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TExas CoMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution A

January 10, 2011

Ms. Amy Jolley S : v |

Sandy Creek Energy Associates, L.P. et al.
1000 Louisiana, Suite 5800 :
Houston, Texas 77002

Re:  Negative Use Determination for Application 13256:
Sandy Creek Power Generation Facility
Rattlesnake Road
Riesel (McLennan County)

Dear Ms. J olley:

The Texas Commission on Environmental Quality (TCEQ or commission) has completed the
review for application 13256, received on February 20, 2009. A negative determination is issued
for this application becausethe raw water pretreatment system is necessary for the generation of
electricity. Texas Water Code, §11.1272 and Title 30 Texas Administrative Code (TAC) §288.7
require wholesale and retail public water suppliers to develop a water conservation plan. While
water conservation plans must include five-year and ten-year targets for water savings, failure to

meet those targets does not subject the planning entity to enforcement. A water conservation
plan may include the use of state-of-the-art equipment and/or process modifications to improve

water use efficiency, but the installation of such equipment is not mandated by federal, state, or

local regulations. As such, Sandy Creek has failed to cite an applicable environmental regulation

being met or exceeded by the installation of the Raw Water Pretreatment System.

Tf you wish to appeal this determination, the appeal process can be found at 30 TAC §17.25.
Pursuant to §17.25(a)(1), an appeal must be filed with the chief clerk of the commission within

20 days of receipt of this letter.

If you have any questions or require additional information, please contact Ron Hatlett with the

Tax Relief for Pollution Control Property Program at the letterhead address, Mail Code 110, by
telephone at (512) 239-6348, or by e-mail at rhatlett@tceq.state.tx.us.

Sincerely

Mark R. Vickery, P. G.
Executive Director

MV/rh
cc: Chief Appraiser, McLennan County Appraisal District, P. O. Box 2297, Waco, Texas
76703 ' ‘

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




'TCEQ Interoffice Memorandum /

To: Zak Covar, Deputy Executive Directorﬁy
From:  Susana M. Hildebrand, P.E., Chief Engineer%\/
Date:  January 10, 2011 ‘

Subject: Sandy Creek Prop 2 Application for a Raw Water
Pretreatment System :

History

Sandy Creek Energy Associates, L.P., et al, submitted a Prop 2 application
on January 29, 2009, for the Sandy Creek Power Generation Facility in
McLennan County. The application is for a raw water pretreatment system
with an estimated cost of $'50,37‘3,792. The application was submitted as a
Tier I using the Equipment and Categories List (ECL) W-58 which is defined
as follows: Water Recycling Systems — Installed systems, excluding cooling
towers, that clean, recycle, or reuse wastewater or use grey water or storm
water in order to reduce the amount of a facility’s discharge or the amount
of new water used as process or make-up water including Zero Discharge
Systems. The application was declared administratively complete on June 3,

2010,

Project Description

The application property is a raw water pretreatment sy"stem consisting of
eleven miles-of intake piping, chlorine treatment, solids contact units
utilizing coagulant and coagulant aids, lime and soda ash injection for pH
adjustment, storage pond, and post treatment storage tank. '

Rule Cited by Applicant

The applicant cites Texas Water Code (TWC) §11.1272 and Title 30 Texas
Administrative Code (TAC) §288.7 as the environmental rules, regulations,
or statutes that are being met or exceeded by installation of the application -

property.

Texas Commission