive director shall issue a
denlal letter explaining the reason for the denial.

(C) A letter enclosing a copy of the determination shall be sent by regular mail to
the chief appraiser of the appraisal district for the county in which the property is located.

§17.14. Equipment and Categbries List.
(a) The Equipmenf and Categories List (E‘CL)bisa two-part list. Part A is a list of the property that

the executive director has determined is used either wholly or partly for pollution control purposes. Part
B is a list of categories of property which is located in Texas Tax Code (TTC), §11.31(k).
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Figure: 30 TAC §17.14(a)
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Equipment and Categories List
Part A

Part A of the Equipment and Categories List is a list of property that the executive director has determined is used
either wholly or partly for pollution contro! purposes. The items listed are described in generic terms without the use
of brand names or trademarks and includes a defined use percentage. The use percentages on Part A of the ECL are
established based on standard uses of the pieces of equipment involved. If the executive director determines that the
equipment is not being used in a standard manner, the executive director may require that a Tier III analysis, using
the Cost Analysis Procedure, be conducted by the applicant in order to calculate the appropriate use determination
percentage. The executive director may also use the Cost Analysis Procedure, where it is appropriate, in order to
more accurately reflect the environmental benefit at the site. The commission will review and update the list at least
once every three years. Items may be added only if there is compelling evidence t6 support the conclusion that the
item provides pollution control benefits and a justifiable poliution control perce’n”tage is calculable. Items may be
removed from the list only if there'is compelling evidence to support the conclision that the item does not render
pollution control benefits. Property used solely for product collection or for producnon is not eligible for a positive
use determination. Property used solely for worker safety or fire prqteeﬁon does not quahfy as pollution control
property. For items where the description limits the use determinatiofi percentage to the:incéremental cost difference,
the cost of the property or device without the pollution control feature is:compared to a similar device or property
with the pollution control feature. Part A was formerly leferred 10 as the Pledetermlned Equ1pment Lxst PartAisa
list adopted under TTC, §11.31(g). s

i

Air Pollution Control Eq pm t

[Media  [Property [Description %
Partlculate Control Dev1c
A-1 |Air Baghouse Dust Collectors el 100
A-2 |Air Demisters or Mist Eliminators , idge 100
Added hqmd droplets m exhaust gas streams.
A-3  |Air Electrostatic, P j Wet or dry partigtilate collection by creating an 100

electric field between positive or negative electrodes
s and: ¢ollection surface.

A-4  |Air Dry Cyclone Separators Single ot multiple inertial separators, with blowers, {100
Wil ductwork, etc. used to remove particulate matter from

exhaust gas streams.

'Wet collection device using spray chambers, wet 100

cyclones, packed beds, orifices,-venturi, or high-

pressure sprays to remove particulates and chemicals

from exhaust gas streams. System may include

pumps, ductwork, blowers, etc. needed for the

equipment to function.

A-5 |Air

A-6 |Air 1/Chemical Spirays and Spray nozzles, conveyor and chute covers, 100
ast i windshields, piping, pumps, etc. - used to reduce

fugitive particulate emissions.

A-7 |Air Installed on electric generating units in order to 100

control particulate emissions and opacity on start-up.
Combustion Based Control Devices

A-20 |Air Thermal Oxidizers Thermal destruction of air pollutants by direct flame {100
combustion.

A-21 |Air Catalytic Oxidizer Thermal destruction of air pollutants that uses a 100
catalyst to promote oxidation.

A-22 {Air Flare/Vapor Combustor Stack, burner, flare tip, blowers, etc. - used to destroy {100

air contaminants in a vent gas stream.
Non-Volatile Organic Compounds Gaseous Control (VOC) Devices

A-40 |Air Molecular Sieve Microporous filter used to remove Hydrogen Sulfite |100
(H,S) or Nitrogen Oxides (NO,) from a waste gas
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No. [Media Property Description %

stream.
A-41 |Air Strippers Used in Conjunction with  [Stripper, with associated pumps, piping - used to 100
Final Control Device remove contaminants from a waste gas stream or

waste liquid stream. Stripper associated with product
or by-product improvement does not qualify.

A-42 |Air Chlorofluorocarbon (CFC) Projects to replace one CFC with an environmentally |100
Replacement Projects cleaner CFC or other refrigerant where there is no
increase in the cooling capacity or the efficiency of
the unit. Includes all necessary equipment needed to
replace the CFC and achieve the same level of cooling

capacity.

A-43 |Ailr Refrigerant Recycling Equipment  [Equipment used to recover and recycle CFC’s and 50
halocarbons. : - :

A-44 JAir Halogen Replacement Projects All necessary equipment neédéd to replace the 100

Halogen in a'fire suppression systeth with an
environmegiitally ¢leaner substance:
Monitoring and Sampling Equipment

A-60 |Air Fugitive Emission Monitors c: vapor analyzers used to dlscove _eakmv 100
piping components :
A-61 |Air Continuous & Noncontinuous - [Monitors, analyzers, buildings, air condmomno 100
Emission Monitors equipment, gas'find Infrared (IR) Cameras, etc.
- ‘=, |constituting a monitoring system required to
/-{demonstrate comphance ‘with emission limitations of
t regulated air contamina ncludmg flow and
- |diluent ‘gas:monitors and dedicated buildings).
A-62 |Ailr Monitoring Equipment on Final =~ Temperature monitor.or controller, flow-meter, pH 100
Control Dev1ces o meter, etc. for a pollut1on control device. Monitoring

ofiproduction equipment or processes is not included.

A-63 |Air )ff-Site Amb1ent Air rs, structures, analytical equipment, sample 100
Monitdﬁng Facilities ors, monitors, power supplies, etc.
A-64 |Air Noncontinious' EmlSSlOI’] Momtors monitors, analyzers, structures, trailers, air {100

itioning equipment, gas find IR Cameras, etc.

d to demonstrate compliance with emission

limitations.

sion Monitors Monitoring of process and operational parameters that|100
' =t lare ysed to calculate or determine compliance with

emission limitations.

Construction of stack or tower sampling ports used for|100

emission sampling or for the monitoring of process or

operational parameters that are used to calculate or

determine compliance with emission limitations.

Portable

A-65

A-66

A-67 Automotive Dynamometers Automotive dynamometers used for in-house 100
emissions testing of fleet vehicles in order to reduce
& emissions.
Control of Nitrogen Oxides
A-80 |Air Selective Catalytic and Non-catalytic {Catalyst bed, reducing agent injection and storage, 100
Reduction Systems monitors - used to reduce Nitrogen Oxide (NO,,

emissions from engines/boilers. Non-selective systems
use a reducing agent without a catalyst.

A-81 |Air Catalytic Converters for Stationary |Used to reduce NO, emissions from internal 100
Sources combustion engines.
A-82 |Air Air/Fuel Ratio Controllers for Piston-|Used to control the air/fuel mixtures and reduce NO,. [100

Driven Internal Combustion Engines |[formation for fuel injected, naturally aspirated, or
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Media

Property

Description

% .

turbocharged engines.

Air

- |[Flue Gas Recirculation

Ductwork, blowers, etc. - used to redirect paxt of the
flue gas back to the combustion chamber for reduction
of NO, formation. May include flyash collection in
coal fired units.

100

A-84 |Air

Water/Steam Injection

Piping, nozzles, pumps, etc. to inject water or steam
‘linto the burner flame of utility or industrial burners or
the atomizer ports for gas turbines, used to reduce
NO, formation.

100

A-85 AL

Overfire Air & Combination of .
asymmetric over fire air with the
injection of anhydrous ammonia or
other pollutant-reducing agents

" |The asymmetric over fire air layout injects preheated
air through nozzles through a seties of ducts, dampers,
expansion joints, and valves also arihydrous ammonia
or other pollutant-reduc‘ ,g agent injection is done at
the same level.

100

A-86 |Air

Burners Out of Service

Staging of burner ﬁung by not ﬁrmg specific burners
within a con ”"stlon unit for the pm pose of
eliminating hot spots to reduce NO, emissions.-

A-87 |Air

Lean-Burn Gas-Fired
Compressor Engines

Advanced ignition & combustion system that
introduces excess air into a reciprocating g
compressor: engme to make the engme lun lean

A-88 |Air

Low-NO, Burners

i - [burners with low

-NO, burners for pollution control

o purposes. The incremental-cost difference between the

existing bumers and then
posmve use determinatiot.

W burners is eligible for a

100

A-89 |Air

Over-Fire Air Systems

: System which d erts. ‘combustion air from the burners
to ports or nozzles located above the burners to reduce
combustion zon& temperatures thereby reduces

- |thermal NO,

100

A-90

Air

|Con

Low Emissions Conversion Kit for-
Internal Combuistion Rec1procatmg
'esSor Engmes S :

[Installation of conversion kits to reduce NOx
emissions from existing internal combustion engines
tused’to drive natural gas compressors These kits
include igniter cells or assemblies that ignite a fuel
rich mixture in a pre-combustion chamber and forcing
it into the power cylinder while still burning.

delivers rich fuel to the igniter cell & power cylinders,
power pistons, & power cylinder heads to replace the
existing cylinders, pistons & heads.

Additional components consist of pilot gas system that

100

A-91 [Air

Installed in the fire box of boilers and industrial
furnaces to eliminate hot spots; thereby reducing NO,
formation.

100

A-92 |Air

Power Generation Burner
Retrofit”

Retrofit of existing burners on electric power
generating units with components for reducing NOx
including directly related equipment.

100

A-93 |Air

High-Pressure Fuel Injection System

Retrofit technology for large bore natural gas fired
internal combustion engines to reduce NOx and
Carbon Monoxide (CO) emissions. System includes
injectors, fuel lines, and electronic controls.

[A-94 [Air

Wet or Dry Sorbent Injection
Systems

Use of a sorbent for flue gas desulfurization or NOx
control.

100

Volatile Orgamc C

ompounds (\4 OC) Control

|Act1vated Carbon Systems

A-110 JAir
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No.

Media

Property

Description

%

piping, condensers - used to remove VOCs or odors
from exhaust gas streams.

A-111

Air

Storage Tank Secondary Seals and
Internal Floating Roofs

Used to reduce VOC emissions caused by evaporation
losses from above ground storage tanks.

100

A-112

Air

Replacement of existing pumps,
valves, or seals in piping service

The incremental cost difference between the cost of

is eligible only when the replacement of these parts is
done for the sole purpose of eliminating fugitive
emissions of volatile organic compounds. New
systems do not qualify for this item.

the original equipment and the replacement equipment

100

A-113

Air

Welding of pipe joints in VOC
service (Existing Pipelines)

Welding of existing thread; langed pipe joints in
order to eliminate fugitive€mission leaks.

100

A-114

Air

Welding of pipe joints in VOC
Service (New construction)

The incremental cost,:giff ce between the cost of
using threaded or flanged joints and welding of pipe
joints in VOC service.

100

A-115

Air

Carbon Absorber

Preventive abatement equipment absorbs VOCs,

combiné with organic chemicals.

Freon and emission streams by usrng carbons atoms to

100

Mercury Control

Air

Sorbent Injection Systems

.[hoppers, particul
£+ tthe equipment to function:

Sorbents sprayed 1nto the flue gas that chemlcally
reacts to absoth mercury. The sorbents aré'then
removed by 4 partlculate removal device. Equipment
may include pumps;tanks, blowers, nozzles ductwork,
llection devices, etc. needed for

100

Air

Fixed Sorbent Systems

Equipment, such as stam’less steel plate with a gold

. coating that is mstalled in the flue gas to absorb
iimercury.

100

Air

Mercury Absorbing Filters

Filters which absorb mercury such as those using the
affinity between mercury and metallic selenium.

100

Air

Oxidation Systems

Equipment used to change elemental mercury to
oxidized:mercury. This can be catalysts (similar to
Selective Catalytic Reduction (SCR) catalyst) or

 lchemical additives which can be added to the flue gas
or directly to the fuel.

100

Use of a ultraviolet light from a mercury lamp to
provide an excited state mercury species in flue gas,
leading to oxidation of elemental mercury.

100

Chemical Injection: Systems

Equipment used to inject chemicals into the
combustion zone or flue gas that chemically bonds
mercury to the additive which is then removed in a
particulate removal device.

100

Control of Sulfur Oxides

A-168

Air

'Wet and Dry Scrubbers

Circulating fluid bed and moving bed technologies
using a dry sorbent or various wet scrubber designs
that inject a wet sorbent into the scrubber.

100

Miscellaneous

Control Equipment

A-180

Air

Hoods, Duct and Collection Systems
connected to Final Control Devices

Piping, headers, pumps, hoods, ducts, etc. - used to
collect air contaminants and route them to a control
device.

100

A-181

Air

Stack Modifications

Construction of stacks extensions. In order to meet a
permit requirement.

100

A-182

Air

[New Stack Construction

The incremental cost difference between the stack
height required for production purposes and the stack
height required for pollution control purposes.

100
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Media _ [Property Description %

A 183 Air Stack Repairs Repairs made to an existing stack in order for that  |100

stack to provide the same level of pollution control as
, _ was previously provided. ;

A-184 |Air Vapor/Liquid Recovery Equipment [Hoods or other enclosures including piping and pumps|100
for Fugitive Emissions or fans used to capture fugitive emissions from

process equipment. The captured vapors are
- condensed or extracted for reuse or sold a$ product.

A-185 |Air Vapor/Liquid Recovery Equipment |Piping, blowers, vacuum pumps, compressors, etc. - {100

(for venting to a control device) used to capture a waste gas or liquid stream and vent
to a control device. Including those used to eliminate
emissions associated with loading tank trucks, rail

_ cars, and barges. T

A-186 |Air Paint Spray Booth Attached to a The incremental cost.d ce between the new paiiit}100
Final Control Device (Replacement |booth and the replaced paint booth. ‘
which provides increased pollution i

. .. |prevention or cortrol) i i 3
A-187 |[Air Paint Spray Booth Attached to a Pollution control equipment associated with the paint {100
' Final Control Device (New booth — including the items such as the Gentrol device,
Construction) water’ curt’un filters; or other devices to"capture paint
; ‘ fuines. .

A-188 |Air Powder Coating System — Installed to|The mcxemental C t difference between the Powdex 100

leplace an existing paint booth. Coating System and the Paint Spray Booth which was
.._|replaced.

A-189 |Air Powder Coating System — New : 100
construction 5 ‘

A-190 |Air Blast Cleaning System — Connectedy Partlculate control dev1c and blast material recyclmg 100
to a Control Device lsystem, &

Dry Cleaning Relatéd Equipment

A-200 |Air Perchloroethylene (Perc) Closed- Dry-to-dry closed loop technology sealed during the |60
Loop Dry Cleaning Machmes entire dry cleaning sequence to eliminate solvent ‘

e . emissions and minimize hazardous waste disposal.

A-201 |[Air C"u’mdge and Spm Disc Filtration  |A control device used to lessen emissions of VOC for [40
Systems naphtha cleaning systems.

A-202 |Air ) .. "IClgsed loop system using naphtha instead of 60

S " Jperchloroethylene. v

A-203 Petloleum R olalmers A unit used to collect VOC emissions in the drying |60

S : ; process.

A-204 Refrigerated Va‘p’ér Condenser. A device that uses refrigerants to condense recovered (90
(Includes only the componeiits that  |vapors to liquids. Associated with dry cleaners, :
recover the vapors:) degreasers, or recovery of solvents from cleamng
Sty i inside bulk containers or process vessels. v

A-205 [Air Secondary Contaiﬁment External structure or liner used to collect llquids 100

S released from dry cleaning equipment or chemical
_ , L storage devices.
A-206 |Air Direct Cotipled Solvent Delivery Replacement of solvent delivery systems at existing {100
Systems dry cleaning facﬂmes
Wastewater Pollution Control Equipment _
- {No.  [Media 'lPropeny [Description o %
Solid Separation and De-watering
W-1 Water API Separator Separates oil, water, and solids by settling and skimming. 100
W-2  |[Waste CPI Separator Mechanical oil, water, and solids separator. 100
'water
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W-3 'Waste Dissolved Air Flotation Mechanical oil, water, and solids separator. 100
water
W-4 Waste Skimmer Hydrocarbon. 100
'water
W-5 Waste Decanter Used to decant hydrocarbon from process wastewater. 100
water .
W-6 ‘Waste Belt Press, Filter Press, PlateMechanical de-watering devices. 100
water and Frame, etc. _
W-7 'Water Centrifuge Separation of liquid and solid waste by centrifugal force, 100
typically a rotating drum.
W-8 'Water Settling Basin Simple tank or basin for gravity separatlon of suspended 100
solids. -
W-9 ‘Water Equalization Tank, sump, or headbox used to settle solids and equilibrate [100
process wastewater streams.”
W-10 {Water Clarifier Circular settling basins usually contammcr surface skimmers |100
and sludge removal rakes.
Disinfection -~ i
W-20 [Water Chlorination ‘Wastewater, ¢d1s1nfect10n treatment using chlorme 100
W-21 |Water De-chlorination Equipment for removal of chlorlne from water or. waste 100
water.
W-22 [Water Electrolytic Disinfection Disinfect water by the use of electrolytlc cells. 100
W-23  [Water Ozonization .[Equipment that oenerates ozone for the disinfection of waste |100
water. i
W-24  |Water Ultraviolet - Dlsmfe' jon of wastewater by the use of ultraviolet light. 100
W-25 |Water Mixed Oxidant Solution Soluti chilorine, chlorine dlox1de and ozone to replace |100
chlorine for disinféction.
_ Biological Systems’ i
W-30 [Water Activated - Sludge i, Biologically activating carbon matter in waste water by 100
. ‘ aeration, clarification, and return of the settled sludge to
A aeration.
W-31 [Water  |Adsorption’ . Use of activated carbon to remove organic water 100
e i contamlnam .
W-32 ir through wastewater to increase oxygen available {100
rial activities that remove contaminants.
W-33 Rotary Biological C(l)‘ntaxcvt_qr Use of large rotating discs that contain a bio-film of 100
‘- “Imicroorganisms that promote biological purification of the
'wastewater.
W-35 Trickling Filter Fixed bed of highly permeable media in which wastewater |100
: passes through and forms a slime layer to remove
S iy contaminants.
W-36 |Water Wetlands and Lagoons Artificial marsh, swamp, or pond that uses vegetation and  |100
(artificial) - natural microorganisms as bio-filters to remove sediment and
o other pollutants.
W-37 |Water Digester Enclosed, heated tanks for treatment of sludge that is broken [100
down by bacterial action.
Other Equipment
W-50 [Water Irrigation Equipment that is used to disburse treated wastewater 100
through irrigation on the site.
W-51 [|Water Qutfall Diffuser Device used to diffuse effluent discharge from an outfall. {100
W-52  [Water Activated Carbon Treatment {Use of carbon media such as coke or coal to remove 100
organics and particulate from waste water. May be used in
either fixed or fluidized beds.
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W-53 [Water Oxidation Ditches and Ponds {Process of pumping air bubbles into a pond to assist in 100
' oxidizing organic and mineral pollution.
W-54 ° |Water Filters: Sand, Gravel, Passing wastewater through a sand or gravel bed to remove {100
Microbial solids and reduce bacteria. , v V
W-55  |Water Chemical Precipitation Process used to remove heavy metals from wastewater. ~ -|100
W-56 |Water Ultra-filtration Use of semi-permeable membrane and hydrostatic pressure {100
) : ’ to filter solids and high molecular weight solutes.
W-57 |Water Conveyances, Pumps, Used to segregate storm water from process water, control 100
Sumps, Tanks, Basins storm water runoff, or convey contaminated process water.
W-58 |Walter ‘Water Recycling Systems Installed systems, excluding cooling towers, that clean, 100
recycle, or reuse wastewater or.use-grey water or storm
water in order to reduce the amount ofia facility’s discharge
or the amount of new water used as process or make-up
water including Zero Dlscharge Systems.
W-59 [Water Wastewater Treatment New wastewater treatment facilities constlucted to process {100
Facility/Plant wastewater generated on-site. ' ' {
W-60 |[Water High-Pressure Reverse The passing of a contaminated water str 100
Osmosis permeable menibrane at"’high pressure to
L ) contamma ts.f L
[W-61 |Water Hydro-cyclone Vapor 100.-
] Extraction from a wastewater ‘stream;’ |
W-62  |Water Recycled Water Cleaning Equipment used to collect and recycle the water used ina "1100"
System . thigh-pressure water system for cleaning contaminants from B
‘ equlpment and pavement;
W-63 |[Water Chemical Oxidation {Use of hydrogen peroxide of othe1 ox1dants for wastewater 1100
treatment )
W-65 |Water Stormwater Containment Struictures or liners used for contamment of runoff ﬁom 100
Systems rainfall. The land that i§ actually occupied by the
containment structure is ehglble for a positive use
K : determination.
W-66 |Water Wastewater Impoundments  [Ponds used for the collection of water after use and bef01e 100
| - ; circulation. 1
W-67 |Water Qil/Water Separator _ Mechamcal dev1ce used to separate oils from stormwater 100
, . 1/Monitoring Equipment
W-70 |pH Meter, Dissolved : Used for wastewater operations control and monthly 100"
Oxygen. Meter, Chart. - reporting requirements.
Recorder; stc. . =
W-71 | On-line Analyzér " |Device that conducts chemical analysis on sample streams |100
AR “ for wastewater operations control. B
W-72  [Water™. " Neutralization® " Control equipment used to adjust pH of wastewater (100
L treatment components.
W-73  |Water Respirometer, . Device used to measure oxygen uptake or Carbon Dioxide~ {100
’ ' (CO,) release in wastewater treatment systems. ' _
W-74  [Water Diversion Structures used for the capture and control of storm water 100
3 and process wastewater or emergency diversion of process
material. Land means only that land which is actually
occupied by the division or storage structure.
W-76 |Water Building Used for housing wastewater control and monitoring 100
equipment.
W-77  |Water De-foaming Systems Systems consisting of nozzles, pilings, spray heads, and 100
_ |piping used to reduce surface foam. :
Solid Waste Management Pollution Control Equipment
| No. |Media Property Description |%J
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Solid Waste Management

S-1 Land/ Stationary Mixing and Sizing |Immobile equipment used for solidification, stabilization,
Water Equipment grinding, etc. of self generated waste material for the 100
purpose of disposal or in-house recycling.
S-2 Land/ Decontamination Equipment |[Equipment used to remove waste contamination or 100
Water residues from vehicles which leave the facility.
S-3 Land/ Solid Waste Incinerator (not  |Solid waste incinerators, feed systems, ash handling 100
Water used for energy recovery and |[systems, controls, etc.
export or material recovery)
S-4 Land/ Monitoring and Control Alarms, indicators, controllers, etc., for high liquid level, 100
Water/ Air|Equipment pH, temperature, flow, etc. in waste treatment system
(Does not include fire alarms). !
S-5 Land/ Solid Waste Treatment Any vessel used for waste treatment. 100
Water Vessels L
S-6 Land/ Secondary Containment External structure or liner used to:contain and collect 100
Water liquids released from a primary containment device and/or
ancillary equlpment Main purpose is to prevent ground
water or soil contamination.
S-7 Land/ Liners S layer or layers of natural and/o} ; 100
g Water dt restrict downward or lateral escape of wastes
or leachate in'an impoundment, landfill, etc.
S-8 Land/ Leachate Collection and A system capable of ¢ollecting leachate or liquids, 100
Water Removal Systems ~ [including suspended;solids, generated from percolation
“{through or drainage from'a waste. Systems for removal of
‘ leachate may include sumps, pumps, piping, etc.
S-9 Land/ Leak Detection Systems 0§ failure of a primary or 100
Water secondary contalnment structiite or the presence of a liquid
or waste inia containment.structure.
S-10  {Land/ Final Cover Systems for A system of liners and materials to provide drainage, 100
‘Water Landﬁlls (Noh= Commer01al) erosion: prevent1on infiltration minimization, gas venting,
biotic barrier, etc.
S-11  [Land/ Lysuneters An unsaturated zone monitoring device used to monitor  |100
Water gk soil-pore liquid quality at a waste management unit. (e.g.,
.|below.thé treatment zone of a land treatment unit, etc.)
indwater well or system of wells designed to 100
monltor the quality of groundwater at a waste management
_|unit. (e.g., detection monitoring systems, compliance
: ¥ jmonitoring systems)
Fugitive Emission Monitérs  |A monitoring device used to monitor or detect fugitive 100
fre emissions from a waste management unit or ancillary
ekl equipment.
S-15  [Land/ Slurry Walls/Barrier Walls A pollution control method using a barrier to minimize 100
‘Water lateral migration of pollutants in soils and ground water.
S-16  [Water Groun :ater Recovery or A groundwater remediation system used to remove or treat|100
Remedlatlon System pollutants in contaminated groundwater or to contain
_ pollutants. (e.g., pump-and-treat systems, etc.)
S-17  {Water Injection Wells (Including Injection well, pumps, collection tanks and piping, 100
Saltwater Disposal Wells) and |pretreatment equipment, monitoring equipment, etc.
Ancillary Equipment
S-18  [Land/ Noncommercial Landfills Excavation, clay and synthetic liners, leak detection 100
‘Water (used for disposal of self systems, leachate collection and treatment equipment,
generated waste materials) and|monitor wells, waste hauling equipment, decontamination
Ancillary Equipment facilities, security systems, and equipment used to manage
the disposal of waste in the landfill.
S-19  [Land/ Resource Conservation Pads, structures, solid waste treatment equipment used to {100
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‘Water

Recovery Act Containment
Buildings-(used for storage or
treatment of hazardous waste)

meet the requirements of Subchapter O - Land Disposal
Restrictions (30 TAC §335.431).

Land/

Water

S-20 Surface Impoundments and ~ |Excavation, ponds, clay and synthetic liners, leak detection|100
'Water Ancillary Equipment systems, leachate collection and treatment equipment,
(Including Brine Disposal monitor wells, pumps, etc.

B . [Ponds) ' v ’ , ,
S-21  [Land/ Waste Storage Used to Collect|Tanks, containers and ancillary equipment such as pumps, [100
Water and/or Store Waste Priorto  |piping, secondary containment, vent controls, etc. (e.g.,

Treatment or Disposal Resource Conservation Recovery Act Storage Tanks, 90-
Day Storage Facilities, Feed Tanks to Treatment Faclhtles
etc.) s
S=22  |Air Fugitive Emission Structures or equipment used to contam or reduce fugitive [100
i Containment Structures emissions or releases from ‘waste management activities.
(e.g., coverings for conveyors, chutes, enclosed areas for
loading and unloading:activities, etc:) . _
S-23  |Water Double Hulled Barge Double hulled to feduce chance of leakage into public 50
waters. (Incremental cost difference betwet asingle
hulled barge and a double hulled barge.) * ~
S-24  |Land _ Composting Equipment ompost material. where the compos’c. l‘b'é;"u's_ed 100
1 on site. (Does not include commer cial cornpos__/ g ‘
_ facilities.) ..o .
S-25 iLand Compost Application Equipment used t6 app]y compost which has been 100"
Equipment .+ |generated on-site.” .. ,
S-26  Land Vegetated Compost Sock  * {Put in place as part of a faclhty s permanent Best 100
|Managetent Plan (BMP). ... ..
S-27  |Air Foundry Sand Reclamation ~ [Components of a sand 1ecl*tmat10n system that provide 100
Systems for Foundries specific pollution control__ Includes hooding over shaker
screens, vented to a dust collector, conveyor covers, and
b emissjon control dev.l.ces at other points.
S-28 Air/Water/|{Concrefé Reclaiming Processes mixed, un-poured concrete batches to reclaim  |100
Land Equipmernt. the sand and gravel for reuse and recycles the water in a
T closed loop systen.
Mlscellaneous Pollutlon Control Equipment
Description %
se/Cleanup |Boats, barges, booms, skimmers, trawls, pumps, power 100
>-positioned and units, packaging materials and containers, safety
_ {Stored for Addréssmg Future equipment; vacuum trailers, storage sheds, diversion
i [Emergencies ' basins, tankage, dispersants, etc. )
M-2 {{Hazardous Alr;Polllutant High-Efficiency Particulate Arresting (HEPA) Vacuum  |100
Ab bip Equipment, Negative Air Pressure Enclosures, Glove
1equ1red removal material Bags, Personal Protection, Disposal.
1 ted with asbestos,
lead, of §6me other hazardous
air pollutant.
M-3 Air/ Land/[Vacuum Trucks, Street Mobile Surface Cleaning Equipment - used exclusively to {100
Water -[Sweepers and Watering control particulate matter on plart roads. (Does not iniclude
Trucks sweepers or scrubbers used to control particulate matter
. ) within buildings.) R
M-4 Land Compactors, Barrel Crushers, [Compactors and similar equlpment used to change the 100
Baleis, Shredders physical format of waste material for recycling/reuse
' purposes or on-site disposal of facility-generated waste.
M-5 Land/ Air/|Distillation Recycling Systems|Used to remove hazardous content from waste solvents by |100
heat, vaporization, .and condensation. The recycled

solvents must be reused at the facility generating thie
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waste.

are installed in order to prevent unauthorized discharges.

M-6 Land/ |Boxes, Bins, Carts, Barrels, |Collection/storage containers for source-separation of 100
Water |[Storage Bunkers materials to be recycled or reused. Does not include
product storage containers or facilities.
M-8 Air/ Land/|Environmental Paving located {Paving of outdoor vehicular traffic areas in order to meet {100
Water |at Industrial Facilities or exceed an adopted environmental rule, regulation or
law. Does not include paving of parking areas or
driveways for convenience purposes. Value of the paving
must be stated on a square foot basis with a plot plan
provided which shows the paving in question.
M-9 Air/ Land/|Sampling Equipment Equipment used to collect samples of exhaust gas, waste {100
Water water, soil, or other solid waste. to be analyzed for specific
contaminants or pollutants. '
M-10 [Water Dry Stack Building for Poultry|A pole-barn type structure: used to temporarily store 100
Litter poultry litter in an enV1ronmentally safe manner.
M-11 |Land/ Poultry Incinerator Incinerators used to dlsppse of poultry carcasses. 100
Water
M-12 |Land/ Structures, Enclosures, Required in order to meet no contact’ stormwater 100
'Water Containment Areas, Pads regulations:”
M-13  |Air Methane Capture Equipment |Equipmérit used to capture methane Oenerated by the 100
decomposmon of site generated waste material;
M-15 |Land Drilling Mud Recycling Consisting of only the'Shaker Tank System, Shale 100
System Shakers, Desilter, ‘D sander, & Degasser.
M-16 |Land Drilling Rig Spill Response ' [Includes only the Ram TYpe Blowout Preventers, Closing- {100
Equipment “|Unit-and Choke Manifold _ .
M-17  |Air Low NOx Combustion System|Componerts of power generating units designed to reduce {100
NOXx generatioti’by operationof a drilling rig.
M-18  |Air Odor Neutralization and Carbon absorption, zeolite‘absorption, and other odor 100
Chemical Treatment Systems neutrallzmc and chemical treatment systems to meet local
AR ordinance, or to prevent/correct nuisance odors at off-site
ST : receptors.
M-19  |Air Odor D sp ersing and Removal Electrostatic precipitators, vertical dispersing fans, stack |100
Systems g extensions; and other physical control equipment used to -
dilute d;sperse or capture nuisance odor vent streams:
< |Odor Olfactometers, gas chromatographs, and other analytical 100
instrumentation used specifically for detecting and
_|measuring ambient odor, either empirically or chemical
. specific.
M-21 |Land .. [Cathodic Protection Cathodic protection installed in order to prevent corrosion |100
e of metal tanks and piping.
M-22 |Water -:|Fish and Other;Aquatic Equipment installed to protect fish and other aquatic 100
{Organism Protéction organisms from entrainment or impingement in an intake
Eqtiipment " cooling water structure. Equipment includes: Aquatic
R Filter Barrier Systems, Fine-Mesh Traveling Intake
Screens, Fish Return Buckets, Sprays, Flow-Altering
Louvers, Fish Trough, Fish Behavioral Deterrents, and
Wetland Creation.
M-23 | Water  |Double-Walled Piping The difference between cost of single walled piping and  |100
/Land the cost of double-walled piping, when the double-walled
piping is installed in order to prevent unauthorized
discharges.
M-24 [Water/  [Double-walled Tanks The difference between cost of single walled tanks and the {100
Land cost of double-walled tanks, when the double-walled tanks
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No. [Media lProperty Description %
‘ Spill and Overfill Prevention Equipment N
|T-1  [Water Tight Fill Fittings Liquid tight connections between the delivery hose and |100

fill pipe. .
T-2 |Water Spill Containers Spill containment manholes equipped with either a 100

bottom drain valve to return liquids to the tank, or a hand
pump for liquid removal.

T-3 [Water Automatic Shut—off Valves Flapper valves installed in the fill pipe to automatically {100
stop the flow of product. ]

T-4 [Water Overfill Alarms External signaling device attached to an automatic tank {100+
' gauging system. g

T-5 {Water Vent Restriction Devices Float vent valves or ball float valves to prevent backflow {100
through vents. g7 ek

Secondary Contamment

T-11 [Water Double-walled Tanks The difference between cost of single walled tanks and 100
the cost of double—walled tanks, when the double-walled '
tanks are installed in order to prevent unauthorrzed
. discharges or [eaks. i :

T-12 {Water Double-walled Piping The difference: betwee cost of single walled piping and {100 -
) the cost of double-walled piping, when the double-walled|
%o, |piping is installed in: order to prevent unauthorized
.*'|discharges or leaks.
T-13 |Water ‘Tank Top Sumps % Liquid tight containers to o

i Toaks or spills that _ [100.

Jinvolve tank top. fittings an
T-14 |Water ~ |Under Dispenser Sumps Contains leaks;and spills fiom dispensers and pumps. 100
T-15 [Water Sensing Devices. . Installed to monit oduct accumulation in 100
. e secondary containment sumps.
T-16 |Land/ Concrete Paving above, Required concrete paving located above under ground 100
' ‘Water Undergtound Tanks and Pipes |pipes and tanks. The use determination value is limited to| -

the difference between the cost per square foot of the
-...|concrete paving and the cost per square foot of the other
e \ [|paving installed at the Service Station. This item only
e applies to Service Stations.

3 Rel etectlon for Tanks and Piping
T-21: Automati nk Gauging.. .~ |Includes tank gauging probe and control console. 100
T-22 Groundwater or Soil Vapor Observation wells located inside the tank excavation or |100

[Monitoring monitoring wells located outside the tank excavation.

T-23 |Water B\ Monitoring of Secondary Liquid sensors or hydrostatic monitoring systems 100
v Contamment installed in the interstitial space for tanks or piping.
T-24 [Water tomati Devices installed at the pump that are designed to detect {100

|leaks in underground piping. Mechanical and electronic
i devices are acceptable.

T-25 |[Water Under Pump Check Valve Valve installed to prevent back flow in the fuel 100

dispensing line. This device is only used on suction pump

piping systems.

T-26 |Water ~  [Tightness Testing Equipment {Equipment purchased to comply with tank and/or piping (100
: tightness testing requirements.
Cathodic Protection )
T-30 |Water [solation Fittings, Dielectric bushings and fittings to separate underground {100
3 _ . o piping from above ground tanks and piping. .
T-31 {Water - [Sacrificial Anodes Magnesium or zinc anodes packaged in low resistivity  |100

backfill to provide galvanic protection.
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T-32 |Water Dielectric Coatings Factory installed coal-tar epoxies, enamels, fiberglass 100
reinforced plastic, or urethanes on tanks and/or piping.
Field installed coatings limited to exposed threads,
fittings, and damaged surface areas.

Emissions Control Equipment

T-40 |Air Stage I or Stage I Vapor Includes pressure/vacuum vent relief valves, vapor return (100
Recovery piping, stage 2 nozzles, coaxial hoses, vapor processing
units, and vacuum-assist units. Used for motor vehicle
fuel dispensing facilities. Does not include fuel delivery
components of fuel dispensing unit.

Page 43 of 55 January 2008



Part B
Part B of the Equipment and Categories List is a list of the pollution control property categories set forth in
§11.31(k) of the Texas Tax Code. These categories are described in generic terms without the use of brand names or
trademarks. Property used solely for product collection or for production purposes is not eligible for a positive use
determination. The pollution control percentage for this equipment is listed as a “V”, for variable, and must be
calculated on an application specific basis. Applicants should first view Part A of the Equipment and Categories
List to see if their equipment is already on that list. Part B is a list adopted under TTC, §11.31(m).

No. |Property %

B-1 |Coal Cleaning or Refining Facilities Vv

B-2 |Atmospheric or Pressurized and Bubbling or Circulating Fluidized Bed Combus‘cmn Systems and v
{|Gasification Fluidized Bed Combustion Combined Cycle Systems

B-3 |Ultra-Supercritical Pulverized Coal Boilers )\

B-4 |Flue Gas Recirculation Components . \

B-5 |Syngas Purification Systems and Gas-Cleanup Units : v

B-6 |Enhanced Heat Recovery Systems V

B-7 |Exhaust Heat Recovery Boilers \

B-8 |[Heat Recovery Steam Generators \

B-9 [Super heaters and Evaporators vV

B-10 |Enhanced Steam Turbine Systems \

B-11 [Methanation - : \Y

B-12 |Coal Combustion or Gasification By- produ t and Co-product H'lndlmg, Storage and Treatment A%
Facilities ]

B-13 |Biomass Cofiring Storage, Distribution, and Fiting Systems : y N\

B-14 [Coal Cleaning or Drying Processes, such as coal drymg/mmstuxe reduction, xalrjigging, precombustion| V
decarbonization, and coal flow balancing technology ) ; \

B-15 |Oxy-Fuel Combustion Technology, Amine or Chilled Ammoma Scrubbmg, Catalyst based Fuel or A\
Emission Conversion Systems, Enhanced Scrubbmg Technology, Modified Combustion Technology,
Cryogenic Technology. ; \

B-16 [If the United States E‘.nv1ronmental Protectlon Agency adopts a final rule or regulation regulating v
carbon dioxide a8 a pollutant, propérty that is used, constructed, acquired, or installed wholly or partly
to capture carbon dioxide from an anfhlopogemc sourcé in this state that is geologically sequestered in
this state. o ;

B-17 Fuel Cells generat'/ l,ectr1c1ty‘us1ng hydroca1 on derived from coal, biomass, petroleum coke,or | V

B-18 |Any:other equipment de51gned to pr ,'ent capture, abate, or monitor nitrogen oxides, volatile organic | V

compounds particulate mafter, mercury, ‘¢arbon monoxide, or any criteria pollutant.

(b) The commlssmn shall review and update the ECL at least once every three years
(1) An item: may be added to the list only if there is compelling evidence to support the
conclusion that the 1tem prov1des pollution control benefits and a justifiable pollution control percentage

is calculable. -

(2) ‘An item may be removed from the list only if there is compelling evidence to support
the conclusion that the item does not render pollution control benefits.,

§17.15. Review Standards.

(a) The Decision Flow Chart shall be used for each item of [pollution control] property or
process, submitted in a non-Tier IV use determination application to determine whether the particular
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item will qualify as pollution control property. The executive director shall apply the standards in the
Decision Flow Chart when acting on a non-Tier IV use determination application.
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Figure: 30 TAC §17.15(a)

Figure: 30 TAC §17.15¢2)

Decision Flow Chart

Applicants tust use this flowchart for each piece of equipmert or process. In order for a piece of equipiment or process to
be eligible for a positive use determination the item gt genérate “yes” answers to the questions asked inboxes 3 and 5.
ECL nedns the Exquipmient and Categories List adopted unider Texas Tax Code, §11 31(g).
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(b) For applications containing only property 1
title (relating to Equipment and Categories List), the:Part
item or process to determine whether the particular item wi

Prepare a list of all property that is considered to be pollution contrel prop erty.
Process each item on the list threugh the flow chart separately.

Determine the specific state, local, or federal environmental regulation, rule or law that
is being met or exceeded by the use of this property

Determine the environmental benefit that this property provides at the site where it is
installed.

Determine if the property is listed on Part B of the ECL

Determine if the equipment is onl partly used for pollution control. Ifitis used only
partly, and is not listed on Part & of the Equipment and Categories List (ECL), then a
Tier OI application must be filed and the partial determination caloulation detziled in
§17.17 Partial Determinations must be used.

Ifthe equipment is listed in Fart &4 on the ECL, determine the rPtr—rcnre number for that
item. Include all equipment for the project in a single list that is included with the
application

Ifthe equipment is not in Part & on the listprepare & Tier I application.

ted in Part B of the ﬁgufe 1 ¥ .

17.14(a) of this
Decisiott Flow Chart shall'be uSed for each
‘qualify ‘as pollution control“property. The

executive director shall apply the standards in the Part B De_01510n Flow Chart when acting on an
application containing only property which is listed in Part B of thg Equipment and Categories List.
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Figure: 30 TAC §17.15(0) '
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Determine if the property is listed in Patt B onthe Equipinent and Categoties List. If not, then
use thie Decision Flow Chart located in §17.15(s).

Is thete an envitonmental benefit at the site? [f'the answer is tio then the property is ot eligible
for a positive use detetmination.

Determine if the eqiipment was installed in orderio mest or exceed an adopted environmental

le ot 1egulatwn If the answer is no then the property is not eligible for a positive use
detémiination,
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§17.17. Partial Determinations.

(a) A partial determination must be requested for all property that is either not on Part A of the
Equipment and Categories List located in §17.14(a) of this title (relating to Equipment and Categories
List) or does not fully satisfy the requirements for a 100% positive use_determination under this chapter.
In order to calculate a partial determination percentage for pollution control property submitted in a Tier
IV application, the cost analysis procedure described in subsection (d) of this section must be used. For all
other property for which a partial use determination is sought, the cost analysis procedure described in
subsection (b) of this section must be used.

(b) Consistent with subsection (a) of this section, the followiﬁg calculation (cost analysis
procedure) must be used to determine the creditable partial percentage for a property submitted in a non-
Tier-1V application:

Figure 30 TAC §17.17(b)
[(Production Capacity Factor x Capital Cost New) Capzta[ Cost Old Byproduct]

Capital CO ' New

x 100

Pr oduction Cap:éezity,.Q;fxy'l(jld\'Property
Pr oduction Capacity 6f New Property

Pr oduction Capacity Factor =

(c) For property that generates a marketztbie;pyproduct (BP : net present value of the BP is
used to reduce the partial determination. The value of

transportation and storage of the BP from the market va]_

(d) For applications nly property falling under a category listed in Part B of the
Equipment and Categories List located i in §17.14(a) of this title (relating to Equipment and Categories
List), a use determination must'be calculated. It is the responsibility of the applicant to propose a
reasonable method: for determmlng the use determination percentage. It is the responsibility of the
executive director to review the proposed method and make the final determination.

(e) If the cost ?a’nalysis procedure or the method accepted by the executive director under
subsection (d) of this séction produces a negative number or a zero, the property is not eligible for a
positive use determination.

§17.20. Application Fees.

(a) Fees shall be remitted with each application for a use determination as required in paragraphs
(1) - (4) of this subsection.
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(1) Tier I Application--A $150 fee shall be charged for applications for property that is
located in the figure in §17.14(a) of this title (relating to Equipment and Categories List), as long as the -
application seeks no variance from that use determination. '

(2) Tier Il Application--A $1,000 fee shall be charged for applications for property that is
used wholly for the control of air, water, and/or land pollution, but not in the figure in §17.14(a) of this
title (relating to Equipment and Categories List).

(3) Tier 111 Apphcatlon——A $2,500 fee shall be charged for applications for property used
partially for the control of air, water, and/or land poliution.

(4) Tier IV Application--A $500 fee shall be charged for applications containing only
property which is located in Part B of the figure in §17. 14(a) of th1 le (relating to Equipment and
Categories List).

(b) Fees shall be forfeited for applications for use dé 1m1nat10n Wthh are sent back under
§17.12(2) of this title (relating to Application Review Schedule) An applic ant who submits an
.insufficient fee will receive a deficiency notice in accofdance with the procedures in §17. 12(2) of this
title. The fee must be remitted with the response to the: deﬁc1ency notlce before the appllcatlon will be
~ deemed administratively complete. : :

(c) All fees shall either be remitted.in the form of a chec
Texas Commission on Environmental Quallty (TCEQ) or by ele
commission’s ePay system. S

or money order made payable to the
ronic funds transfer by using the

(d) The check, money order, or electronic funds tr i

: sipt must be delivered with the
application to the commission, at the address listed on the appl a '

§17.25. Appeals Process" e

(a) Applicability. = -

(’)) Persons who may appeal a determination by the executive director. The following

persons may appeal a use deten

nation issued by the executive director:
(A) the applicant seeking a use determination; and

d (B) the chief appraiser of the appraisal district for the county in which
the property for which a use determination is sought is located.

(b) Form and timing of appeal. An appeal must be in writing and be filed by United States mail,
facsimile, or hand delivery with the chief clerk of the commission within 20 days aftér the receipt of the
executive director's determination letter. A person is presumed to have been notified on the third regular
business day after the date the notice of the executive directors action is mailed by first class mail. If an
appeal meeting the requirements of this subsection is not filed within the time period specified, the
executive director's use determination is final. An appeal filed under this subchapter must:
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(1) provide the name, address, and daytime telephone number of the person who files the
appeal;

(2) give the name and address of the entity to which the use determination was issued;

(3) provide the use determination application number for the application for which the
use determination was issued;

(4) request commission consideration of the use determination; and
(5) explain the basis for the appeal.

(c) Appeal processing. The chief clerk shall:

(1) deliver or mail to the executive director a copy of the appeal

(2) deliver or mail a copy of the appeal to the apphcant if the appeal was filed by the
chief appraiser or to the chief appraiser 1f the appeali,was filed by the apphcant,_and

(3) schedule the appeal for con51derat10n at, the neXt regularly scheduled commission
meeting for which adequate notice can be given.

(d) Action by the commission.

(1) The person seeking the determmatlon ‘and the ch1 ppraiser may testify at the

commission meeting at which the appeal is con51dered i

(2) The commission’m emand the matter to the executive director for a new determination or
deny the appeal and afﬁrm the execut' director's use determination.

3) If the .commission denies the appeal and affirms the executive director's use
determination, the commissions demsmx;,‘s]ggl be final and appealable.

(e) Action byt

(1) If the iands a use determination to the executive director, the

. : mission" fe
executive dlrector shall: ; :

(A) conduct a new technical review of the application which includes an evaluation of
any information presented durmg ‘the commission meeting; and

(B) upon completion of the technical review, issue a new determination.
A copy of the new determination shall be mailed to both the applicant and the chief appraiser of the
county in which the property is located.

(2) A new determination by the executive director may be appealed to the commission in
the manner provided by this subchapter.

(f) Withdrawn appeals. An appeal may be withdrawn by the entity who requested the appeal. The

withdrawal must be in writing, and give the name, address, and daytime telephone number of the person
who files the withdrawal and the withdrawal shall indicate the identification number of the use

Page 51 of 55 ' January 2008



determination. The withdrawal must be filed by United States mail, facsimile, or hand delivery with the

chief clerk of the commission.

Page 52 of 55 : January 2008



Texas Tax Code § 11.31. POLLUTION CONTROL PROPERTY.

() A person is entitled to an exemption from taxation of all or part of real and personal property that
the person owns and that is used wholly or partly as a facility, device, or method for the control of air,
water, or land pollution. A person is not entitled to an exemption from taxation under this section solely
on the basis that the person manufactures or produces a product or provides a service that prevents,
monitors, controls, or reduces air, water, or land pollution. Property used for residential purposes, or for
recreational, park; or scenic uses as defined by Section 23.81, is ineligible for an exemption under this
section.

(b) In this section, "facility, device, or method for the control of air, water,-or land pollution" means
land that is acquired after January 1, 1994, or any structure, building, installation, excavation, machinery,
equipment, or device, and any attachment or addition to or reconstructlon ‘replacement, or improvement
of that property, that is 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. This section does not apply to a motor Veh1c1e L S

(c) In applying for an exemption under this sectio’n”‘a‘ person seeking the exemptioﬁ s"h'allvpresent ina
permit application or permit exemption request to the executlve dlrector of the Texas Natural Resource
Conservation Commission information detailing:

(1) the anticipated environmental beneﬁts from the mstallauo -of the facﬂlty, device, or method
for the control of air, water, or land pollution; -

(2) the estimated cost of the pollution control fa0111ty, dev1ce or thod and

(3) the purpose of the installation of such facility, deviee, or method, and the proportion of the
installation that is pollution control property. If the installation includes property that is not used wholly
for the control of air, water; or 1and ;pollution, the person seeking the exemption shall also present such
financial or other data as the executi ve'director requ1res by rule for the determination of the proportion of
the installation that is pollunon contro] property ’

@ Following submlss10n’ of the"mfo‘rmatlon re ui_réd by Subsection (¢), the executive director of the
Texas Natural Resource Conservatlon Commlssm hall determine if the facility, device, or method is

On 1 ion. The executive director shall issue a letter to the person stating the
executive dirébtérs determinatifjﬁ” of whether the facility, device, or method is used wholly or partly to
executive dlrector shall send a copy of the letter by regular mail to the chief appraiser of the appralsal
district for the county in, W‘h;ich the property is located.

(e) Not later than the 20th day after the date of receipt of the letter issued by the executive director,
the person seeking the exemption or the chief appraiser may appeal the executive director's determination
to the Texas Natural Resource Conservation Commission. The commission shall consider the appeal at
the next regularly scheduled meeting of the commission for which adequate notice may be given. The
person seeking the determination and the chief appraiser may testify at the meeting. The commission may
remand the matter to the executive director for a new determination or deny the appeal and affirm the
executive director's determination. On issuance of a new determination, the executive director shall issue
a letter to the person seeking the determination and provide a copy to the chief appraiser as provided by
Subsection (d). A new determination of the executive director may be appealed to the commission in the
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manner provided by this subsection. A proceeding under this subsection is not a contested case for
purposes of Chapter 2001, Government Code.

6 The commission may charge a person seeking a determination that property is pollution control
property an additional fee not to exceed its administrative costs for processing the information, making
the determination, and issuing the letter required by this section.

() The commission shall adopt rules to implement this section. Rules adopted under this section
must: ' ’
(1) establish specific standa1 ds for considering applications for determinations;
(2) be sufficiently specific to ensure that determinations are equal and}_umfm m; and
~(3) allow for determinations that distinguish the proportion of property that is used to control,
monitor, prevent, or reduce pollution from the proportion of proper is used to produce goods or
services.

”(h) - The executive director may not make a determination that p1operty is poll ition control property
unless the property meets the standards established under rules adopted under this Section.

Subsection (d) determining that the facxhty, device, or metht
control property. The chief applaisel shal] '1ccept a ﬁnal de

's used wholly or partly as pollu’uon
1nat10n by the executive d11ect01 as

property.

()~ This section does not apply to a facility, device, ot met
pollution that was subject to a tax abatement ag1 eement executedbefme January 1, 1994,

on Envn‘onmental Quali 1ty. shall adopt rules establishing a nonexclusive list of
ds for the Cohtrol of air, water, or land pollution, which must include:

(k) The Texas Commissi
facilities, devices, or miel

(1) coal cleanmg orr ﬁn ,g fa(:llltles

(10) enhanced steain turbine systems;

(11) methanation;

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

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

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

(15) oxy-fuel combustion technology, amine or chilled ammonia scrubbing, fuel or emission
conversion through the use of catalysts, enhanced scrubbing technology, modified combustion technology
such as chemical looping, and cryogenic technology;
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(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 installed 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 to prevent, capture, abate, or monitor nitrogen oxides, volatile
organic compounds, particulate matter, mercury, carbon monoxide, or any criteria pollutant.

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

(m) Notwithstanding the other provisions of this section, if the faéihty, device, or method for the control
of air, water, or land pollution described in an application for an exemption under this section is a facility,
device, or method included on the list adopted under Subsect10n 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 mformatlon required
by Subsection (c)(1) has been submitted, shall determine that the famhty, 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 are reqmred by Subsection: (d) in the event such a determination is
made.

THE TEXAS CONSTI
Article 8 - TAXATION AND RE} ,ENUE ‘
Section 1-1 - PROPERTY USED FOR CONTROL OF AIR, WATER,

OR LAND PO _UTION v EXEMPTION\FROM AD VALOREM TAXATION »

of air; water or land pollutlon

(b) This sect1on applies to real and personal property used as a facility, device, or method for the
control of air, water, or land pollu‘uon that would otherwise be taxable for the first time on or
after January 1, 1994'

(c) This section does ‘rio‘t‘ authorize the exemption from ad valorem taxation of real or personal
property that was subject to a tax abatement agreement executed before January 1, 1994.
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DISCLAIMER

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

Purpose of This Document

This document provides information explaining how to apply for a property tax exemption for capital
expenditures for pollution control property. The term pollution control properiy means a facility,
device, or method for control of air, water, or land pollution. Under the Texas Tax Code (Tax Code),
aperson or business may obtain an exemption from ad valorem property taxes for equipment installed
to comply with environmental laws orrules. This document explains how to determine whether you
have equipment that qualifies for a tax exemption and how to apply to the Texas Commission on
Environmental Quality (TCEQ) to ultimalely obtain the exemption. The document issued by TCEQ
that authorizes the tax exemption is referred to as a use determination.

Legislative Background

On November 2, 1993; Texas voters approved a constitutional amendment(Proposition 2) providing
an exemption from property taxation for pollution control property. This amendment added Section
(§) 1-1 to Article VIII of the Texas Constitution. Legislation to implement the amendment was
approved in House Bill 1920 during the regularsession of the 73rd Legislature. This legislation added
§11.31 to Chapter 11 of the Tax Code and §26.045 to Chapter 26 of the Tax Code. Copies of Tax
Code §11.31, §26.045, and §1-1 of Article V1L of the Texas Constitution are located in Appendix E
of this document. The intent of the constitutional amendment was to ensure that capital expenditures
undertaken to comply with environmental rules did not raise a facility’s property taxes.

In2001, the 77" Legislature amended the §11.31of the Tax Code, to require the Commission to adopt
specific standards for evaluating applications and provide a formal procedure to allow an applicant
or an appraisal district to appeal a ruling by TCEQ.

The TCEQ adopted Chapter 17 under Title 30 of the Texas Administrative Code to establish the
procedures and mechanisms for obtaining a use determination. A copy of the program rules is located
in Appendix E of this document. ' '

The legislation established a two-step process for securing an exemption from property taxes for
pollution control property:

1. A facility must first receive from the TCEQ a determination that the property is used for pollution
control purposes. '

2. The applicant then submits this use determination to the Jocal appraisal district Lo obtain the
property tax exemption.

Benefit to Taxpayers
* The filing of an exemption request, with a positive use determination, reduces a facilities appraised

value by the value of the pollution conlrol property. A lower appraised valueresults in lower property
taxes. '

Guidelines Document for Preparation
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ELIGIBILITY AND EXCLUSIONS

Effective Date

To be eligible for a positive use determination the property must have been purchased, acquired,
constructed, installed, replaced of reconstructed after January 1, 1994, in order to meet or exceed an
adopted federal, state, or local environmental law, rule, or mguhtlon Property or equipment that
existed prior to le[ date will not be eligible

Eligible Property

Property that is installed wholly or partly for pollution control purposes is eligible for a positive use
determination. It is the responsibility of the applicant to demonstrate that the equipment or propérty
isused for pollution control purposes. The applicant must shew that the property was installed to meet
orexceed eﬁvironment_al regulations of the United States, the State of Texas, or political subdivisions
of Texas. Forpartial determinations, i.c., property used partly for pollution control, the applicant must
perform a cost analysis to determine the percentage of the capital cost that qualifies. This requires
using the Cost Analysis Procedure that is described later in this document.

" A. Dedicated Purpose Vehicles

Vehicles that are used solely for pollution control purposes, such as vacuum trucks, street sweepers,
surface watering trucks, and spill response vehicles are eligible for a positive determination.

B. Qualifying Land
Land may be eligible for a positive determination, but it is restricted to land that actually contains
pollution control property. Examples include the actual square footage of land that contains a bag-
house, scrubber, settling pond, or waste water containment. The land must have been acquired after
January 1, 1994. - I ' - ;
" C. Used Equipment

Property purchased from atiother owner is eligible for a positive use determination if it meets the
following criteria:

I It must have been acquired, constructed, or installed by the new owner after January 1, 1994.
2. It will be used wholly or partly as pollution control property.
3. It has not been taxable by any taxing unit in which the property is located.

Property Excluded from the Exemption

The law specifies that the following classifications of property may not receive the exemption:
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o motor vehicles, except as explained above;
= residential property;

B property used for recreational, park, or scenic uses, which includes sporting activities,
camping, scenic areas and historical, archeological, or scientific sites ; and

B sroperty subject to a tax abatement agreement executed before January 1, 1994, except for
proj ) y L ; I
property thatis acquired, construcled, or installed afler the abatement agreement has expired.

A. Commercial Waste Management Facilities

The statute does not allow property to receive the exemption solely because the facility manufactures
or produces a product that is used in pollution control or provides a service that monitors, controls,
or reduces pollution. For example, suppose that a company operates a hazardous waste incinerator
and contracts with other companies to dispose of their hazardous waste. The incinerator would be
considered commercial waste disposal equipment and would not be eligible for a positive use
determination. However, pollution control equipment, such as bag-houses or scrubbers as needed to
comply with environmentalregulations, would be cligible. [fa company installed and operated anon-
commercial incinerator to dispose of its own w'mstc then 1t would be eligible for a positive use
determination.

B. Buffer Zones
The language in the statute includes land as being élicribl'c for a use determination; however, only that

part of the land that actually contains pollution confrol property or is used as pollution c:onuol
pr opelty ‘will be considered. Property used solely as a buffer zone is not eligible.

COMPLETING AN APPLICATION

Application Submission Requirements

Any application that is submitted to the TCEQ must meet the following requirements:

= Timing Deadline: Applications must be postmarked by January 31for property constructed
or installed during the previous calendar year. This deadline was established to allow
sufficient time for TCEQ to complete review of all applications and issue a use determination
prior to May 1. The county tax appraisal districts have a May 1 deadline for businesses to
submit thelr tax appraisal information. TCEQ will review the applications in the order
received. The agency will make every effort Lo issue a determination prior to May 1 for all
applications received.

Single Facility Exlending into Two Counties: If the propertylisted on an application is located
in more than one appraisal district, each affected appraisal district must be listed on the
application. Separate applications are not required.

Guidelines Document for Preparalion
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Multiple Plant Sites in One County: A company that installs identical or similar equipmerit
at more than one location within a single appraisal district may submit a single application for
all such equipment. The application must list the address of each location and the specific
property installed at cach location. It is permissible to file separate applications for each plant
site. However, a separate application fee is required for cach application.

Example: A company that installs Stage 1] vapor recovery equipment at a number of gasoline
service stations within the same county may submit one application to cover all of the

stations. Site information including the physical location, street address, and a description

of the pollution control property should be provided for euch site.

Multiple Projects at One Site: A separate application must be submitted for each projcct that
involves a separate production unit at a facility. If such multiple projects are filed as a single
application, it will be returned to the applicant with no determination. It is acceptable to
separate your projects by media type. This would allow you to place all of your air related
projects at a production unit on one application. '
Example: A project to upgrade stormwater control at a fucility would only require one
application. Installing identical stormwater control equipment at multiple sites within the
same county would also require only one application. However, a project to recuce emissions
or discharges at several different production units located at a single plant or facility would
require separate applications for each unit. '

Applications Submitted After the First Year of Eligibility: Positive use determinations will
be issued only for property that would first become taxable during the tax year in which the
use determination application is submitted. Alternatively, pollution control property that
became taxable after January 1, 1994, but for which no positive use determination has been
issued would also be eligible for a positive use determination. However, the tax exemption
would not be retroactive for the taxable years prior to issuance of the use determination.

Eligible Property Must Have Capital Expenditures Incurred: Positive use determinations will-
not be issued on a prospective basis. Upon request;.the TCEQ will review proposed future
projects or purchases and issue a letter stating which specific equipment or parts of a project
may be eligible for a positive determination at the time of construction or purchase. In order
to receive a positive use determination the requestor will still need to submit a use
determination application in the year that the property would first become taxable.

Inclusion of Fee with Applications: As stated in the rules, an applicant whose application is
not accompanied with the proper fee payment will be mailed a deficiency letter, Review of

‘the application will not commence until the proper fee is received.
Preparing the Application

If a company has installed equipment or made process changes that were intended to control, reduce
or prevent air, water, or land.pollution, and that either met or exceeded an adopted environmental
regulation, then such equipment or process changes may be eligible for a full or partial use
determination. A Decision Flow Chart has been developed to assist applicants in preparing use
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determination applications. The Decision Flow Chart is to be used by all applicants to determine 1f ‘
cach device or equipment item qualifies as pollution control property.

An applicalion form and instructions are provided in Appendix B of this document. Applicants are
allowed Lo use a copy or similar reproduction of the TCEQ application formi. All applications must
be made using the most recent version of the application form. An electronic version of the
application form is available to be downloaded from the TCEQ Web page. Instructions for
downloading forms can be found in the section Obtaining Publications within this document.

Appendix D of this document conlains a list of frequently asked questions related to the tax
exemption program and the corresponding answers.

Application Tier Levels

There are 3 differenttiers, or levels, of applications that can be submitted for a use determination. The
Decision Flow Chart is used to determine what tier is applicable to your property.

Tierl

This is for property that is on the TCEQ’s Predetermined Equipment List (PEL), which 1s
located in Appendix A of this document. The PEL consists of specific equipment that the
TCEQ has “predetermined” to be pollution control property. Tier  applications have a $150
fee. In order for the application to be considered Tier I, all items listed on the application must

. be located on the PEL or must be necessary for the installation or op01 ation of property .
located on the PEL.

Tier I1 ‘ :
This is for property that is 100 percent pollution control property but is not on the PEL. Tier
Il applications have a $1,000 fee.

Tier 111 :
This is for property that is partially used for pollution control and is not on the PEL. Tier
U applications have a $2,500 fee. Tier 1l applications have both environmental benefits
and process improvements or benefits. :

If an application includes property for more than one tier, it can all be <ubmmcd as a single
application. The appropriate ap phccmon fee will be for the highest tier level for which equipment is
included in the application. For example, if the application contains PEL equipment (Tier I), 100%
pollution control property not on the PEL (Tier 1I), and partial determinations (Tier 111), then the
appropriate fee would be $2,500. It is acceptable to submit separate app slications for Tier L, Tier 1,
and Tier 1] equipment, but this is not required and will increase the amount of application fees.

The fees were dcvc]opcc with the intent of recovering the costs to administer the program. Fees are
higher for the second and third tiers because there are greater administrative costs involved in
reviewing applications for property that has not already been determined to be pollution contro]

property.
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Applicant Decision Flow Chart

Applicants must use the Decision Flow Chart for each item of pollution control property or process
change. You must proceed step-by-step through the chart to determine “how” and “if” the pan ticular
equipment item will qualify as pollution control property:

Note: The numbers in the chart and instructions listed here do not match exactly with the Decision
Flow Chart as adopted in Chapter 17. These instructions are intended to explain, in more detail, the
process of using the chart in preparing a tax exemption application.

The following instructions should be used with the flow chart. The numbered items below do not
correspond to the box numbers in the flow chart.

Prepare a list of all process equipment and pollution contlol equipment that is considered to

be pollution COHUO] property (Box 1).

Each item on the list must be run through the flow chart separately (Box 2). Some items will
likely end at different points on the flow chart.

Determine whether the item is required to 1meet or exceed a specific state, local, or federal
environmental regulation, rule or law (Box 3). If no specific rule citation can be made, then
this item does not qualify as pollution control property (Box 4).

Determine if there is an environmental benefit at the site where the equipment is installed
(Box 5). A yes answer to this question is needed to continue evaluating the equipment. If the
answer is no, then the equipment does not qualify (Box 4).

Determine whether the equipment is ii_sted on the Predetermined Equipment List (PEL) (Box
6). If so, then determine the reference number for that item (Box 7).

Include all PEL equipment for the project in a single list that is included with the application.

If the equipment is not on the PEL, then determine whether the equipment is used wholly for
pollution control, i.e., the equipment is not production related and/or does not increase
production or improve product quality (Box 8).

Ifitis wholly for pollution control, then the equipment may qualify as 100% pollution control
property (Box 9). The applicant must provide sufficient \vuttcn documentation and
justification to prove that it qualifies. :

If the equipment has both envirenmental and production clements, then the equipment must
be evaluated as a partial determination (Box 10). The applicant must provide a detailed capital
cost analysis following the procedures established in the Partial Determination section of this
document. The results of these calculations will determine the partial use percentage.
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Tax Relief Decision Flow Chart
Applicants must.use this flowchart for each piece of equipment or process. In order for a piece of
equipment or process Lo be eligible for a positive use delermination the item must generate ‘yes’

answers Lo the questions asked in boxes 3 and 5.
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TIER I - PREDETERMINATIONS

The TCEQ has developed a list of equipment that it has determined to be pollution control propetty. .
The PEL js located in Appendix A of this document. The most current version of this list may be
obtained by contacting the TCEQ Tax Relief for Pollution Control Propesrty Program (Tax Relief) or
by accessing the TCEQ Web page. Follow the instructions in the section Obtaining Publications in
this document. ‘

The list contains property that is both wholly and partially pollution control. The specific types of
equipment that are Tess than 100% were analyzed by TCEQ staff to determine the appropriate
percentages. Most of the property contained on the list is used entirely for pollution contro) and is
listed al 100%. Once a percentage has been established, that percentage is fixed for Tier I
applications. Anyone secking to obtain a differentpercentage must apply for a Tier L determination.
The PEL is generic in nature and will not specify brand names.

Guidelines Document lor Preparalion
ol Use Determinalion Applicalions



The PEL will be periodically updated by the TCEQ. Generally, for Tier II and Tier Il property
approved as pollution control property, that property, if itis considered by the TCEQ to have general
applicability, may be placed on the PEL. In addition, the staff of the TCEQ from time to time will
add, remove, or revise items from the PEL.

Outside partics may propose additions to the PEL by submitting a written request to the Tax Relief
program. The request must provide a description of the equipment and justification for adding it (o

- the PEL. The Tax Relief program will provide a determination after reviewing the request.

TIER I -100% NON-PREDETERMINED PROPERTY

The predetermined equipment list contains property items that TCEQ has reviewed and
“predeterminced” to qualify as pollution control property. Itis not practical to include all possible types
of qualifying property on the list. For property that an applicant believes is 100% pollution control
property but is not contained on the PEL, a Tier II application should be prepared. The applicant has
the burden of demonstrating that the property is indeed “100% pollution control property”. The
applicant must p] ovide ﬁnancml or other information to prove that the property has no pxoductlon
benefits and serves cntucly for pollution oontloi

TIER IIT -PARTIAL DETERMINATIONS

This section addresses property for which a Tier Il application is required. This is property that is not
on the PEL and that is not used wholly for pollution control. It includes new or modified process
equipment that has both environmental and production elements. An example would be replacement
of a reactor vessel with a new reactor that has improved mixing and reduces waste. Since the reactor
is essential to production but also has envir onmental benefits, the cqmpmcnt would be considered
partial pollution control property.

If there are one or more parts of the property that both control pollution and are essential to the
manufacturing process, the applicant is asked to specify the proportion of the property used for
pollution control purposes. In order to make a partial determination, the applicant must use the Cost
Analysis Procedure described below. This procedure requires the use of cost accounting principles
to calculate the percentage of the project that qualifies for a positive use determination as pollution
control property. Detailed examples of how to calculate the partial percentages are shown in
Appendix C. If an applicant needs assistance in determining a partial percentage, please contact the
program at (512) 239-6348 or (512) 239-1917.

Cost Analysis Procedure

The following procedure must be used to determine the creditable partial percentage for a Tier 11
application:

[(PCF x CCN) - CCO - BP]
Partial Use Delermination = CCN %100

Production Capacity Factor (PCF): This is calculated by dividing the capacity of the existing
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equipment or process by the capacity of the new cquipment or process.

PCF = Production Capacity of Existing Equipment or Process
Production Capacity of New Equipment or Process

When there is an increase in production capacity, PCF is used (o adjust the capacity of the new
cquipment or process to the capacity of the existing equipment or process. When there is a decrease.
in production capacity, PCF is-used to adjust the capacity of the existing equipment or process to the
production capacity of the new equipment or process. In this case, the method of calculation is
modified so that PCF is applied to Capital Cost Old rather than Capital Cost New.

Capital Cost New (CCN): This is the estimated total capital cost of the new equipment or process.

Capital Cost Old (CCO): This is the cost of comparable equipment/process without the pollution
control. The standards used for calculating CCO are as follows:

1. If comparable equipment without the poliution control feature is on thc market in the U. S then
an average mar ket price of the most recent generation of technology must be used.

2. If condition 1 above does not qpp'ly, and the company is replacing an existing unit, then the
company shall index the original cost of the unit to today’s dollars by using a published industry
specific standard. .

. If neither conditions 1 nor 2 apply, and the company can obtain an estimate of the cost to
manufactme the alternative equipment without the pollution control feature, then an average
estimated cost to manufacture the unit must be used. The comparable unit must be the most recent
- generation of technology. -

For all three methods, generally accepted accounting principles must be used.

Byproduct (BP): For property that generates a marketable byproduct, in addition to providing
pollution control, the net present value of the byproduct is used to reduce the partial determination.
The value of the byproduct is calculated by subtracting transportation and storage costs of the
-byproduct from the market value of the byproduct. This value is then used to calculate the NPV of
the byproduct over the Jifetime of the equipment. The equation for calculating BP is as follows:

) [(:Byproduct \Faluf{) - (:St:orage. & Transportj)l
=l (1+ Interest Rate)

4

f:r;l

.1‘
=
A

.\_,

Byproduct Value: The retail value of the recovered byproduct for a one year period. Typically, use
the most recent three-year average price.of the material as sold on the open market. If the price varies
from state-to-stale, then calculate an average, and explain how the figures were determined.

Storage and Transport: These costs are the costs to store and transport the byproduct which will
reduce the market value of the byproduct. Provide verification of how these costs were determined
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and itemized.

n: This is the csum'ltccl useful life in years of the equipment that is bcmu cvaluatod f01 a use
determination.

Interest Rate: Thig is the current Prime Lending Rate that is in effect at the time the application is
submitted. The Prime Lending Rateis defined by the Wall Street Journal as the baserate on corporale
loans posted by at least 75% of the nation’s 30 largest banks. The Prime Lending Rate is posted daily
in the Wall Street Journal and on most financial or investment web sites.

The statule r oqunce that the applicant provide any information requested by the Executive Director,
If an applicant is unable to provide the information required in order to use the formula, then a
negative determination will be issued.

If the above procedure produces a negative number or a zero, then there is no cor cdmble p'utm]
percentage for the project and the result is a negative use determination.

APPLICATION REVIEW

The Flow Chart for Obtaininga Use Determination in this section summarizes the use determination
application process.

Administrative Review

The TCEQ has 30 days from the receipt of an application to determine whether the application is
" administratively complete. For anapplication to be administratively complete all of the required fields
on the application form must have an entry. If some fields are left blank or incomplete, then a notice
of deficiency (NOD) will be mailed by TCEQ within 30 days of receiving the application. This notice
will specify the information that is needed to complete the application. The applicant then has 30 days
to submit the requested information to the TCEQ. Failure to respond in the allotted time will result
in termination of the review of the application and forfeiture of the fee. The applicant may then
reapply, but it will be considered as a new application 1'equi1'ing payment of a new application fee.

Once an '1pphc'1t10n has been declared to be administr atwely complete, letters will be sent to the
applicant and the appraisal district.

Technical Review

Once the application is determined to be administratively complete, the technical review will
commence. The technical review consists of a detajled review of the information provided in Sections
7, 8, and 9 of the application. The TCEQ has 60 days from the date that an application has been
declared administratively complete to conduct the technical review. If the application is deemed
incomplete, a technical NOD explaining the specific deficiencies will be sent to the applicant. The
applicant has 30 calendar days from receipt of the NODto address the deficiencies and reply to the
TCEQ. A maximum of three technical NODs will be issued. If the final response does not answer all
of the deficiencies, the application will be returned to the applicant. If the applicant chooses to refile
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the application, it will be treated as a new application and will require the payment of the appropriate
fee. All technical reviews will be documented with copies of the documents being mailed to the
applicant and the appropriate appraisal district at the completion of the review.

Use Determination

Once the technical review has been completed, the applicant will receive a use determination letter
and the use determination. The excecutive director may not make a determination that the property is
pollution control property unless the property meets the standards established under Chapter 7. If
a positive use determination is made, the applicant must then submit the use determination, along
with the appropriate exemption request form, to the appraisal ¢ district in order to receive the tax
exemption. Exemption request forms can be obtained from the appraisal district. If a negative use
determination is rhade, the applicant will be provided with the reason(s) for the denial.

Obtaining the Tax Exemption

The appraisal districts have a filing deadline for exemption requests of May 1 for each tax ycar. The
chiefappraiser has the authority to disallow exemption requests that are not filed by the deadline. T he
TCEQ provides written notice to the appraisal district when a use determination 1s filed and a copy
of the final determination. However, it is the responsibility of the applicant to submit the cmmptlon
request to the appraisal district in 01dc1 to obtain the tax exemption.

Return of Fees

Fees shall be forfeited for applications which are denied or returned. Fees will be refunded for
applications withdrawn by the applicant if a written refund request is filed before the technical review
of the application has been completed. '

As per Lhc statute, itis the applicants burden to supply the TCEQ with the information necessary to
make a use determination. lf the applicant is unable to provide the required information, then the.
application will be returned to the applicant. If the TCEQ determines that the property is not eligible
for a positive determination a negative determination will be issued. For Tier lII applications if

alternative equipment is not currently available on the market or if it is not possible to develop a cost
of the property without the pollution control feature, then no p"utml will be issued.

Guidelines Documenl for Preparation
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FLOWCHART FOR OBTAINING A USE DETERMINATION

Applicant aequires, installs, replaces, or constructs
property after January 1, 1994

Applicant contacets the TCEQ for an application form
and a guidelines docwment

| .

Applicant prepares application for use détermination
and submils form to the TCEQ with appropriate fee

|

The TCEQ determinies whether the application is
administrafively complete

[ :

The TCEQ natifies the applicant and the appropriate

appraisal district thatan applieation has been filed

The TCEQ determines whethei the application is
technically complete

The TCEQ determines whether the property is

pollution control and the appropriate percentage

The TCEQ notifies the npp'licvunt and the appraisal
district, by letter, of the determination and the
percentage

IT the determination is positive, the applicant files a tax
exemption form with the appraisal district. That
application must include the TCEQ’s positive use
determination |

Contact the TCEQ al: (512) 239-6348 or 239-1917
http:/hwww. teeq.state.tx us/assistance/Prop2/prop2.hitmifapps

The applieation deadline is January 31,

‘
The TCEQ has 30 days fromthe veceipt of the applieation to declare if
administratively complete. 11 the application is incomplete, the TCEQ
will natify the applicant, who then has 30 calendar days (o submil the
information nceessary to complete the application.

The TCEQ has 60 days from the date that the applieation was declared
administratively complete to conduet the technical review. IT the
application is technically incomplete, the TCEQ will notify the
applicant, who then has 30 calendar days to submit the information
neeessary to complete the application,

If a negative determination is made, the TCEQ may issuce a lefler
explaining the reason(s) for the denial, (See the guidelines document for
the appeals process) .

Forms must be filed with {he appraisal district by May 1.

APPEALS PROCESS

A use determination may be appecaled by the applicant or the chief appraiser of the county where the
property is located. A written appeal request must be received by the TCEQ Chief Clerk within 20
days after receipt of the use determination letter. The applicant is presumed to have received the letter

3 working days after is was mailed.

The appeal request must contain the following information:

1. Name, address, and daytime telephone of the person requesting the appeal.
2. Name and address of the applicant receiving the use determination.

Page 12

Guidelines Document for Preparation
ol Use Determination Applications



3. The use determination application number assigned by TCEQ.
4. A description of what is being appealed.
5. An explanation of the basis for the appeal.

Upon receipt of the appeal, the chief clerk will forward a copy to the executive director and schedule
the appeal for the next commission meeting for which adequate notice can be given. The chief clerk
will also mail a copy of the appeal to whichever party did not request the appeal, cither the app]ilcant
or the appraisal district.

Both the applicant and the chief appraiser may testify at the commission meeting that is scheduled
to hear the appeal. The commission may either deny the appeal or remand the matter back to the
executive director. Ifit is remanded, the executive director must conduct a new technical review of
the application and issue a new use determination: The new determination may then be appealed using
the same procedures as for the initial appeal. - ‘

Contact information for the Office of the Chief Clerk is:

U.S. Mail Address Physical Address

Office of the Chicf Clerk ’ Office of the Chief Clerk
TCEQ MC 105 o TCEQ MC 105

PO Box 13087 ’ 12100 Park 35 Curcle

Austin, TX. 78711-3087 ’ Austin, TX. 78758

CONFIDENTIAL MATERIAL -

The agency suggests that the applicant NOT submit confidential information as part of the use
determination application. However, if this cannot be avoided, a general description should be
provided in nonconfidential terms as part of the application: A separate document containing the
confidential information should be submitted as an attachment to the application. Each page of the
confidential information should be conspicuously marked “CONFIDENTIAL.”

Reasons for confidentiality include the concept of trade secrecy and other related legal concepts that
give a business the right to preserve the confidentiality of business information to obtain or retain
advantages resulting from the content of the information. The TCEQ will maintain information
marked as being confidential in a separate file. ‘

OBTAINING PUBLICATIONS

The most current versions of the Application and Instructions for Use Determipation for Pollution
Control Property and Predetermined Equipment List and the Technical Guidelines Document can be
obtained by contacting the TCEQ Tax Relief program at (512) 239-6348 or (512) 239-1917.

Current copies of these documents may also be downloaded from the TCEQ web sire. The URL is
www.tceq.state.tx.us for the main web page. Click on the Subject Index link, next the letter T, and
then click on the link for Tax Exemptions for Pollution Control which will connect to the Tax Relief
web page. From there, click on the link for Application Forms and Guidance Documents. All of the
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available forms and instructions can be downloaded from that link.

CONTACTING THE PROGRAM

Questions relating to this program can be sent by U.S. mail to the following address:

TCEQ - MC-110

Attention: Tax Relief Program
PO Box 13087

Austin TX 78711-3087

or by electronic mail to the following address: txreliefi@iceq.state.tx.us

or by fax to the foﬂowing telephone number: (512) 239-3165 or (512) 239—,)67‘63

or by telephone to the following program staff:  (512) 239-6348 or (512) 239-1917.

APPLICATION FILING

Filing Information

Send the completed applications to:

US. Mail - Physical Address |

TCEQ - Cashiers Office MC-214 ; TCEQ — Cashiers Office MC-214
Tax Relief Program : 7 Building A

PO Box-13088 ' : 12100 Park 35 Circle

Austin Texas 78711-3088 . , Austin, TX 78753

each application must include a signature page with an original signature and the proper fee payment.

DELINOUENT 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 accmd'mcc with the Delinquent Fee
and Penalty Protocol. (Effccllvc September 1, 2006)
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Appendix A

PREDETERMINED EQUIPMENT LIST



Guidelines Document for Preparation
of Use Delermination Applicalions



Pre-Determined Equipment List

Air Pollution Control Equipment

No. |Media |[Equipment [Description , |Percent
Particulate Control Devices '
A-1 Alr Baghouses (not used for Baghouses, filters, blowers, piping 100%
product collection) — used to remove particulate matter
. from air/gas streams
A-2 Alr Demislers Mesh pads or cartridges — used to 100%

remove entrained liquid droplets

from exhaust gas streams

A-3 . |AIr Electrostatic Precipitator Wet or dry particulate collection by 100%
: creating an electric field between

positive and negative electrodes.

A-4 Alr Cyclone (not used for product [Cyclone, blowers, piping, etc. — 100%
' collection) _ |used to remove particulale matter
: from exhaust gas streams ' :
A-5 Adr Scrubbers (not used for Scrubber, circulation pumps, piping, | 100%
product collection) etc. — used to remove particulates
from exhaust gas stream
A-6 Alir Water/Chemical Sprays and |Spray nozzles, conveyor and chute 100%
* |Enclosures for Particulate covers, windshields, piping, pumps,
Suppression etc. — used to reduce particulate
' emissions
A-7 Air  |Smokeless Ignitors Installed on electric generating units | 100%

in orderto control particulate
emissions and opacity on start-up.
Combustion Control Devices

A-12  |JAIr Thermal Oxidizers Thermal destruction of VOCs by 100%
. - - |direct flame combustion.
A-13 |AIr Catalytic Oxidizer Oxidation or destruction of VOCs by| 100%
. : ‘ ~ [use of a catalyst. .
A-14  Alr Flare/Vapor Combustor Stack, burner, flare tip, blowers, etc. |  100%

— used to destroy air contaminants
n a vent gas stream

Non-VOC Gaseous Control Devices

A-2]1  |Alr Molecular Sieve Used to remove H,S 100%
A-23  |Air Strippers Used in Conjunction|Stripper, pumps, piping — used to 100%
with Final Control Device remove contaminants fron1 a gas or
liquid stream

A-24  |Air Sorbent Injection Systems Multiple-pollutant, SO, or NO, - 100%
A-25  |Air CFC Replacement Projects.  |Projects to replace one CFC withan | 100%
All necessary equipment alternative CFC or other refrigerant

necded to replace the CFC  |where there is no increase in the
and achieve the same level of |cooling capacity or the efficiency of
cooling capacity. the unit.
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No. Media |[Equipment : _ |Description Percent

A-26  |Alr Refrigerant Recycling Equipment used to recover and 50%
~ |[Equipment  jrecycle CEC’s and halocarbons.
. Monitoring and Sampling Equipment
A-31  |Air Fugitive Emission Monitors |{Organic vapor analyzers — used to 100%
_ - discover leaking piping components _
A-32 |Air  |Continuous Emission Specific for NO,, CO, SO,, opacity, 100%
; Monitors THCs, and VOCs, respectively ‘
A-33 AIr Monitoring Equipment on Temperature monitor or controller, 100%
Final Control Devices flow-meter, pH meter, ctc. for a

pollution control device,
Monitoring of production equipment
or processes is not included.

A-34  {AIr Ambient Air Monitoring Towers, structures, analytical 100%
' Facilities _ equipment, sample collectors,
A o mmonitors, power supplies, etc.
A-35  |AIr Noncontinuous Emission Monitors, analyzers, buildings, air 100%
Monitors . |conditioning equipment, etc.

constituting a monitoring system
required to demonstrate compliance
_ with emission limitations. ‘
A-36 Automotive Dynamometers |Automotive dynamometers used for | 100%
in-house emissions testing in order
- to reduce vehicle emissions.
Automotive dynamometers installed y
for the purpose of testing vehicles
which are not part of the company’s
fleet do not qualify for a positive use

, ~ |determination..-
A-37  |Alr Noncontinuous Emission”  [Monitors, analyzers, structures, 100%
Monitors, Portable trailers, air conditioning equipment, '
, ' etc. :
A-38  |Air Predictive Emission Monitors [Monitoring of process and’ - 100%

operational parameters that are used
to calculate or determine compliance
with emission limitations.

~ Control of Nitrogen Oxides ,
A-50  |Air Selective Catalytic and Non- [Catalyst bed, reducing agent 100%
catalytic Reduction Systems  [injection and storage, monitors —
used to reduce NO, emissions from

engines/boilers , s e
A-51. JAir Catalytic Converters for - [Used to reduce NO, emissions from | 100%
Stationary Sources internal combustion engines |

A-52°  |Air Air/Fuel Ratio Controllers for [Used to control the air/fuel mixtures | 100%
Internal Combustion Engines |and reduce NO, formation for fuel
injected, naturally aspirated, or
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No.

Media

Equipment

Description

Percent

turbocharged engines.

Alr

Flue Gas Recirculation

Ductwork, blowers, etc. — used to
redirect part of the flue gas back to
the combustion chamber for
reduction of NO, formation. May
include flyash collection in coal
fired units.

100%,

A-54

Alr

Water/Steam Injection

Piping, nozzles, pumps, ctc. to inject
water or steam into the burner flame
of utility or industrial boilers or the
atomizer ports for gas turbines, used
to reduce NO, formation.

- 100%

A-55

Alr

Over Fire Air Systems

Advanced over-fire air for NO,

100%

A-56

Alr

Burners Qut of Service

Staging of burner firing by not
firing specific burners within a
combustion unit for the purpose of
climinating hot spots to reduce NO,

“lemissions.

100%

A-57

Alr -

Lean-Bum Gas-Fired
Compressor Engines

Gas-fired engines, which utilize
lean-burn technology, that are used
for the compression of natural gas
for the purpose of storage or
transmission.

20%

A-58

Alr

Low-NO, Burners

Replacement of existing incinerator,
furnace or boiler burners with low-
NO, burners for pollution control
purposes (does not include electrical
power generation burners).

100%

A59

Air

Low Emissions Conversion
Kit for IC compressor engines

Existing internal combustion
engines used to drive natural gas
compressors that install conversion
kits to reduce NOx enussions. These
kits include ignitor cells or
assemblies that ignite a fuel rich
mixture in a pre-combustion
chamber and forcing it into the
power cylinder while still burning.
Additional components consist of
pilot gas system that delivers rich
fuel to the ignitor cell and power
cylinders, power pistons, and power
cylinder heads to replace the existing
cylinders, pistons and heads.

100%

A-60

AT

Water Lances

Installed in the fire box of boilers

and industrial fumaces to eliminate

100%
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No.  |[Media {Equipment Description , Percent
hot spots; thereby reducing NO, v v
: formation. ’
A-61  |Air Electric Power Generation  [Retrofit of existing burners on 100%
Burner Retrofit clectric power generating units with
components for reducing NOx '
including directly related equipment.
A-62. {Air High-Pressure Fuel Injection [Retrofit technology for large bore 40%
System natural gas fired internal combustion
- lengines to reduce NOx and CO
cmissions. System includes
injectors, fuel lines, and electronic
_ |controls.
_ VOC Control _ ‘
A-70 |Air  |Activated Carbon Systems  (Carbon beds or liquid-jacketed 100%j :
systems, blowers, piping, condensers ‘
— used to remove VOCs or odors
from exhaust gas streams :
A-71  |Air Storage Tank Secondary Seals{Used to reduce evaporation losses 100%
‘ and Internal Floating Roofs  {from storage tanks
A-73  |Air Stage I or Stage Il Vapor Iincludes pressure/vacuum vent relief|  100%
Recovery - valves, vapor return piping, stage 2
nozzles, coaxial hoses, vapor
processing units, and vacuum-assist
‘ units.
A-74  |Air Replacement of existing Replacement of these parts for the 100%
pumps, valves, or seals in sole purpose of eliminating fugitive
piping service emissions of volatile organic
' compounds. New systems do not
qualify for this item. ,
A-75  |Alr Welding of pipe joints in Welding of piping joints rather than | 100%
VOC service jusing threaded or flanged fittings to
. ; eliminate fugitive emission leaks. v
A-77 |Air - |Carbon Absorber Preventive abatement equipment 100%
absorbs VOCs, Freon and emission -|
streams by using carbons atoms to
combine with organic chemicals
o Miscellaneous Control Equipment
A-90  |Air Hoods and Collection Piping, headers, pumps, hoods, 100%
Systems for Final Control  |ducts, etc. — used to collect air
Devices contaminants and route them to a
control device 1
A-91  |AIr Stacks and Stack Construction of new exhaust stacks,| 100%
7 Modifications stack extensions, and stack repairs,
A-92 |Alr Vapor/Liquid Recovery _ |Hoods or other enclosures including | 100%
Guidelines Document lor Preparation
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No. Media |Equipment Description Percent
Equipment for Fugitive piping and pumps or fans used to
Emissions capture fugitive emissions from
process equipment. The captured
vapors are condensed or extracted
for reuse or sold as product.
A-93  |AIr Vapor/Liquid Recovery Piping, blowers, vacuum pumps, 100%
Equipment (for venting to a  [compressors, etc. - used to capture a
control device) waste gas or liquid strcam and vent
to a control device. VOC &
nonVOC. Including those used to
eliminate emissions associated with
loading tank trucks, rail cars, and
barges ‘ i
A-94  |Ailr Paint Spray Booth Attached to{Booth, piping, etc. — used to 100%
' Final Control Device contain and control over spray.
[ncludes water curtain, filters, or
other devices to capture paint fumes.
A-96 |Alr/  [Preparation Room 1A room designed for mixing paint, 100%
© o |Water cleaning tools, and preparation of
‘ painting equipment -

A-98 |Air  |[Powder Coating System All equipment such as booths, 100%
powder recovery devices associated ‘
with a Powder Coating System.

. Ovens are not included. -
A-99  |Alr Ultra-violet Electron Beam  |All equipment such as booths and 70%
Infrared (E-Coat) Coating ovens associated with an E-Coating
System _ ISystem :
A-100 |Alr Blast Cleaning Booth Vented |Enclosed cabinet for blast cleaning 50%
L to Control Device of metal parts that includes a
|particulate control device
Dry Cleaning Related Equipment
A-110 |Air Perchloroethylene (Perc) Dry-to-dry closed loop technology 60%
Closed-Loop Dry Cleaning  [sealed during the entire dry cleaning
Machines - sequence to eliminate solvent
emissions and minimize hazardous
waste disposal.
A-111 |Air Cartridge and Spin Disc A control device used to lessen 40%
Filtration Systems emissions of VOC for naphtha
' cleaning systems.
A-112 |Alr Petroleum Dry-to-Dry, Closed loop system using naphtha 60%
Cleaning Machines instead of perchloroethylene.
A-113 JAlr Petroleum Re-claimers A unit used to collect VOC 60%
: emissions in the drying process.
A-114 |Alr Refrigerated Vapor A device that uses refrigerants to 90%
Condenser condense vapors to liquids.
Guidelines Document for Preparation
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No. Media |[Equipment Description . - . [Percent

Associated with dry cleaners, v
degreasers, or recovery.of solvents

from cleaning inside bulk containers

_ ‘ S o |or process vessels. :

A-115 |Air Secondary Containment External structure or liner used to | 100%

v collect liquids released from dry

cleaning equipment or chemical

: - ~ [storage devices.

A-116 |Air Direct Coupled Solvent Replacement of solvent delivery 100%

Delivery Systems systems at existing dry cleaning
facilities.

Wastewater Pollution Control Equipment

No.  |Media  [Equipment __ |Description |[Percent
o Solid Separation and De-watering | -
W-1 Wastewater |[API Separator Mechanical oil, water, and solids - 100% -
ey , separator , L , '
W-2  |Wastewater |CPI Separator - IMechanical oil, water, and solids | 100%°
P ~ |separator ' :
W-3  |[Wastewater [Dissolved Air Flotation [Mechanical oil, water, and solids 100%) .
. separator . »
W-4  |Wastewater {Skimmer Hydrocarbon 100%
W-5 Wastewater |Decanter : Used to decant hydrocarbon from 100%
s : ‘ process wastewater ,
W-6 Wastewater |Belt Press, Filter Press, |[Mechanical de-watering devices 100% :
' Plate and Frame, etc, L
W-7  |Wastewater |Centrifuge  |Separation of liquid and solid waste | 100%

by centrifugal force, typically a
rotating drum. '

W-8  [Wastewater |Settling Basin ‘ Simple tank or basin for gravity 100%
, : separation of suspended solids. _
W-9 Wastewater |Equalization Tank, sump, or headbox used to 100%

settle solids and equilibrate process

v wastewater streams '

W-10 |Wastewater |Clarifier Circular settling basins usually 100%
‘ containing surface skimmers and

sludge removal rakes.

Disinfection ,
W-20 [Wastewater |[Chlorination Wastewater disinfection treatment 100%
‘ using chlorine
W-21 |Wastewater [De-chlorination Chlorine removal equipment | 100%
W-22 |Wastewater |Electrolytic Disinfection "|Disinfect water without use of 100%
' ~ |chemicals _
W-23 |Wastewater [Ozonization ___ |Wastewater disinfection treatment 100%

Guidelines Document for Preparalion
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of Use Determination Applicalions

No. Media Equipment Description Percent
W-24  |Wastewater |Ultraviolet Wastewater disinfcction treatment 100%
W-25 |Wastewater [Mixed Oxidant Solution [Solution of chlorine, chlorine 100%
: dioxide, and ozone to replace
chlorine for disinfection
Biological Systems A
W-30 [Wastewater |Activated Sludge Biological treatment used to remove | 100%
pollutants :
W-31 |Wastewater |Adsorption Used in conjunction with biological 100%
treatment to remove pollutants
W-32 |Wastewater |Acration Aecration equipment used in 100%
: activated sludge treatment
-33  |Wastewater [Rotary Biological Biological treatment used to remove | 100%
Contractor Ipollutants v
W-35 [|Wastewater [Trickling Filter Biological treatment used to remove | 100%
pollutants
W-36 |Wastewater [Wetlands and Lagoons  |Biological treatment used to remove | 100%
(artificial) pollutants
W-37 |Wastewater |Digester Biological treatment used in - 100%
conjunction to solids management
and removal of pollutants
Other Equipment :
W-50 [Wastewater |lrrigation Equipment used to irrigate and 100%
: disburse treated wastewater
[W-51  |Wastewater |Outfall Diffuser Device used to diffuse effluent 10094 -
' discharge from an outfall ’
W-52  |Wastewater |Activated Carbon Treatment used to remove pollutants| 100%
Treatment and polish effluent ‘
W-53 |Wastewater |Oxidation Ditches and  [Technology used to remove 100%
Ponds pollutants and polish effluent '
W-54 |Wastewater [Filters: Sand, Gravel, Treatment used to remove pollutants |  100%
Microbial ' and polish effluent
W-55 [Wastewater {Chemical Precipitation  {Process used to remove heavy - 100%
metals from wastewater
W-56 [Wastewater {Ultra-filtration Mechanical device used to remove 100%
solids :
W-57 |Waslewaler (Conveyances, Pumps, Used to segregate storm water from | 100%
Sumps, Tanks, Basins  |process water, control storm water
: runoff, or convey contaminated
process water
W-58 |Wasiewater [Water Conservation Installed systems, excluding cooling | 100%
Systems towers, that clean, recycle, or reuse
wastewater in order to reduce the
amount of a facility’s discharge or
the amount of new water used as
process or make-up waler
Guidelines Document {or Preparation
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No. Media Equipment Description Percent
W-59 |Wastewater [Wastewater Treatment  |New wastewater treatment facilities | 100%
' Facility/Plant constructed to process wastewater

. generated on-site
W-60 |Wastewater: |[High-Pressure Reverse  [The passing of a contaminated water| 100%
Osmosis stream over a permeable membrane
at high pressure to collect
jcontaminants
W-61 [Wastewater |Hydro-cyclone Vapor  |An air-sparged hydro-cyclone for the| 100%j .
Extraction removal of VOCs from a wastewater| -
stream
W-62  |Wastcwater [Recycled Water Cleaning|A high-pressure water system for 100%
' System cleaning equipment and pavement
that is able to collect and recycle the
, |cleaning water
W-63  [Wastewater [Chemical Oxidation Use of hydrogen peroxide or other 100%|
, loxidants for wastewater treatment :
W-65 |Wastewater |Storm-water Structures or liners used for 10094
Containment Systems  jcontainment of runoff from rainfall ‘
W-66 [Wastewater (Wastewater Ponds used for the collection of 100%
[mpoundments water after use and before
circulation
Control/Monitoring Equipment
W-70 |Wastewater {pH Meter, Dissolved Used for operations control and 100%
Oxygen Meter, Chart monthly reporting requirements :
Recorder, etc. -
W-71 |Wastewater {On-line Analyzer Used for operations control 100%
W-72 |Wastewater |Neutralization _|Control equipment used to adjust pH| 100%
W-73  |Wastewater [Respirometer ~_[Monitor microbial respiration rates 100%
W-74 |Wastewater |Diversion ' Structures used for control of storm | 100%
water and process wastewater or
emergency diversion of process
material . ' |
W-76 |Wastewater Building |Used for housing control and 1009
, ‘ monitoring equipment
W-77 |Wastewater [De-foaming Systems Systems consisting of nozzles, 100%
pilings, spray heads, and piping used:
to reduce surface foam
W-78 Double-Walled Piping  |The difference between cost of 100%

: single walled piping and the cost of
double-walled piping, when the
double-walled piping is installed in
order to prevent unauthorized
discharges. '

Guidelines Document for Preparation
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Solid Waste Management Pollution Control Equipment

of Use Determination Applications

No.  |Media |Equipment IDescription | Percen
‘ Solid Waste Management
S-1 Land/ [Stationary Mixing and Sizing |lmmobile equipment used for 100%
Water  [Equipment solidification, stabilization,
grinding, etc. of self generated
waste material for the purpose of
disposal or in-house recycling.
S-2 Land/  |Decontamination Equipment |Equipment used to remove waste 100%,
Water contamination or residues from
) mobile sources .
-3 Land/ |Solid Waste Incinerator (not [Solid waste incinerators, feed 100%,
Water |used for energy recovery and {systems, ash handling systems,
export or material recovery) |controls, etc.
S-4 Land/  |Monitoring and Control Alarms, indicators, controllers, 100%
Water/ [Equipment ete., for high liquid level, pH,
Alr temperature, flow, etc. (Does not
_ include fire alarms)
S-5 Land/ |Solid Waste Treatment Any vessel used for waste 100%
Water  [Vessels (not used for product |treatment
recovery)
S-6 Land/ |Secondary Containment External structure or liner used 1009
' Water to collect liquids released from a
primary containment device
: and/or ancillary equipment
S-7 Land/ [Liners A continuous layer or layers of 100%
Water natural and/or man-made
materials that restrict downward
or lateral escape of wastes or
leachate in an impoundment,
landfill, etc.
S-8 Land/ {Leachate Collection and A system capable of collecting 100%
Waler  [Removal Systems leachate or liquids, including
' suspended solids, generated from
percolation through or dramage
from a waste. Systems for
removal of leachate may include
sumps, pumps, piping, etc.
S-9 Land/  |Leak Detection Systems A system capable of detecting 100%
Walter ' the failure of a primary or
secondary containment structure
or the presence of a liquid or
waste in1 a containment structure
S-10  |Land/ |Final Cover Systems for A system of liners and materials 100%
Guidclines Document for Preparation
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Media

Equipment

Description

Percent

Water

Landfills

to provide drainage, erosion
prevention, infiltration
minimization, gas venting, biotic
barrier, etc. ‘ '

S-11

Land/
Water

Lysimeters

An unsaturated zone monitoring
device used to monitor soil-pore
liquid quality at a waste
management unit (e.g., below the
treatment zone of a land
treatment unit, etc.)

100%

Walter

Groundwater Monitoring
Well and Systems

A groundwater well or system of
wells designed to monitor the
quality of groundwater at a waste
management unit (¢.g., detection
monitoring systems, compliance
monitoring systems)

100%

Ai‘r

Continuous/Noncontinuous
Emission Monitors

Carbon monoxide monitor,
oxygen monitor, total
hydrocarbon monitors, etc.

1009

Air

Fugitive Emission Monitors

A monitoring device used to
monitor or detect fugitive
emissions from a waste
management unit or ancillary
equipment

100%

Land/
Water

Slurry Walls/Barrier Walls

A pollution control method using
a barrier to minimize lateral
migration of pollutants in soils
and ground water

100%

S-16

Water

Groundwater Recovery or
Remediation System

A groundwater remediation
system used to remove or treat
pollutants in contaminated
groundwater or to contain
pollutants (e.g., pump-and-treat
systems, etc.)

100%¢4:

S-17

Water

Injection Wells (Including
Saltwater Disposal Wells) and
Ancillary Equipment

Iujection well, punips, collection
tanks and piping, pretreatment
equipment, monitoring
equipment, etc.

100%

Land/
Water

Noncommercial Landfills and
Ancillary Equipment

Excavation, clay and synthetic
liners, leak detection systems,
leachate collection and treatment
equipment, monitor wells, waste
hauling equipment,
decontamination facilities,
security systems, and equipment

100%.
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ol Use Dectlerminalion Applications

No. Media [Equipment Description Percent
used to manage the disposal of
waste in the landfill
IS-19 [Land/ |RCRA Containment Pads, structures, solid waste 100%
Water  [Buildings treatment equipment used to
meet the requirements of
Subchapter O - Land Disposal
Restrictions (30 TAC 335.431).
S-20 |Land/ |Surface Impoundments and  |{Excavation, ponds, clay and 100%
Water |Ancillary Equipment synthetic liners, leak detection
(Including Brine Storage systems, leachate.collection and
Ponds) treatment equipment, monitor
wells, pumps, ctc.
S-21  |Land/ |Waste Storage Used to Tanks, containers and ancillary 100%
Water [Collect and/or Store Waste  |equipment such as pumps,
' Prior to Treatment or Disposaljpiping, secondary containment,
(e.g., RCRA Storage Tanks, |vent controls, etc.
90-Day Storage Facilities,
Feed Tanks to Treatment
_ Facilities, etc.)
S-22  |Air Fugitive Emission Structures or equipment used to 100%
{Containment Structures contain or reduce fugitive
' ' emissions or releases from waste
management activities (e.g.,
coverings for conveyors, chutes,
enclosed areas for processing
equipment, enclosed areas for
|loading and unloading activities,
: etc.)
S-23° {Water |[Double Hulled Barge Double hulled to reduce chance 30%
of leakage. (Incremental cost
difference between a single
hulled barge and a double hulled
barge.)
S-24 \Land  [Composting Equipment Used to compost material where 100%9
the compost will be used on site. .
(Does not included commercial
composting facilities)
S-25 |Land  [Compost Application Equipment used to apply 100%
Equipment compost which has been
generated on-site.
S-26  |Land  [Vegctated Compost Socks  |Put in place as part of a facilities 100%
| ' permanent BMP.
Miscellaneous Pollution Control Equipment
Guidclines Document for Preparation
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No. . |Media |[Equipment - Description VA

iM-1 Air/ Spill Response/Cleanup Boats, barges, booms, skimmers, [100%
Land/ |{Equipment Pre-positioned and {trawls, pumps, power units,
Water  [Stored for Addressing Future  |packaging materials and
Emergencies containers, safety equipment,
vacuum trailers, storage sheds,
diversion basins, tankage,
dispersants, ctc.

M-2  |Air/ FEPA Vacuum Equipment, RCF/Asbestos abatement — 100%
Land [Negative Air Pressure  prequired removal of asbestos
Enclosures, Glove Bags, contaminated material
/ _|Personal Protection, Disposal ”
M-3 A/ Vacuum Trucks, Street Mobile Surface Cleaning 100%
Land/ [Sweepers and Watering Trucks [Equipment — used exclusively to
Water ‘ control particulate matter on plant
_ N , roads o
M-4  |Land  |Compactors, Barrel Crushers, |Compactors and similar equipment|1:00%
Balers, Shredders |used to change the physical format

of waste material for
recycling/reuse purposes or on-site
disposal of facility-generated

waste

[M-5 |Land/ |Distillation Recycling Systems |Used to remove hazardous content |100%
Air/ from solvents and paints by heat,
Water | o vaporization, and condensation

M-6 Land/ [Boxes, Bins, Carts, Barrels, Collection/storage containers for |100%
Water |Storage Bunkers ; source-separation of materials to

- ol , , be recycled _
M-7  |Water |[Potable Water Systems - [Tanks, pumps, and associated 100% -

equipment necessary to provide
potable water

M-8 - |Air/  |Environmental Paving ~ |Paving of parking lots, roadways, 100%
| Land/ . lor plant areas in order to meet or
Water : exceed an adopted environmental
_ ' rule, regulation or law. , ,
M-9  {Air/  “[Sampling Equipment Equipment used to collect samples |100%
Land/ ~ lof exhaust gas, waste water, soil,
Water ' or other solid waste to be analyzed
for specific contaminants or
; : pollutants.
M-10 |Water |Dry Stack Building for Poultry |A pole-barn type structure used to {100%
Litter ‘ temporarily store poultry litter in
7 an environmentally safe manner
M-11 |Land/W-[Poultry Incinerator Incinerators used to disposal of  {100%
ater } poultry carcasses. '

M-12  {Land/W [Structures, Enclosures, Required i1 order ‘no contact’ 100%

‘ Guidelines Document for Preparation
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No. Media [Equipment Description Yo

ater Containment Areas, Pads stormwater regulations.

M-13  JAir Methane Capture Equipment  [Equipment used to capture 100%
methane generated by the
decomposition of site generated

, waste material.
M-14 {Alr Methane Fueled Equipment for [Equipment which bums site 50%
Power or Hecat Generation generated methane for the purpose
of heating or generation of electric
DOWEL, '
Underground and Above-ground Storage Tanks
No. Media [Equipment Description Percent
v Spill and Overfill Prevention Equipment

T-1  |Water  [Tight Fill Fittings Liquid tight connections between |1 00%
the delivery hose and fill pipe.

T-2 Water = |Spill Containers Spill containment manholes 100%
equipped with either a bottom
drain valve to return liquids to
the tank, or a hand pump for
liquid removal.

T-3 Water  |Automatic Shut-off Valves Flapper valves installed in the fill|[100%
pipe to automatically stop the
flow of product.

T-4 Water  |Overfill Alarms External signaling device 100%

- attached to an automatic tank
gauging system.

T-5 Water  |[Vent Restriction Devices Float vent valves or ball float 100%
valves :

v Secondary Containment

T-11 - (Water  [Double-walled Tanks Tanks equipped with a double  |50%
wall or jacketed liner.

T-12  |[Water  |Double-walled Piping Piping equipped with a double  [50%
wall to contain leakages that may
occur from the primary pipe wall.

T-13  [Water  |Tank Top Sumps Liquid tight containers to contain {100%
leaks or spills that involve tank-
top fittings and equipment.

T-14 |[Water  |Under Dispenser Sumps Contains leaks and spills from  [100%

: dispensers and pumps.

T-15 |Water  |Sensing Devices Installed to monitor for product {100%
laccumulation in secondary
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lcontainment sumps.

‘Release Detection for Tanks and Piping

T-21

Water

Automatic Tank Gauging

Includes tank gauging probe and
control console.

100%

T-22

Water

Groundwater or Soil Vapor
Monitoring

Observation wells located inside
the tank excavation or
monitoring wells located outside
the tank excavation

100%

Water

Monitoring of Secondary
Containment

Liquid sénsors or hydrostatic
monitoring systems installed in
the interstitial space for tanks or
piping.

100%

T-24

Water

Automatic Line Leak Detectors
|devices are acceptable

Mechanical and electronic

100%

[-25

Water

Under Pﬁmp’ Check Valve

This device 1s only used on
suction pump piping systems.

100%

T-26

Water

Tightness Testing Equipment

Equipment purchased to comply
with tank and/or piping tightness
testing requirements.

100%

Cathodic Protection

Water

Isolation Fittings

Diclectric bushings and fittings
to separate underground piping
from above ground tanks and
piping. ‘

100%

Water

Sacrificial Anodes

Magnesium or zinc anodes
packaged in low resistivity
backfill to provide galvanic
protection.

100%

Water

Dielectric Coatings

Factory installed coal-tar
epoxies, enamels, fiberglass
reinforced plastic, or urethanes
on tanks and/or piping. Field
installed coatings limited to
exposed threads, fittings, and
damaged surface areas.

100%

Page A-14

Guidelines Document for Preparation
of Use Determination Applications




Appendix B

APPLICATION FORM AND INSTRUCTIONS



Guidelines Document for Preparation
of Use Determination Applications



TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USE DETERMINATION
For PoLLuTiON CONTROL PROPERTY

The Texas Commission on Environmentai Quality (TCEQ) has the responsibility to determine whether a property isa pollution control property. A
person or political subdivision secking a use determination for pollution control property must complele the attached application or use a copy or

similar reproduction. For assistance in completing this form refer to the TCEQ guidelines document, Property Tux Exemptions for Pollution Conirol

Property, as well as 30 TAC §17. rules governing this program. For additional assistance please contact the TCEQ Tax Relief for Pollution Control
Property Program at (312) 7"9 6348 or (312)239-1917. The application should be completed and mailed, with the appropriate fee, 1o: TCEQ MC-
214, Cashiers Office. P.O. Box 13088, Austin, Texas 78711-3088.

|88

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

B. Size of company: Number of Emp]oyees
[]1t099 [] 1,000 to 1,999
[] 100 to 499 _ [] 2,000 or more
[] 500 to 999 :

C. Business Description: (Provide a brief descri iption of the type of business or actwny at the
facility)

TYPE OF APPLICATION

A.[] Tier1 $150 Application Fee.

B.[] Tier 11 $1.000 Application Fee.

C.[] Tier IIl $2.500 Application Fee.

NOTE: Enclose a check or money order 0 the TCEQ along with the applzcaz‘zon to cover the
required fee.

NAME OF APPLICANT
A. Company Name:
B. Mailing Address (Street or P.O. Box):
C. City, State, ZIP:

PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit:

B.  Type of Mfg. Process or Service:

C. . Street Address:

D. City, State, ZIP:

E. Tracking Number Assigned by Applicant:
F.  Company Number or Registration Number:

Guidelines Document lor Preparation
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APPRAISAL DISTRICT WITH T AXING AUTHORI 'Y OVER PROPERTY
A. Name of Appraisal District:

o

B. Appraisal District Account Number:

6. CONTACT NAME (must be provided)
Company/Organization Name:

Name of Individual to Contact:
Mailing Address:
City, State, ZIP:
Telephone number and fax number:

moOow»

=

E-Mail address (if available):

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

For each of the pollution control plopeltles listed on this application, select the type of
medium or media (air, water, qutc) for which the property or device is required. Use the
second column to cite the specific environmental rule, regulation, and/or law that is being met
or exceeded by the installation of this property. The citation should be specific and should
include the section and/or subsection of the rule, regulation, and/or law._Do not list permit
numbers or registration numbers in this table. If the property or equipment was installed or
constructed in response to an agreed order, do not list the order — list the rule, regulation, or
law that requires the installation or construction of the property.

'MEDIUM | RULE/REGULATION/LAW

| Alr
Water

Waste

8. DESCRIPTION OF PROPERTY (Complete for all applicéxtions)

: Provide a description and purpose of the property for which this application is being filed.
This description must include the anticipated environmental benefits for the prevention,
monitoring, control, or reduction of air, water, or land pollution that will be realized by the
installation of the property. Do not simply repeat the description from the predetermined
equipment list. Instead describe the property and how it will be used at your facility. Include
sketches of the equipment and flow diagrams of the processes where appropriate.

Land: If a use determination is being requested for land, provide a legal description and an

accurate drawing of the property in question. Only that land which was purchased after

January 1, 1994, and which is actually used for pollution control purposes or that houses
~ pollution control property is eligible for a positive use determination.

) Guidelines Document lor Preparation
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9.  DECISION FLOWCHART

Each piece of equipment or process change must be processed through the Decision Flow
Chart. Each item of property listed on the application must resull in a yes answer to boxes 3
and 5. Use the table in section 11 to document which box (7, 9 or 10) was the final destination
of each piece of equipment. Instructions for completing this section are located in the
instruction section of this document.

Tax Relief Decision Flow Chart
Applicants must use this flowchart for each piece of equipment or process. In order for a piece of
equipment or process Lo be eligible [or a posilive use determination the ilem musl( generale “yes’
answers to the questions asked in boxes 3 and 3.

Prepare o lisl of equipment/
f :

processes considered to be
pothulion control property

Is the ltem qualifies for

s N o l -
1 cquipmen P
| listed on dclc;:v:);;zfi n
the PEL? . o

v

Run each picee of
cquipment or process
through the flowehart

separately.

Is the
cquipment uscd
wholly as
pollution
control
property 7
8

ltem qualilies lor a
Tier Il determination.
Prepare a documentation
showing that 100% ol the
property is eligible for a
pos. determination.

9

Docs the,
‘mstallation of the

equipment allow
Not the company' Lo
eligible meel or exceed an
4 adopled
A environmental ltem must be evaluated
rute. law or Tor a Tier 11 partial

determination. Prepare a
flow diagram, a delailed
process deseription, and an
economic analysis. Prepare
comparablc capital cost
information as required by
the Tier 1l calculation.

Yes 10

reg.”?

Is there a
environmental
benelit
al the sile?

R}

10. PARTIAL PERCENTAGE CALCULATION

This section is to be completed only for Tier 11l applications. Process changes or construction
of new process equipment that results in pollution control may result in a partial
determination. On one or more separate sheets of paper, explain how the partial percentage
was determined using the Cost Analysis Procedure that is described in the attached
Instructions for Completing Application Form. Include financial data that demonstrates how
this percentage was calculaled. Provide as detailed information as possible, since the
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11.

information provided will be used by the TCEQ to evaluale the use percentage rcquested in
the application. Attach sketches and/or flow diagrams showing the property and its function.
Examples of partial determinations are shown in Appendix C of the technical guidelines
document.

PROPERTY CATEGORIES AND COSTS

Identify the category and the estimated purchase cost of the property listed in Section 8. List
each control device orsystem for which a use determination isbeing sought. If the application
is for property that is listed on the predetermined equipment list, list the appropriate item
number(s) in the PEL column. Place an “N” in the second column to certify that the property
was not taxable on or before January 1, 1994. Failure to answer this question for each picce
of property will result in the issuance of a notice of deficiency letter and the possible rejection
of the application. List the which box, (7, 9, or 10), was the final destination of each piece of
property. List the estimated or actual purchase cost of the property. If the property is not
wholly used for the purpose of pollution control, list the estimated percentage of poliution
control calculated using the Partial Determination Cost Analysis Procedure:

Property Property Decision Flow PEL Estimated Partial

Chart Box - { Number Purchase Cost Percentage

Taxable onor
7,9,0r 10

before 1/01/94

Land

Property

Tolals

12. EMISSION REDUCTION INCEN:HVE GRANT

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

[]Yes | []No

13. APPLICATION DEFICIENCIES

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

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

NAME: DATE: _

TITLE:

COMPANY:

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

15. DELINQUENT FEE/PENALTY PROTOCOL

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

Guidelines Document for Preparation
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INSTRUCTIONS FOR COMPLETING APPLICATION FORM

The following instructions are intended to provide assistance in comp]chng the TCEQ Application
Jor Use Determination for Pollution Control Property.

GENERAL INFORMATION
If you have questions or require additional clarification or assistance please contact the Tax Relief
Program at (512) 239-6348 or (512)239-1917, or by email at: txrelief@tceq.state.tx.us

The TCEQ may request additional information by mailing a dcficiency letter. This additional
information must be provided within 30 days of reccipt of the written request or the ’1])])11021[10]’1 will
be returned to the applicant.

Appllmtlons not accompanied with the proper fee payment will be mailed a dcﬁc1ency letter. Review
of the application will not begin until the proper fee is received.

- OBTAINING COPIES OF THE APPLICATION FORM AND OTHER DOCUMENTS
A copy of the official application form is located in'Appendix B of the guidelines document. It is also
available on the TCEQ Web page. The plCdClCl mined equipment listis located in Appendix A of the
guidelines document. The mostcurrent version of the PEL may be obtained by contacting the TCEQ
Tax Relicf for Pollution Control Property Program at the phone number or address listed below or
by accessing the TCEQ Web page. The documents can be downloaded. from the link titled
Application Forms and Guidance Documents. The URL is:

http://ww‘w.tceq.s.tate.tx.us/assistance/PropZ/prop2.html#apps
Filing Information
Send the completed applications to:

U.S. Mail Physical Address

TCEQ - Cashiers Office MC-214 TCEQ — Cashiers Office MC-214
Tax Relief Program Building A

PO Box 13088 : 12100 Park 35 Circle

Austin Texas 78711-3088 : Austin, TX 78753

Other Information

All other written correspondence should be sent to: TCEQ - MC-110, Attention: Tax Relief for
Pollution Control Property Program, P.O. Box 13087, Austin, Texas, 78711-3087 or faxed to (512)
239-3165. The telephone numbers for direct contact are (512) 239-6348 aor (512) 239-1917.
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APPLICATION INSTRUCTIONS

1. General Information

This section isused to provide general information about your company. The TCEQ does not use this
information as part of the use determination review process. This information will be used by the
TCEQ to compile a statistical analysis of use determinations processed by the agency.

Select the type of ownership of the facility by placing an “X” in the appropriate space. If “Other” is
selected, use the space provided to explain.

Complete the “Size of Company” section by selecting the appropriate spaces for the number of
employees for the entire company, not just the facility covered by the application.

Complete the “Business Description” section by providing a brief description of the nature of the
business or activity that occurs at this facility.

2. Type of Application

Place an X on the proper line to identify the type of application being filed (Tier I, Tier 11, Tier LII).
Ifa project includes the installation of both PEL-listed and non-PEL-listed equipment, the PEL-listed
equipment may be listed on the Tier II or Tier 11l application along with the non-listed equipment. It
is not necessary to file two applications. ' '

The types of applications for pollution control property are:
Tier 1-This is for property that is on the PEL and for which the application seeks no
variance from that determination. Tier 1 requires a payment of $150. A Tier I -
application must only include items that are on the PEL or are necessary for the

installation or operation of property located on the PEL.

Tier 11-This is for property that is not on the PEL but is still considered to be 100% pollution
control. Tier Il requires a payment of $1,000.

Tier LI~This is for property that is partially uscd for pollution contro] and that is not on the .
PEL. Tier Il requires a payment of $2,500.

3. Name of Applicant

Provide the name, mailing address, and telephone number of the owner of the facility for which this
application is being filed.

4. Physical Location of Property Requesting a Tax Exemption
Provide the name of the facility, the type of facility, and the physical address of the facility. The

facility address should be the address used by the local appraisal district to identify this facility.
Provide the name of the county in which the facility is located.
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5. Name of Appraisal District with Taxing Authority over Property

Provide the name of the appraisal district(s) in which the property is located. This information is
required and will be used by the TCEQ to notify the appropriate appraisal district(s) that an
application for use determination has been filed. Provide the facility’s or the company’s Appraisal
District Account Number. If the property is located in more than one appr alsal district list all of the
appraisal districts and the associated account numbers. :

6. Contact Name

Provide the company name, contact name, mailing address, telephone number, e-mail address, and
fax number of the person whom the TCEQ is to contact in case of questions relating to this use
determinationapplication. All correspondence relating to this application will bedirected to this
person. : ‘

7. Relevant Rule, Regulation, or Statutory Provision

For each of the pollution control properties listed on this application, select the type of medium or
media (air, water, waste) for which this property or device is required. Use the second column to cite
the specific environmental rule, regulation, and/or law that is being met or exceeded by the
installation of this property. The citation should be specific and should include the section and/or
subsection of the rule, regulation, and/or law.

In order to receive a positive use determination, the application must list a rule, regulation, or
statutory provision that has been adopted by an environmental protection agency of the United States,
the state of Texas, or a political subdivision. Regulations adopted by health and safety agencies, such
as Occupational Safety and Health Administration requirements, do not meet this criterion.

If the applicant isuncertain of a specific rule to list in this section, there are many sources available
on the World Wide Web as references. Most, if not all, of the applicable environmental rules should
be Jocated in the Texas Environmental Code, Title 30 or in the Code of Federal Regulations, Title 40.
The following sites may be helpful:

Title 40 CFR Chapter Index. URL is www.cepa.sov/epahomesefi40.hitm
Code of Federal Regulations: URL is www.gpoaccess.gov/cfi/index.htm]
'"TCEQ Rules (Chapter 30):  URL is http://www .sos.state. tx.us/tac/index.shtml

8. Description ofProperty

Do not simply repeat the description from the predetermined equipment list. In stead describe the
property and how- it will be used at your facility. Equipment should be listed at the control device or
process change level. If you install a control device, such as a scrubber, you need only to list the
scrubber. You do not need to list each individual piece of the scrubber. If necessary, ple'tse attach
sketches and/or flow diagrams to assist agency staff with the review process.

Land: provide a ]ccral description and an accurate plot plan of the land in question. Only that land
which is actually used for pollution control purposes or which houses a pollution control device is
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cligible.

Used Equipment: [f the property identificd above has been purchased from another owner who
previously used the property as pollution control property. Provide information that shows that the
property was not taxable on or before January I, 1994, by any taxing unit in which the property is now
located.

Example of a Property Description:

Installed internal floating roofs in storage tanks T-01 and T-02. Each roof consists of an internal
steel pontoon with a mechanical shoe seal. The installation will reduce evaporation and VOC
emissions. ‘ .

9. Decision Flow Chart

Each piece of equipment or process change must be processed through the Decision Flow Chart. Each
item of property listed on the application must result in a yes answer to boxes 3 and 5. Use the table
in section 10 to document which box (7, 9 or O) was the final dcstmahon of cach piece of cqmpmcnt

The following instructions should be used with the flow chart. The numbered items below
do not correspond to the box numbers in the flow chart.

1. Pr cp’uc a list of all process equipment and pollution control eqmpmcnt that 1s
considered to be pollution control propelty

2. Each item on the list must be run t_hl‘ough_ the flow chart separately. Some items will
likely end at different points on the flow chart.

Determine whether the item is required to meet or exceed a state, local, or federal
environmental regulation, rule or law. If no specific rule citation can be made, then
this item does not qualify as pollution control property (Box 4). ‘

(U8

4, Determine if there is an environmental benefit at the site where the equipment item
is installed. A yes answer to this question is necded to continue evaluating the
equipment. If the answer is no, then the equipment does not qualify (Box 4).

5. If the equipment is listed on the Predetermined Equipment List (PEL), then it qualifies
as Tier 1 (Box 7). Determine the appropriate PEL number for each item.

6.  Specify all PEL cqm)mcnt for the project in a single list that is included with the
application.

7. If the equipment is not on the PEL, then determine whether the equipment 1s used
wholly for pollution control, i.e., the equipment is not production related and/or does

not increase production or improve product quality. ,

8. Ifit is wholly for pollution control, then the equipment may qualify as 100% pollution
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control property under Tier II(Box 9). The applicant must provide sufficient written
documentation and justification to prove that it qualifies.

9. Ifthe equipment has both environmental and production elements, then the equipment

- must be evaluated as a Tier 111 partial determination (Box 10). The applicant must

provide a detailed capital cost analysis following the procedures established in the

Partial Determinations section of this document. The results of these calculations will
determinc the partial use percentage.

10. Partial Percentage Calculation
The variables used in the equations in this section are defined as follows:
Capital Cost New - the estimated total capital cost of the equipment or process.

Capital Cost Old - the cost of comparable equipment or process without the pollution control Thc
standards used for calculating Capitol Cost Old are as follows:

. _If comparable equipment without the pollution control feature is on the market in the United
States, then an average market price of the most recent generation of technology must be used.

. If the conditions in variable 3.1 of §17.17(b) do not apply and the company is replacing an
existing unit, then the company shall convert the original cost of the unit to today’s dollars
by using a published industry specific standard. If the production capacity of the new
equipment or process is lower than the production capacity of the old equipment or process
CCO is divided by the PCF in order to reduce CCO to reflect the same capacity as CCN.

. If the conditions in variables 3.1 and 3.2 of §17.17(b) do not apply, and the company can
obtain an estimate of the cost to manufacture the alternative equipment without the pollution
control feature, then an average estimated cost to manufacture the unit must be used. The -
comparable unit must be the most recent generation of technology.

Production Capacity Factor - a calculated value used to adjust the value of a partial use determination
to reflect the capacity of the original property or process. It is calculated by dividing the capacity of
the existing equipment or process by the capacity of the new equipment or process. The Production
Capacity Factor is only used when there is an increase in production capacity.

Byproduct (BP) - for property that generates a marketable byproduct, the net present value of the
byproduct is used to reduce the partial determination. Theé value of the byproduct is calculated by
subtracting the transportation and storage of the byproduct from the market value of the byproduct.
This value is then used to calculate the net present value (NPV) of the byproduct over the lifetime of
the equipment.

Byproduct Value - the retail value of the recovered byproduct for a one year period. Typically, the
most recent thrée-year average price of the material as sold on the open market should be used in the
calculation. Ifthe price varies from state-to-state, the applicant shall calculate an average, and explain
how the figures were determined.
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Storuge and Transport - these costs are the costs to store and transport the byproduct. These costs
will reduce the market value of the byproduct. The applicant shall provide verification of how these
costs were determined and itemized.

N - This is the estimated useful life in years of the equipment that is being evaluated for a use
determination. .

Interest rate - This is the current Prime Lending Rate that is in effect at the time the application is
submitted. The Prime Lending Rate is defined by the Wall Street Journal as the base rate on
corporate loans posted by at least 75% of the nation’s 30 largest banks. The Prime Lending Rate 1s
posted daily in the Wall Street Journal and on most financial or investment web sites.

In order to receive a partial determination you must use the cost analysis procedure as detailed in 30
TAC 17.17. The cost analysis procedure requires the use of the following equation:

[ T N S I s s R T T Fr M-

T ‘s i - . ¢ e e - - .
[(Pr oduction Capacity Factor x Capital Cost New) — Capiial Cost Did — Eyproduct ] 100

Capitald Dost Mew

On a separate piece of paper provide a response for each of the following sections:

1. Production Capacity Factor — Provide a description of the process and explain if thereis an increase
in capacity related to the installation of this property. If thereis a capacity increase use the following
equation to calculate the Production Capacity Factor: -

Produrction Capacity of Old Property
Production Capacity of Iew Property

II. duction Capactty Factor =

2. Capital Cost New — Provide a description of how the estimated dollar value was calculated.

3. Capital Cost Old—Provide a description of how the estimated dollar value was calculated. Explain
which of the three options was used to determine the capital cost old.

4. Byproduct: Does the installation of this property result in the creation of a byproduct. If the
answer is yes, provide a description of the byproduct. Use the following equation to calculate the
value of the byproduct. Explain how each variable of the equation was determined. Show the
calculation. ‘

[(:Byprodu ctVe .luei) - (:Storage& Transp ort]} t

(1+ InterestRate)!

5. Calculation of partial percentage — show the equation and the calculated partial percentage.
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11. Property Categories and Costs

The first column of this table is for categorizing the type of property. There are two category types,
Land and Property. In the property section, list the property or equipment that was described in
section & of this application.

The second column is used to certify that the property listed in the first column was hot taxable on
or before January 1, 1994. Enter "No” in this column to show that the property was not purchased,
constructed, or metnl]cd on or before January 1, 1994. If the answer is "Yes”, then the property is not
chglbic for a tax cxcmptlon

The third column is used to record which box on the Decision Flow Chart was the final dcqtmatlon
of the property—7, 9, or 10.

The fourth column is used for property that is listed on the predetermined cqulpment list (PEL) Phcc
the appropriate PEL item numbers in this columin.

The fifth column i$ used to 10001d the estimated or actual purchase cost of the property listed in the
first column.

The sixth column is used to list the partial use determination percentage. For property that is not used
wholly for pollution control, enter the estimated pollution control percentage calculated above in
section 10 or the percentage listed on the PEL.

12. Emission Reduction Incentive Grant

Senate Bill 5, 77" Leglshtlvc Session, established the Texas Emission Reduction Program(TERP).

The TERP program is authorized to provide incentive grants fro certain emission reduction activities.

The amount of the grant is reduced by the amount of any additional financial incentives received for
the plopelty/ploject A tax excmptlon granted- undm this program is considered to be a ﬁmncm]
incentive.

Place an X in either the Yes or No box. More information about the TERP program may be obtained
by calling 512/239-4900 or by e-mailing: lerpiiceq.state.tx. us.

13. Application Deficiencies (provided for informational purposes only)

!

14. Formal Request for Signature

To be considered complete, the application must be signed and dated. The application should be
signed by either the applicant/owner or by their designated répresentative. By signing this application,
you certify that the information provided is true to the best of your knowledge and belief.

15. Delinquent Fee/Penalty Protocol

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

SAMPLE CALCULATIONS FOR DETERMINATION
OF TIER II1 PARTIAL PERCENTAGES
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CALCULATION OF PARTIAL USE DETERMINATION PERCENTAGE
Example 1

Type of facility: :
Sulfur recovery unit at a petroleum refinery

Analysis:
A new sulfur recovery unit was constructed consisting of the following:

200-ton/day Claus unit $10,000,000
Amine recovery unit ' $18,000,000
Tail gas incinerator $8.000,000

Sour water stripper $7,000,000

The tail gas incincrator and the sour water stripper serve no purpose and have no benefit other than
pollution control. Therefore, these units are 100 percent pollution control, and no further analysis is
needed. However, the amine unit and Claus unit are interdependent and have a benefit to the company
of generating a marketable product: sulfur. This means that each of these units must be evaluated to
determine the partial percentage creditable as pollution control property. The capital costs of the
amine unit and the Claus unit may be combined and evaluated as one system, because the amine unit
is a necessary component of the sulfur recovery unit.

Capital cost of amine and Claus units: $10,000,000 + $18,000,000 = $28,000,000

Product value from sulfur sales: based on average sale price of sulfur of $25 per ton
‘ (Average sulfur price) x (Design sulfur production rate) x (Days per year operated) =
($25/ton) x (200 tons/day) x (365 days/year) = $1,800,000

Storage and transportation costs pcr year: $500,000

By-product value of sulfur: based on 10 year life of equipment'(t=l 0)and 10% interest rate (Interest
rate = 0.10)

™

'Y‘ (:u?.mj f/"rj“.ii&é‘) - (;“?ug., &t E"mr“'r»s.?*) <« $1.800.000 - 500.000
= o . *. ) 1 = J - 10
— (1+ IterestRate) — (1+01)

BP = $8,000,000

17

l;’:]

Partial exemption percentage:

CF=1 CCN = $28,000,000 CCO=0

Partial Percentage = (1 x 28.000.000) - 0 - 8.000,000 = 0.71 = 71%
' 28,000,000

Thus, 71% of the capital cost of the Claus Unit and the Amine Unit would be cligible for a partial
determination. In addition, 100% of the capital cost of the Tail Gas Incinerator and the Sour Water
Stripper would be eligible.
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CALCULATJ ON OF PARTIAL USE DETERMINATION PERCENTAGE
' Example 2

Type of facility:
Ground Support Equipment Replacement

Analysis: .

In order to meet the requircments of the state implementation plan, an airline located in a
nonattainment arca is required to reduce NOx emissions related to their use of ground service
equipment (gse). The airline decides to replace their tugs which are powered by internal combustion
gasoline engines with electric tugs. Tugs are the vehicles used to move luggage carts and tow aircraft.
Due to duty cycle limitations the airline must purchase 3 electric tugs to replace cvery two existing
tugs. The airline has 20 tugs at this airport. The cost for an electric tug is $31,800. The cost the same
model gasoline tug i1s $18,500. '

Capacity factor = 1 (No increase in capacity)

Cap. Cost New = $31,800/tug x 30 tugs = $954,000
~ Cap. Cost Old = $18,500/tug x 20 tugs = $370,000
By-Product =0 ' -

[(PCF X CCN) - CCO - BP]
~ CCN| % 100

Partial Determination =

Partial determination = (1.0 x 954.000) - 370.000-0 = 0.61 =61%
954,000

A positive use determination of 61% for the electric tu gs.

) Guidelines:-Document [or Preparalion
Page C-4 : of Use Delermination Appiications



Appendix D

FREQUENTLY ASKED QUESTIONS
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Question:

Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

Question:

Answer:

- Question:

Answer:

FREQUENTLY ASKED QUESTIONS

What is the benefit to my company?

A positive use determination will allow your company to apply for a property tax
exemption for the property listed on the use determination application. This will
lower'the appraised value of the facility and thereby lower the amount of property
tax due.

~What costs qualify?

The rule defines facility, device, or method for the control of air, water, or land
pollution as land that is acquired after January 1, 1994, or any structure, building,
installation, excavation, machinery, equipment, or device; and any attachment or
addition to or reconstruction, replacement, or improvement of that property that is
used, constructed, acquired, or installed after that date. All costs associated with the
property are eligible. This includes costs such as engineering, design, and overhead.

Do I need to apply cach year?

Y ou need only apply with the TCEQ once. The positive use determination is good
for the life of the property. The appraisal district may require that you refile your
exemption request each year with their office, but they must notify you if this is the
case.

When do I apply if my project covers several years?

Each year you file an application with the local tax appraisal district for that portion
of the project which has become taxable. ' ’

What do I do if my facility is located in more than one county?

If the pollution control property is located in only one county, then list only that
appraisal district on the application. If the pollution control property is located in
more than one county, then list all of the appraisal districts on the application. You
do not need to file separate applications with TCEQ; but you must file with each
appraisal district for the portion of the property located within that district.

What if my facility is taxed by more than one taxing authority within the appraisal
district such as school districts?

Only onc application would be filed with the appraisal district. The appraisal
district will notify any other taxing authorities within the district.

What if I install the same property at more than one facility?

If all of the facilities are located in the same county, you would need to file only one
application. On this application, you would list the addresses of all of the facilities.

If the facilitics are located in different counties, you would file one application per
county.

Guidelines Document Tor Preparation

of Use Determination Applicalions

Page D-1



Question: What if my project includes both equipment that is listed on the predetermined

' equipment list (PEL) and nonlisted equipment?

Answer: [fthe project contains both PEL-listed equipment and nonlisted equipment, then the
application would be filed at the appropriate tier level (I or 11I) for the nonlisted
equipment. The PEL-listed items would be included on this application. It is
acceptable to submit separate applications for each tier level if desired, but the
appropriate fee would be required for each application.

Question: What do I do if I disagree with the final use determination?

Answer: There is a formal appeals process specified in Chapter 17, Section 17.25. It is also

’ explained in this guidelines document.

Question: Where do I send the application?

Answer: United States Mail: ' Physical Address:

TCEQ Cashiers Office MC-214 TCEQ Cashiers Office MC-214
Tax Relief Program 12100 Park 35 Circle

PO Box 13088 ~ Building A

Austin TX 78711-3088 " Austin, TX 78753

~ Question: How many checks do I need to send if I am sending multiple applications?

Answer: It is up to you. You may send one check for the total fee amount or aseparate check
for each application.

Question: What happens if | fail to file for a use determination during the year that the

‘ property was installed? ’

- Answer: The property will be placed on the tax rolls and you will pay property taxes on it.
You may file for a Use Determination in a subsequent year and have the property
removed form the tax rolls. You will not receive a refund for the taxes which have
been paid.

Question: Will an inspector come and look at my facility?

Answer: ~ No, the filing of a use determination application will not trigger an inspection of
your facility. 1

Question: My project is not complete. What dollar value do ] use?

Answer: List the estimated capital cost of the project. The TCEQ does not use the capital
costinreaching a determination. You will need an actual dollar value when you file
your exemption request with the appraisal district.

Question: I filed last year and have since incurred additional costs or added additional
equipment. Do I need to refile?

Answer: Yes. A new application listing the additional equipment would need to be filed.

Question: Does a positive use determination guarantee a tax exemption?
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Answer: - No. This is a two-step process. The positive use determination obtained from the
TCEQ s the first step. The sccond step requires that the applicant file a property tax
exemption request with the appropriate appraisal district. By law, this request must
be filed by May 1. '

Question: Where do [ find the relevant rule, regulation, or law?
Answer: If the facility is permitted, list the statc or federal rule that requires the permit. For

example, the requirements for a state air permit are contained in 30 TAC 116.111.
State requirements for a permitexemption are contained in 30 TAC 116.211. If you
still cannot find an appropriate rule, please contact the Tax Relief Program at (512)
239-6348 or (512) 239-1917 for help.

Question: How detailed should the property description be?

Answer:  ForaTier lapplication, the description should be brief. Simply list the property and
explain its environmental benefit. For Tier I and Tier I applications, the

-description must be more detailed. The description should include an explanation

of how the property or equipment is used at the facility. It must list the anticipated

environmental benefits which will occur from the use of the property or equipment.

A sketch of the property or equipment or a flow diagram of the process is also

helpful.
Question: = How do I determine the partial percentage for a Tier 1l application?
Answer: You must use the cost analysis procedure to calculate the partial percentage.

Appendix C contains examples to guide you through the procedure.
Question What if my application is filed after the January 31 filing deadline?

Answer: Applications are processed in the order in which they are received, with
applications postmarked by the January 31 filing deadline being given priority.
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Appendix E

Chapter 17: Tax Relief for Property Used for Environmental Protection
Texas Constitution: Article VII1, Section 1.1 '
Texas Tax Code: Sections 11.31 and 26.045.
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CHAPTER 17: TAX RELIEF FOR PROPERTY
USED FOR ENVIRONMENTAL PROTECTION

§17.2. Definitions.

Unless specifically defined in the TCAA, the TSWDA, the Texas Water Code (TWC), or the
Texas Health and Safety Code (THSC), or in the rules of the commission, the terms used by the
commission have the meanings commonly ascribed to them in the fields of pollution control or
property taxation. In addition to the terms which are defined by the TCAA, the TSWDA, TWC, and
THSC, the following words and terms, when used in this chapter, shall have the foll owing meanings,
unlcqs the context clearly indicates otherwise.

(1) Byproduct - A chemical or malcual that would normally be considered a waste
material requiring disposal or destruction, but due to pollution control property is now used as-araw
material in a manufacturing process or as an end product. The pollution control property extracts,
IECOVEIS, OF ProCesses the waste material so that it can be used in another nmnuf'lctmmo process or

an end product.
(2) Capital cost new - The estimated total capital cost of the equipment or process.

‘ (3) Capital cost old - This is the cost of comparable equipment or process without
the pollution control feature.

(4) Cost 'malvsls procedure - A procedure which uses cost accounting principles to
calculate the percentage of a project or process that qualifies for a positive use deteunmatmn as
pollution control property.

. (5) Decision flow chart - A flow chart which is used to determine 1if a property or
process is eligible for a determination as pollution control property.

(6) Installation - The act of cstabhshmg, ina deswnatcd place, property that is put
into placc for use or service.

(7) Partial Determination - A determination that an item of property ora Process 1s
not used wholly as pollution control. This is property that is not on the predetermined equipment list

(PEL) and that is not used wholly for pollution control.

(8) Pollution control property - A f'lcility, device, or method for control of air,
water, or land pollution as defined by Texas Tax Code, §11.31(b).

(9) Predetermined equipmentlist- A list of property that the executive director has
determined is either wholly or partially for pollution control purposes.

(10) Production capacity factor - A calculated value used to adjust the value of a
partial use determination to reflect capacity considerations.

(11) Tier I - An application which contains property that is on the PEL or that is
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necessary for the installation or operation of property located on the PEL.

(12) Tier 11 - An application for property that is used wholly for the control of air,
water, and/or land pollution, but not on the PEL.

(13) Tier ILI- An application for property used partially for the control of air, water,
and/or land pollution.

- (14) Use determination - A finding, either positive or negative, by the executive
director that the property is used wholly or partially for pollution control purposes and listing the
percentage of the property that is determined to be used for pollution control.

(15) Use determination letter - the letter sent to the applicant and the chiefappraiscr
which includes the executive director’s use determination. In 'tddmon to the use determination, the
letter will also include at least the fol 1owmg information:

(A) the name of the applic"mt‘“
(B) thename and location of the f'1c111ty
(C) the property description; :
, (D) inthe case ofa Tier LI appllcquon a copy ofthc Cost Analysis Ploccclm e
worksheet; and
(E) any other information the executive director deems relevant to the use
determination. | S

§17.4. Applicability.

(a) To obtain a positive use determination, the pollution control property must be used,
constructed, acquired, or installed wholly or partly to meet or exceed laws, rules, or regulations
adopted by any environmental protection agency of the United States, Texas, or a political subdivision
of Texas, for the prevention, monitoring, control, or reduction of air, water, or land pollution. In
addition, pollution control property must meet the following conditions.

(1) Property must have been constructed, acquired, or installed after J anuary 1,1994.

(2) Land must mclude only the portion of the land acquired after Ianualy 1, 1994, that
actually contains polluuon control plopcxly

(3) Equipment, structures, buildings, or devices must not have been taxable by any
taxing unit in Texas on or before January 1, 1994, except that if construction of pollution control
property was in progress on January 1, 1994, that portion of the property constr uctcd acquired, or
installed after January 1, 1994, is chglb]c for a positive use determination.

(4) Property purchased from another owner is eligible for a positive use determination
if it is acquired, constructed, ot installed by the new owner after January 1, 1994, will be used as
pollution control property, and was not taxable by any taxmcr unit in which the property is located on
or before that date.

(b) The executive director shall determine the portion of the pollution control property
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eligible for a positive use determination.

(¢) The executive director shall maintain a predeterminced equipment list of property that is
predetermined to qualify, either wholly or partially, as pollution control property.

(d) The executive director may not make a determination that property is pollution control
property unless all requirements of this section and the requirements of §17.1 5 and §17.17 of this title
(relating to Review Standards and Partial Determination) have been met.

§17.10. Application for Use Determination.

(a) In order to be granted a use determination a pcxson or political subdivision shall submit
to the executive director: -

(1) a Texas Natural Resource Conservation Commission application form or a similar
reproduction; and

(2) the appropriate fee, under §17.20 of this title (relating to Application Fees).

(b) An application must be submitted for cach unit of pollution control property or for each
facility consisting of a group of integrated units which have been, or will be, installed for a common

purpose.

(c) If the applicant, other than a political subdivision, desires to apply for a use determination
for a specific tax year, the application must be postmarked no later than January 31 of the following
year. Applications postmarked after this date will not be processed until after review of all
applications postmarked by the due date is completed and without regard for any appraisal district
deadlines.

(d) The application shall contain at least the following:

(1) the anticipated environmental benefits from the installation of the pollution control
property for the control of air, water, or land pollution,

(2) the estimated cost of the pollution control property;

(3) the purpose of the installation of such facility, device, or method, and the
proportion of the installation that is pollution control property;

(4) the specific law, rules, or regulations that are being met or exceeded by the use,
installation, construction, or acquisition of the pollution control property;

(5) ifthe installation includes property that is not used wholly for the control of air,
water, or land pollution, and is not on the predetermined equipment list, a worksheet showing the
calculation of the Cost Analysis Procedure, §17.17 of this title (relating to Partial Delermination), and
explaining cach of the variables;

(6) any information that the executive director deems reasonably necessary (o
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determinc the eligibility of the application;

(7) if the property for which a use determination is sought has been purchased from
another owner who previously used the property as pollution control property, a copy of the bill of
sale or other information submitted by the person or political subdivision that demonstrates, to the
satisfaction of the executive director, that the transaction involves a bona fide change in ownership
of the property and is not a sham transaction for the purpose of avoiding tax liability;

(8) the name of the appraisal district for the county in which the property is located;
and

" (9) the Decision Flow Chart, §17.15 of this title (relating to Review Standards),
showing how each piece of pollution control property flows through the diagram.

§17.12. Application Review Schedule.

Following submission of the information required by §17.10 of this title (relating to
Application for Use Determination), the executive director shall determine whether the pollution
control property is used wholly or partly for-the control of air, water, or land pollution. If the
determination is that the property is used partly for pollution control, the executive director shall
determine the proportion of the property used for pollution control.

| (1) Assoon as practicable, the executive director shall send notice by regular mail to
the chief appraiser of the appraisal district for the county in which the property is located that the
person has applied for a use determination under this chapter.

(2) Within 30 days of receipt of an application for use determination, the executive
director shall mail written notification informing the applicant that the application is administratively
complete or that it is deficient.

(A) Ifthe application is deficient, the notification shall specify the deficiencies,
and allow the applicant 30 days to provide the requested information. 1f the applicant does not submit
an adequate response, the application will be sent back to the applicant without further action by the
executive director and the application fee will be forfeited under §17:20(b) of thls title (relating to
Application Fees).

(B) Additional technical information may be requested within 60 days of
issuance of an administrative completeness letter. If the applicant does not provide the requested
technical information within 30 days, the application will be sent back to the applicant without further
action by the executive director and the application fee will be forfeited under §17.20(b) of this title.

(C) If an application is sent back to the applicant under subparagraphs (A) or
(B) of this paragraph, the applicant may refile the application and pay the appropriate fee as required
by §17.20 of this title.

(3) The executive director shall determine whether the property is used wholly or
p'lrtly to control pollution. The executive director is authorized to grant positive use determinations
for some or all of the property included in the application that is deemed pollution control property.
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(A) If apositive use determination is made, the executive director shall issue
a use determination letter to the applicant which describes the proportion of the property that is
poliution control property.

(B) Ifanegative use determination is made, the executive director shall issue
a denia] letter explaining the reason for the denial.

(C) A letter enclosing a copy of the use determination shall be sent by regular
mail to the chief appraiser of the appraisal district for the county in which the property is located.

§17.15. Review Standards.
The Prop 2 Decision Flow Chart shall be used for each item of pollution control property or

process to determine whether the particular equipment item will qualify as pollution control property.
The executive director shall apply the standards in the Prop 2 Decision Flow Chart when acting on
a use determination application. '
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Figure: 30 TAC §17.15 (sce above)

Where: : .
' Prepare a list of all property that is considered to be pollution control property.
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* Process each item on the list through the flow chart separately.

* Determine the specific state, local, or federal environmental regulation, rule or law

that is being met or exceeded by the use of this property. If an adopted state, local, or

federal environmental regulation, rule or law can not be identified the propetty is not
_ cligible for a positive use determination.

4 Determine the environmental benefit that this property provides at the site where it
is installed. If an environmental benefit at thc site can not be 1dcnt1ﬁcd the property is not eligible
fo1 a posmve use detcunmatlon o

> If the equipment is listed on the Predetermined Equipment List (PEL), determine the
reference number for that item. Include qll PEL equipment for the project in a single list that is
included with the application.

S If the equipment is not on the PEL, determine whether the equipment is used wholly
for pollution control. If the equipment is used wholly for pollution control, the equipment shall
qualify as 100% pollution control property.

7 If the equipment is not used wholly for pollution cont101 the equipment must be
evaluated as a partial determination.

§] 7.17. Partial DeterminationS.

(a) A partial determination must be requested for all property that is not on the predetermined
equipment list and that is not wholly used for pollution control. Iii order to calculate a partial
determination percentage, the cost analysis procedure descr 1bed n subsectlon ®) of this section must
be used.

(b) The following calculation (cost analysis procedure) must be used to determine the
creditable partial percentage for a property or project which is not used wholly for pollution control:

Figure: 30 TAC §17.17(b)

.[(PmducLicul Capacity Faclor x Capital Cust ]‘]B'\-'\-':I— Capilal Cost.Old - Byprndun:t] Lo
- . x
Capital Cust New i

Where:

’ ' The Production Capacity Factor (PCF) is calculated by dividing the capacity of the
existing equipment or process by the capacity of the new equipment or process. When there is an
. increase in production capacity PCF is used to adjust the capacity of the new equipment or process
to the capacity of the existing equipment or process. When there is a decrease in production capacity
PCF is used to adjust the capacity of the existing equipment or process to the production capacity of
the new equipment or process. In this case, the method of calculation shownin §17.17(b) is modified
so that PCF is applied to Capital Cost Old rather than Capital Cost New.

* Capital Cost New is the estimated total capital cost of the new equipment or process.

Capital Cost Old is the cost of comparable equipment or process without the
pollution control. The standards used for calculating Capitol Cost Old are as follows:
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31 If comparable equipment without the pollution control feature is on the
market in the Uniled States, then an average market price of the most recent generation of technology
must be used. ‘

32 fthe conditions in variable 3.1 of §17.17(b) do not apply and the company
is replacing an existing unit, then the company shall convert thc original cost of the unit to today’s
dollars by usmg a published industry specific standard. If the production capacity of the new
cquipment or process is lower than the production cap"tcny of the old cqmpmcnt or process CCO is
dw1dcd by the. PCF in order to reduce CCO to reflect the same cap acity as CCN.

33 If the conditions in variables 3.1 and 3.2 of §17.17(b) do not apply, and the
company can obtain an estimate of the cost to manufacture the alternative equipment without the
pollution control feature, then an average estimated cost to manufacture the unit niust be used. The
comparable unit must be the most recent generation of technology.

(¢) For property that generates a marketable byproduct (BP), the net present value of the BP
is used to reduce the partial determination. The value of the BP is calculated by subtracting the
transportation and storage of the BP from the market value of the BP. This value is then used to

calculate the net present value (NPV) of the BP over the life CllmC of the equipment. The equation for
* calculating BP is as follows:

Figure: 30 TAC §17.17(c)
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' Byproduct Value - Thc ICtall value of the recovered byproduct for
a one year penod Typically, the most recent three-year average price of the material as sold on the
open market should be used in the calculation. If the price varies from state-to-state, the applicant
shall calculate an average, and explain how the figures were determined.

" Storage and Transport - These costs are the costs to store and
transport the byproduct. These costs will reduce the market value of the byproduct. The applicant
shall provide verification of how these costs were deter mined and itemized.

i - This js the estimated useful life in years of the equipment that
is being cvaluated for a use determination.

: ™ Interest rate - Thisis the current Prime Lending Rate that is in effect
at the time the application is submitted. The Prime Lending Rate is defined by the Wall Street Journal
as the base rate on corporate loans posted by at least 75% of the nation’s 30 largest banks. The Prime
Lending Rate is posted dailyin the Wall Street Journal and on most financial or investment web sites.

(d) If the cost analysis procedure produces a negative number or a zero, the property is not
eligible for a positive use determination.
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§17.20. Application Fees.

(a) Fees shall be remitted with each application for a use determination as required-in
paragraphs (1).- (3) of this subsection.

(1) Tier1 Application - A $150 fee shall be charged for applications for property that
is on the predetermined equipment list, as' long as the '1}31311C21t101] seeks no V'unncc from that use
determination.

(2) Tier 1l Application - A §1,000 fee shall be charged for applications for property
that is used wholly for the control of air, water, and/or land pollution, but not on the
pr cdctc1 mined equipment list.

(3) Tier 1lI Application - A $2,500 fee shall be charged for 1pphcatlons for property
used partially for the control of air, water, and/or land pollution.

(b) Fees shall be forfeited for applications for use determination which are sent back under
§17.12(2) of this title (relating to Application RevieW Schedule). An applicant who submits an
insufficient fee will receive a deficiency notice in accordance with the procedures in §17.12(2) of this
title. The fee must be remitted with the response to the deficiency notice before the application will
be deemed complete.

(c) All fees shall be remitted in the form of a check or money order made payable to the Texas
Natural Resource Conservation Commission (TNRCC) and dClIVClCd with the application to the
TNRCC, at the address listed on the application form.

§17.25. Appeals Process.
(a) Applicability.

(1) This subchapter applies to appeals of use determinations issued by the executive
director for use determination applications that are declared administratively complete on or after
September 1,2001. A proceeding based upon an appeal filed undel this subchapter is nota contcgtcd
case for purposes of Texas Government Code, Chapter 2001.

(2) Persons who may appeal a determination by the executive director. The following
persons may appeal a use determination issued by the executive director:

(A) the applicant seeking a use determmation; and

(B) the chief appraiser of the appraisal district for the. county in which the
property for which a use dctcumnatlon 18 sought is located.

(b) Form and timin‘g of appeal. An appeal must be in writing and be filed by United States
mail, facsimile, or hand delivery with the chief clerk of the commission within 20 days after the
receipt of the executive director’s determination letter. A person is presumed to have been notified
on the third regular business day after the date the notice of the executive directors action is mailed
by first class mail. If an appeal meeting the requirements of this subsection is not filed within the time
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period specified, the executive director’s use detcrmination is final. An appeal filed under this
subchapter must:

(1) provide the name, address, and daytime telephonc number of the person who files
the appeal; ' ‘

(2) give thename and address of the entity to which the use determination was issued,

(3) provide the use determination application number for the application for which
the use determination was issued; :

(4) request commission consideration of the use determination; and
(5) explain the basis for the appeal.

(c) Appeal proéessing. The chief clerk shall:
(1) deliver or mail to the executive director a copy of the appeal;

(2) deliver or mail a copy of the appeal to the applicant if the appeal was filed by the
chief appraiser or to the chief appraiser if the appeal was filed by the applicant; and

(3) schedule the appeal for consideration at the next regularly scheduled commission
‘meeting for which adequate notice can be given. T

(d) Action by the commission.

(1) The person seeking the determination and the chief appraiser may testify at the
commission meeting at which the appeal is considered.

(2) The commission may remand the matter to the executive director for a new
determination or deny the appeal and affirm the executive director's use determination.

(3) If the commission denies the appeal and affirms the executive director’s use
determination, the commission’s decision shall be final and appealable.

(e) Action by the executive director.

(1) If the commission remands a use determination to the executive director, the
executive director shall:

(A) conduct a new technical review of the application which includes an
cvaluation of any information presented during the commission meeting; and

(B) upon completion of the technical review, issuc a ncw determination. A
copy of the new delermination shall be mailed to both the applicant and the chief appraiser of the
county in which the property is located. ‘
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(2) A new determination by the executive director maybe appealed to the Commlwon
in the manner provided by this sub-chapter.

(f) Withdrawn appeals. An appeal may be withdrawn by the entity who requested the appeal.
The withdrawal must be in writing, and give the name, address, and daytime telephone number of the
person who files the withdrawal, and the withdrawal shall indicate the identification number of the
use determination. The withdrawal must be filed by Uni tcd States mail, facsimile, or hand delivery
with the chief clerk of the commission.

Téxas Tax Code § 11.31. POLLUTION CONTROL PROPERTY.

(a) A person is entitled to an exemption from taxation of all or part of real and personal property
that the person owns and that is used wholly or partly as a facility, device, or method for the control
of air, water, or land pollution. A person is not entitled to an exemption from taxation under this
section solely on the basis that the person manufactures or produces a product or provides a service
that prevents, monitors, controls, or reduces air, water, or land pollution. Property used for residential
purposes, or for recreational, park, or scenic uses as defined by Section 23.81, is ineligible for an
exemption under this section.

(b) In this section, "facility, device, or method for the control of air, water, or land pollution”
‘means land that is vauired after January 1, 1994, or any structure, building, installation, excavation,
‘machinery, equipment, or device, and any attachment or addition to or reconstruction, replacement,
or improvement of that property, that is 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. This section does not apply to a motor vehicle.

(c) In applying for an exemption under this section, a person seeking the exemption shall present
in a permit application or permit exemption request to the executive director of the Texas N'ttu] al
Resource Conservation Commission information detailing:

(1) the anticipated environmental benefits from the installation of the facility, device, or
method for the control of air, water, or land pollution;

(2) the estimated cost of the pollution control facility, device, or method and

(3) the purpose of the installation of such facility, device, or method, and the proportion of
the installation that is pollution control property. If the installation includes property that is not used
wholly for the control of air, water, or land pollution, the person secking the exemption shall also
present such financial or other data as the executive director requires by rule for the determination
ofithe proportion of the installation that is pollution control property.

(d) Following submission of the information required by Subscction (c), the executive director
of the Texas Natural Resource Conservation Commission shall determine if the facility, device, or
method is used wholly or partly as a facility, device, or method for the control of air, water, or land
pollution. As soon as practicable, the executive director shall send notice by regular mail to the chief
appraiser of the appraisal district for the county in which the property is located that the person has
applied for a determination under this subsection. The executive director shall issue a letter to the
person stating the executive director's determination of whether the facility, device, or method is used
wholly or partly to control pollution and, if applicable, the proportion of the property that is pollution
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control property. The executive director shall send a copy of the letter by regular mail to the chief
appraiser of the appraisal district for the county in which the property 1s located.

()  Not later than the 20th day after the date of receipt of the Ictter issued by the executive
director, the person seeking the exemption or the chief appraiser may appeal the executive director's
determination to the Texas Natural Resource Conservation Commussion. The commission shall
consider the appeal at the next regularly scheduled meeting of the commission for which adequate
notice may be given. The person seeking the determination and the chief appraiser may testify at the
mecting. The commission may remand the matter to the executive director for a new determination
or deny the appeal and affirm the executive director's determination. On issuance of a new
determination, the exccutive director shall issue a letter to the person sceking the determination and
provide a copy to the chief appraiser.as provided by Subsection (d). A new determination of the
executive director may be appealed to the commission in the manner provided by this subsection. A
proceeding under this subsection is not a contested case for purposes of Chapter 2001, Government

Code.

() The commission may charge a person seeking a deternunation that property is pollution
control property an additional fee not to exceed its administrative costs for processing the
information, making the determination, and issuing the letter required by this section. :

()  Thecommission shall adopt rules to implement this section. Rules adopted under this section
must: . o .

(1) establish specific standards for considering applications for determinations;

(2) be sufficiently specific to ensure that determinations are equal and uniform; and

(3) allow for determinations that distinguish the proportion of property that is used to control,
monitor, prevent, or reduce pollution from the proportion of property that is used to produce goods
or services.

(h)  The executive director may not make a determination that property is pollution control
property unless the property meets the standards established under rules adopted under-this section.

0 A person seeking an exemption under this section shall provide to the chief appraiser a copy
ofthe letter issued by the executive director of the Texas Natural Resource Conservation Commission
under Subsection (d) determining that the facility, device, or method is used wholly or partly as
pollution control property. The chief appraiser shall accept a final determination by the executive
director as conclusive evidence that the facility, device, or method is used wholly or partly as
pollution control property.

0 This section does not apply to a facility, device, or method for the control of air, water, or land
pollution that was subject Lo a tax abatement agreement execuled before January 1, 1994.

Texas Tax Code Sec.26.045. Rollback Relief for Pollution Control Requirements.

() The rollback tax rate for a political subdivision of this state is increased by the rate that, if applied
to the total current value, would impose an amount of taxes equal to the amount the political
subdivision will spend out of its maintenance and operation funds under Section 26.012(16), Tax
Code, to pay for a facility, device, or method for the control of air, water, or land pollutidn that is
necessary to mect the requirements of a permit issued by the Texas Natural Resource Conservation
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Commission.

(b) In this section, "facility, device, or method for control of air, water, or land pollution" mears any
land, structure, building, installation, excavation, machinery, equipment, or device, and any
attachmentor addition to or reconstruction, replacement, or improvement of that property, the is 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 or this state for the prevention, monitoring,
control, or reduction of air, water, or land pollution.

(1)  the anticipated environmental benefits from the installation of the facility, device, or
method for the control of air, water, or land pollution;

(2) the estimated cost of the pollution control facility, device, or method; and

(3)  the purpose of the installation of the facility, device, or method, and the proportion of
the installation that is pollution control property.

(d) Following submission of the information required by Subsection (c), the executive director of the
Texas Natural Resource Conservation Commission shall determine if the facility, device, or method
is used wholly or partly as a facility, device, or method for the control of air, water, or land pollution.
If the executive director determines that the facility, device, or method is used wholly or partly to
control pollution, the director shall issue a letter to the political subdivision stating that determination
and the portion of the cost of the installation that is pollution control property.

(e) The Texas Natural Resource Conservation Comimission may charge a political subdivision
secking a determination that property is pollution control property an additional fee niot to exceed its
administrative costs for processing the information, making the determination, and issuing the letter
required by this section. The commission may adopt rules to implement this section.

(). A political subdivision of the state seeking an adjustment in its rollback tax rate under this section
shall provide to its tax assessor a copy of the letter issued by the executive director of the Texas
Natural Resource Conservation Commission under Subsection (d). The tax assessor shall accept the
copy of the letter from the executive director as conclusive evidence that the facility, device, or
method is used wholly or partly as pollution control property and shall adjust the rollback tax rate for
the political subdivision as provided for by Subsection (a).

THE TEXAS CONSTITUTION
Article 8 - TAXATION AND REVENUE
Section 1-1 - PROPERTY USED FOR CONTROL OF AIR, WATER,
OR LAND POLLUTION; EXEMPTION FROM AD VALOREM TAXATION

(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 meét 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. ' : :

(b) This section applies to real and personal property used as a facility, device, or method for the
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control of air, water, or land pollution that would otherwise be taxable for the first time on or after

January 1, 1994.

(c) This section does not authorize the exemption from ad valorem taxation of real or personal
property that was subject to a tax abatement agreement executed before January 1, 1994. (Added Nov.

2,1993.)
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, RICHARD A. VARELA

DIRECTOR, OIL AND GAS DIVISION

' STEVEN J. SENI

ASSISTANT DIRECTOR FOR ENVIRONMENTAL SERVICES

- RartroaD COMMISSION OF TEXAS

*  ELIZABETH A. JONES, CHAIRMAN
MICHAEL L. WILLIAMS, COMMISSIONER
VICTOR G. CARRILLO, COMMISSIONER

OIL AND GAS DIVISION
PERMIT TO MAINTAIN AND USE A PIT

Pit Permit No. P011287

ENTERPRISE PRODUCTS OPERATING LP
ATTN LEGAL DEPT

P O BOX 4324

HOUSTON TX 77210 4324

Based on information contained in your application (Form H-11) dated December 19, 2005 and
subsequent information received to date, you are hereby authorized to maintain and use the pit
designated herein:

Type of Pit:  Brine Pit

North Storage Facility, Pond #3

Enterprise East (11102) Lease

1775 feet FSL and 1535 feet FWL of Dan Jergins Survey, A-599
- Chambers County, RRC District 03

nd subject to

Authority is granted to maintain and use the pit in accordance with:
the following conditions:

1. The Houston District Office must be notified upon completion of construction. The
permittee may not begin using the pit until the District Office has inspected the pit and
verified that the pit is constructed in accordance with the application and permit.

2. Use of the pit is limited to storage of brine used to displace hydrocarbons from the
Enterprise East underground storage facility. No other oil field fluids or oil and gas wastes
may be stored or disposed of in the pit.

3. The capacity of the pit may not exceed 3,911,600 barrels.

4. At least 2 feet of freeboard must be maintaincd between the fluid Ievel in the pit and the top
of the pit dikes.

5. The pit must be lined with a high densify polyethyleﬁe primary liner with a thickness of at
least 60 mils and a high density polyethylene secondary liner with a thickness of at least 40
mils.

6. The liner must be installed in accordance with the liner manufacturer's specifications and
sound engineering practices.

1701 NORTH CONGRESS AVENUE * POST OFFICE BOX 12967 * AUSTIN, TEXAS 78711-2967 * PHONE: 512/463-6818 * FAX: 512/463-6780
TDD 800/735-2989 OR TDY 512/463-7284* AN EQUAL OPPORTUNITY EMPLOYER* http://www.rrc.state.tx.us
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- The pit must be equipped with a leak detection system including a 200 mil high 'density

polyethylene drainage net between the liners and a collection system to collect and return
any.leakage from the primary liner to the pit. The leak detection system must be monitored
at least monthly. .

If the leak detection system indicates liner failure, the District Office must be notified of that
fact within 24 hours of detectlon of lmer failure. Liner system failure is defined as any of
the following:

o A leak rate from the priinary liner greater than 23,000 gallons per day.
e  Any failure in the leak detection and return system or any component thereof.
= Any detected damage to or leakage from the secondary liner. -

If a liner system failure is detected, the affected component must be inspected for
deterioration and leaks within 10 days of detection of liner failure. After inspection, the
affected component must be replaced or répaired before use of the pit is resumed.

The permittee must maintain a record of when the leak detection system and the liner is
inspected and the results of each inspection. This record must be maintained by the
permittee for the life of the liner, and, upon request of the Commission, the record shall be
filed with the Commission. :

Unless otherwise required by conditions of this permit, consu"uction, use, and maintenance
of the pit shall be in accordance with the information represented on the application (Form
H-11) and attachments thereto.

A sign shall be posted at the pit Whmh shall show the pit permlt number in numerals at least
one inch in height.

The pit must be dewatered, émptied, backfilled, and compabted within. 120 days of final
cessation of use of the pit. Final closure of the pit must be accomplished in such a manner

that rainfall will not collect at the pit location after pit closure. Upon final closure, the

District Office shall be notified in writing.

This permit will automatically transfer to a new operator when the P-4 is filed and approved
by the Commission. -

This pemnt does not authorize the discharge of any oil and gas wastes from the pit.

. This authorlzatlon is granted subject to review and cancellatlon should mvestlgatlon show that such
authorization is being abused.

APPROVED AND ISSUED ON: March 21, 2006.

- Jill Hybner, Manager -
Surface Waste Management Section
Environmental Services

~
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Buddy Garcia, Chairman .

Larry R. Soward, Commissioner

Bryan W. Shaw, PI"I.D., Commissioner -
Mark R. Vickery, P.G., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

December 16, 2008

TO: Persons on the attached mailing list.
RE: Mont Belvieu Caverns, LLC . :

TCEQ Docket No. 2008-0940-MIS-U; Use Determination Application No. 07-11881
Enclosed is a copy of an order issued by the Cémmission regarding the above-referenced matter.

Should you have any questions, please contact Melissa Schmidt of the Texas Commission on
Environmental Quality's Office of the Chief Clerk (MC 105) at (512) 239-3317.

Sincerely, ' v
c—.
& l,( A W

a nnai Castafiuela
Chidf Clerk

LDC/ms

Enclosure

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

for

Mont Belvieu Caverns, LLC
TCEQ Dockef; No. 2008-0940-MIS-U |

Edward Kliewer, III »
Fulbright & Jaworski L.L.P.
300 Convent, Suite 2200
San Antonio, Texas 78205

Edward C. Lewis

Fulbright & Jaworski L.L.P.
1301 McKinney, Suite 5100
Houston, Texas 77010

Chris G. Cisneros ‘
- Mont Belvieu Caverns LLC
Ad Valorem Tax

P.O.Box 4018 ,
Houston, Texas 77210

Michael L. Fregia, Chief Appraiser
Chambers County Appraisal District
P.O. Box 1520 ,

Anahuac, Texas 77514

FOR THE EXECUTIVE DIRECTOR:

D. A Chris Ekoh, Staff Attorney

Texas Commission on Environmental Quality
Environmental Law Division MC-173

P.O. Box 13087

Austin, Texas 78711-3087

Ron Hatlett, Technical Staff

Texas Commission on Environmental Quality
Chief Engineer’s Division MC-112

P.O. Box 13087 :

Austin, Texas 78711-3087

FOR OFFICE OF PUBLIC ASSISTANCE:

| Bridget Bohac, Director

Texas Commission on Environmental Quality
Office of Public Assistance MC-108

P.O. Box 13087

Austin, Texas 78711-3087

FOR PUBLIC INTEREST COUNSEL:

Garrett Arthur, Attorney

- Texas Commission on Environmental Qliality

Public Interest Counsel MC-103
P.O. Box 13087 .
Austin, Texas 78711-3087

FOR ALTERNATIVE DISPUTE
RESOLUTION:

Kyle Lucas, Attorney

Texas Commission on Environmental Quality
Public Interest Counsel MC-222 "
P.O. Box 13087 ;

Austin, Texas 78711-3087

FOR THE CHIEF CLERK:

LaDonna Castafiuela“
Texas Commission on Environmental Quality
Office of Chief Clerk MC-105 '
P.O. Box 13087

Austin, Texas 78711-3087



TEXAS COMMISSION ON ENVIRONMENTAL QUALITY |

AN ORDER concerning the Appeal filed by Mont Belvieu Caverns, LLC
with regard to the Executive Director’s Negative Use
Determination for application No. 07-11881; TCEQ Docket
No. 2008-0940-MIS-U.

* On December, 10, 2008, the Texas Commission on Environmental Quality (Commission)
considered the appeal filed by Mont Belvieu Caverns, LLC (Appellant) with regard to the
| Executive Director’s Negative Use Determination for the application assigned No. 07-11881.
The Commission also considered the Executive Director’s Response to the Appeal, the Office of
Public Interest Counsél’s Response to the Appeal, the Appellant’s Reply to the Responses, and
oral arguments made by the parties. The appeal was evaluated under applicable statutes and
Comumission rules, including Texas Tax Code § 11.31 and 30 Texas Administrative Code

Chapter 17. .

After considering the written filings and arguments made by the Appellant, the Executive
Difector, and the Office of Public Interest Counsel, the Commission determined to deny the
appeal and affirm the Executive Director’s Negative Use Determination having concluded that

the Executive Director’s Determination was in accordance with the applicable statutes and rules.



NOW, THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION. ON
ENVIRONMENTAL QUALITY that the Appeal is hereby DENIED and the Executive
Director’s Negative Use Determination on the Mont Belvieu Caverns, LLP’s application

assigned No. 07-11881 is AFFIRMED.

Issué date: DEC 1 2 2008

TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY

Ly Cpoveize

| B‘fifidy Garcia, Fhair. man
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Tax Relief for Pollution Control Property

Application Form — Effective January 2008

TCEQ-00811 (Revised January 2008) 0 7 ,,!! gf;i l




DISCLAIMER

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

DRAFT Tax Relief for Poliution Control Property Application
TCEQ-00611 (Revised January 2008) . Page 2 of 6




TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USE DETERMINATION
. FOR POLLUTION CONTROL PROPERTY

has the responsibility to determine whether a property is a pollution control property. A person seeking a use
lete the attached application or a copy or similar reproduction. For assistance in completing this form

refer to the TCEQ guidelines document, Property Tax Exemptions for Pollution Control Property, as well as 30 TAC §17, rules
governing this program. For additional assistance please contact the Tax Relief for Pollution Control Property Program at (512)

239.3100. The application should be completed and mailed, along with a complete copy and the appropriate fee, to: TCEQ MC-
214, Cashiers Office, PO Box 13088, Austin, Texas 78711-3088.

The TCEQ
determination must comp

Information must be provided for each field unless otherwise noted.

1. GENERAL INFORMATION

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

[] Corporation . [] Sole Proprietor
[] Partnership [ Utility
Limited Partnership [] Other

B. Size of company: Number of Employees

] 1t099 1,000 to 1,999
] 100 to 499 OJ 2,000 to 4,999
] 500t0999 - ] 5,000 or more

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

facility) ‘
Natural Gas Liguids Transportation and Storage

2. TYPE OF APPLICATION
Tier I $150 Fee ] Tier I $2,500 Fee
] Tier I $1,000 Fee (] Tier IV $500 Fee
NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt along with the

application to cover the required fee.

3. NAME OF APPLICANT

A. Company Name:’ Mont Belvieu Caverns, LLC
B. Mailing Address (Street or P.O. Box): PO Box 4018
C. City, State, and Zip Houston, Texas 77210-4018
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit: Mont Belvieu North Storage
B. Type of Mfg. Process or Service: Product Pipeline and Storage Service
C. Street Address: : 1027 FM 1542 .
D. City, State, and Zip: Mont Belvieu Texas, 77580

E. Tracking Number (Opfional):

F. Company or Registration Number (Optional):

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: Chambers County Appraisal District

B. Appraisal District Account Number: New Account
6. CONTACT NAME :

DRAFT Tax Relief for Poliution Control Property Application
TCEQ-00611 (Revised January 2008) : Page 3 of 6




A. Company/Organization Name Mont Belvieu Caverns, LLC

B. Name of Individual to Contact: Al Noor

C. Mailing Address (Street or P.O. Box): _PO Box 4018

D. City, State, and Zip: Houston, Texas 77210-4018
" E. Telephone riumber and fax number: (713)803-88253

F. E-Mail address (if available); anoor@eprod.com

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

by the installation of this property.

MEDIUM | Rule/Regulation/Law
Air ' :

Water 30 TAC 305

‘Waste

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

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

Project Description :This Project consist of one 4.0 million barrel HDPE double lined brine
pond, instrumentation, pond piping, electrical substation and assocatiated equpment. The brine
_ pond will accomplish two significant purposes, waste minimization and prevention of salt water
intrision into inland waters. Also by recycling brine, rather than using fresh water which would
become brine through salt dissolution in daily operation of the cavern system, the total quantity of
waste generated will be significantly reduced by constructing this brine pond. The current scope
of this project includes the constrution of one 35ft X 70ft concrete pump pit, and the installation
of one 600 HP trasfer pump. Also included is 3,500 of 30" HDPE piping from the new pond to

~ North Stroge.

Land: If a use determination is being requested for land, provide a legal description and an
accurate drawing of the property in question.

9.  PARTIAL PERCENTAGE CALCULATION
This section is to be completed for Tier Il and IV applications. For information on how to
conduct the partial percentage calculation, see the application instructions document. Attach

_caleulation documents o completed application,

DRAFT Tax Relief for Pollution Control Property Application

TCEQ-00611 (Revised January 2008) ‘ Page 4 of 6




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

additional attachments for more than 3 properties.

Property : Taxable | DFC | ECL | Estimated Use
: on Box # Cost %
1/01/94?

Land

Property .
Construction of brine pond with total | NO 12 S-20 23,000,000 |100%

capacity of 4 million barrels

|| Totals

DRAFT Tax Relief for Pollution Control Property Application
TCEQ-00611 (Revised January 2008) Page 5 of 6




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

[JYes XINo

.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 the written

notice.

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

and belief. »
Name: Al Noor %—‘ feoZpe—  Date: 02/12/2008
Title: Tax Manager _ } 7
Company: Mont Belvieu Carverns 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 penalues owed to the TCEQ or

the Office of the Attorney General on behalf of the TCEQ are paid in accordance with the
Delinquent Fee and Penalty Protocol. (Effective September 1, 2006)

DRAFT Tax Relief for Pollution Control Property Application

TCEQ-00811 (Revised January 2008) Page 6 of 6 -




Buddy Garcia, Chairman

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

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

" Protecting Texas by Reducing and Preventing Pollution

May 20, 2008

MONT BELVIEU CAVERNS LLC

AL NOOR
PO BOX 4018 |
HOUSTON TX 772104018 .

This letter is to inform you that the technical review of Use Determination Application
07-11881 has been completed. This application is for: ’ )

MONT BELVIEU NORTH STORAGE

1027 FM 1942
MONT BELVIEUTX 77580

The outcome. of this review is as follows: -

A negative determination for the equipment and installation costs of the Brine Storage Pond Project.
This equipment is consideréd to be production equipment and not paliution control property.

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

conumission.
If you have any questions or require any additional information please contact the TCEQ Tax

Relief for Pollution Control Property program at (512) 239-3100.

Sincerely,

N

David Greer
Team Leader, Pollution Prevention

- P.O. Box 13087 » Austin, Texas 78711-3087 » 512-235-1000 - Internet address: www.tceq.state.tx.us -

printed on recycled paper using soy-besed ink




Buddy Garcia, Chairman

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

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Réducing and Preventing Pollution

May 20, 2008

CHIEF APPRAISER
CHAMBERS COUNTY APPRAISAL DISTRICT
POBOX 1520

ANAHUAC TX 77514

This Iettex is to inform you that the technical review “of Use Determmahon Apphcatlon :
07-11881 has been completed. This apphcanon is for:

MONT BELVIEU NORTH STORAGE

1027 FM 1942
MONT BELVIEU TX 77580

The outcome of this review is as follows:

A negative determmatlon for the equipment and. mstallatnon costs of the Brme Storage Pond Project. This -
eqmpment is considered fo be production equipment and not pollution control property.

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

comimission.

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

‘Sincerely, | :
ol o

David Greer
Team Leader, Pollution Prevention

P.O. Box 13087 * Austin, Texas 78711-3087 + 512-239-1000 + Internet address: www. tceq State.fx.us

. printed on recycled paper using soysbascd ink




TAX RELIEF FOR POLLUTION CONTROL PROPER'TY:' TECHNICAL REVIEW DOCUMENT
Reviewed By: RLH App. No.:  07-11881. " Review Start Date: 3/4/2008

Company Name: MONT BELVLEU CAVERNS LLC
Facility Name: MONT BELVIEU NORTH STORAGE

County: CHAMBERS Outstanding Fees: N .
ADMINISTRATIVE REVIEW

Administrative Complete Date:2/26/2008

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

appropriate level?
. This application is for a Brine Storage
_is a Tier | application.

" RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

The rule listed in the application is: 30.TAC 305
The appropriate rule is: 16 TAC3.8

Pond which is item S-20 on the Equipment and Categories List. This

Explain why this is the appropriate rule? : ‘
18 TAC 3.8 is the correct rule for this application. This change was approved by the applicant.

BRIEF DESCRIPTION OF PROPERTY

The property is described as: _
This project consists of one 4.0 million barrel HDPE d
electrical substation and associated equipment. The curren
of one 35t x 70t concrete pump pit, and instaliation of one
of 30" HDPE piping from the new pond to North Storage. -

ouble lined brine pond, instrumentation, pond piping,
t scope of the project includes the construction
800 hp tran;fer pump. Also included is 3,500'

Is an adequate description and purpose of the property provided? Does it list the anticipﬁted

environmental benefits? Are sketches and flow diagrams provided if needed?
The description is adequate. The environmental benefits of this project are listed.

' _ DECISION FLOWCHART ,
Mark the appropriate boxes: Box 3 N Box SN Box 6(IV). Box 1000 Box 12(T) Box 13(I0)

Describe how the property flowed through the Decision Flowchart:

The installation of the property listed on this application does not meet the requirements of an .
environmental regulation. The instaliation of this property does not provide an environmental benefit at the
site, The property does not mest the description of the item listed on the ECL. This is not a brine disposal
pond. The brine in this pond is used to move hydro carbons into and out of the salt cavern.

-

TIER II or IV APPLICATIONS .

Does your calculation agree with the applicants?
This is a Tier | application. '

. PROPERTY CATEGORIES AND COSTS

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

The table is completed correctly.

TECHNICAL DEFICIENCIES
the application was not administratively complete

Is the application complete as received: NIf
on in the final determination section. If the application

explain below when justifying the final decisi
- was not-technically complete then:

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




Section 7 lists the rule as 30 TAC 305 which is titled Consolidated Permits. What specific su
is being met by the installation/construction of this brine storage pond.

Summarize the NOD response:
Correct rule is 16 TAC 3.8. Application is now technically complete.

Provide the language used in the second NOD letter:
Summarize the second NOD response:
" Summarize the third NOD response: .

FINAL DETERMINATION
If the property description has been summarized enter the detailed property description:
This project consists of one 4.0 million barrel HDPE double fined brine pond, instrumentation, pond piping,
electrical substation and associated equipment. The current scope of the project includes the construction . -
of ane 35ft x 70ft concrete pump pit, and installation of one 800 hp transfer pump. Also included is 3,500'
of 30" HDPE piping from the new pond to North Storage. , :

bsection of 305

Provide the reason for your final determination: .
This application is for equipment that has been installed as part of a project to construct a 4.0 million barrel

brine storage pond. item S-20 on the ECL is Surface Impoundments and Anciliary Equipment (including,
Brine Disposal Ponds). Since this is not a disposal pond this ECL number does not apply. The part of the .
project being requested is: the construction of one 35ft x 70ft concrete pump pit, and installation of one 600 *
hp transfer pump, and the installation of 3,500 of 30" HDPE piping from the new pond to North Storage, All

of this equipment is in place in order to move the brine and is not considered to be poliution control . b

property. A negative determination should be issued. :

N

Provide the language for the final determination. , _

. A negative determination for the equipment and installation costs of the Brine Storage Pond Project. -
This equipment is considered to be production equipment and not pollution control property.
Highlight the required signatures and éstablish the appropriate due-dates.

Reviewed: /&z‘, ﬂ %/ﬁ\ . Date Signed: %/ / / @1 ' )
Peer Reviewed: éj M€ @W " Date Signed: - ¢ ~/ 085 - :

Team Leader: \\._~, Q (e | Date Signed: 5 {r (’,(0 v

Section Manager: » Date Signed: '

Division Director: ' Date Signed:
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USE DETERMINATION APPEAL
December 10, 2008, Item 73 (New Business, 9:30 A.M.)
Docket No. 2008-0940-MIS-U
Consideration of the appeal filed by Mont Belvieu Caverns, LLC

Garcia:

“Well, we do try to include, in the Public Register, and other ways, as you alluded to
whenever we have changes around here so folks around the state know specifically what
is expected of them when they apply for anything before this agency. I do believe that
these folks might be able to better accurately describe the pollution benefits of their
control equipment or some of the merits. I guess I am a little perplexed as to why that
wasn’t done in the first place, especially if you are seeking a positive use determination.
But, I am open to my colleague’s thoughts on this and what direction you wish to go, if
remand is even worth the effort as staff is suggesting maybe that may not get them there.
A more detailed description at this point may require a whole new application, so what
are your thoughts?”

Soward: :

“I wanted to ask, is it Mr. Kliewer? Do you understand what we are talking about? We
think your client didn’t file what they needed to file. You know the rules changed and
the rules changed before this was filed. Correct?”

Kliewer: |
“Yes, well, I disagree that we didn’t file what we needed to file.”

Soward:
“You filed a 100% positive use determination...”

Kliewer:
“That 1s correct.”‘

Soward:
“...and the rules don’t allow that.”

Kliewer:
“Well, we think the rules do allow it.”

Soward:
“Well, we disagree with you.”

Kliewer:
“T understand you disagree, that is clear.”

Soward:
“T guess what we’re saying is... we think there are some things that may qualify for a
positive use determination, but not 100% of this facility. So we are just wondering...



why did the company file knowing that the rules had changed? Now, I guess what you
are saying is that they didn’t believe that we meant what we said we meant in the rules.”

Kliewer: . .

“Well, I mean no disrespect to this Commission, but we read the rules to mean that we
could still quality under S-20. Under S-20 excavation ponds, clay and synthetic liners,
and it starts out with excavations [sic] ponds, which we have, and then it goes on to talk
about the ancillary equipment...and..” ’ |

Soward:
“S-20 is the old list...It’s both? Okay. But you know that it was changed. It use to say,
“disposal,” I mean it use to say “storage” and now it says “disposal.”””’

Kliewer:
“Well our position is...”

Soward:
“That those two are the same?”

Kliewer: N
“...that those two are the same when you look at the Railroad Commission Rule 8, those
phrases.are used interchangeably.”

Soward: _ ,
“Well, except their permit to you says it is limited to the storage of brine used to displace
hydrocarbons from the underground storage facility.”

Kliewer:
“But when you look at the rule itself, the way the Railroad Commission uses that phrase,
if... in our brief... if you’ll read our brief...”

Soward:
“I've read your brief.”

Kliewer:

“It points out that those phrases are used interchangeably, and if you’ll look at the facts,
at the way that the ponds are actually being utilized, they do not create additional
production.”

Soward:
“I guess, the Railroad Commission may read them interchangeably, we don’t.”

Kliewer: 4
“You... the Commission has turned over this type of regulation to the Railroad
Commission.”



Soward:
“Of the ponds.”

Kliewer:
“Of the ponds.”

Soward:
“Right‘ 22

Kliewer: :
“And as such, it is our position, with all due respect to this Commission, that deference
should be given to the way the Railroad reads and deals with these ponds.”

Soward:
“I agree and their permit to you basically says that they are production facilities, and that
no waste can be put into them.”

Kliewer: :
“We...there is a lot of weight being given to a word.”

" Soward:
‘GYeS 2

Kliewer:

“And we say that word is being used interchangeably by the Railroad Commission and
we say more importantly, Commissioner; we say more importantly that the purpose of
11.31 is to encourage business to utilize equipment, and this...it is hard to call an
excavation pit a piece of equipment, but analogizing, equipment, like Tier IV, that is what
the legislature was trying to do for power plants, was to encourage coal fired plants so
they use equipment that would minimize pollution. They want to encourage business to
do what my client has done. They didn’t have to do this. They could have dumped that
brine right back in the earth. But what they did, they did these ponds that did two things.
It allowed them to reuse the brine. It saved fresh water, and it saved salt.”

Soward:
“And it saved expenses.”

Kliewer:
“Tt did that.”

Soward:
“As a business decision.”

Kliewer:
- “Tt was as business decision. Just like when you build a coker.”



Soward:
“Right, I understand.”

Kliewer:
“You want to...but at the same time you are going to put the pollution control...”

Soward:
“That is why the legislature allows us to balance between business use and environmental
protection when we give positive use determinations.”

Kliewer:
“And that is absolutely true, but when you look right here, what we did didn’ t mcrease
our production at all, so to say that we did this for production purposes is wrong.”

Soward: -
“Do you use that water for production purposes?”

Kliewer:
“Of course we use it for production purposes, well, just like you use a coker to make

Soward:
“Absolutely.”

Kliewer: ,
“So under that reasoning you wouldn’t have any pollution control at all on the pollution
control equipment on a coker.”

Soward:
“No, you would on pollutlon cont101 equipment on the item, but you may not on the
entue unlt We see that all time.”

Kliewer:
“Well there is a lot of stuff out there at that storage facility that is not exempt.”

Garcia:

“And the reason why I think we are going down this line is questioning is with the new
rules we are trying to get a more detailed description of what pollution equipment so we
can assign the appropriate percentage of positive use determination. What I was trying to
get to is that if ya’ll describe some of this equipment in more detail you may not get
100% as the old rules, but you definitely, I think, have made a strong argument that there
is some environmental benefits. So for that purpose I was trying to get to that the way
that ya’ll would give us that information so that if we were going to make a positive use
determination, we have something more to rely on, but what I am looking at was very,
very basic. You just wanted 100% use based on the way it used to be.”

Kliewer:



“Well, we think we are still entitled to 100%.”

Garcia:

“Yeah, well, it is not like that anymore. It is going to be a different way of processing
and we need as much information... to make that determination. Maybe it does come out
to 100%, but how we move forward requires...that is why I ask, were these rules made
clear to everybody.”

Kliewer:
“We understood the rules and we felt we still qualified for 100%.”

Garcia: .
“Okay. Commissioner Shaw, do you have any questions?”

Shaw:

“No. I think the key thing is looking at the new rules and where we are... figuring out
where to move forward, and 1t sounds like the ED has indicated that their not certain that
moving...that remanding this back and requesting that information would be expeditious
to get us to the point... and I'm not sure if the Applicant is interested in providing that
data either. So I guess I'm curious if the... will the Commission...whether this should be
remanded or just denied based on the application of our current rules. Because, I
understand...and want to encourage saving fresh water, and I also understand the issue of
the fact that you are not injecting that brine and that is a good component to this, but
under out existing rules that no longer has 100% determination, use determination for
that, so we need to be able to separate out the environmental component from the
production component, and that would require a more detailed breakdown of the different
equipment, the cost for the liner, the cost for the excavation, the cost for the different
components then that would then be evaluated against their environmental benefit, so
one, I guess I’ll ask the Applicant... are you interested in providing that additional
information to follow that road or would you rather us move on this and you take the
actions before you at that point?”

Kliewer:
“We believe we are entitled to 100%.”

Soward: .
“Let’s do it. Mr. Chairman, I move we deny the appeal and uphold the Executive
Director’s negative use determination.”

Shaw:
“Second.”

Garcia:
All in favor?



Garcia, Soward, & Shaw:
‘(I.77





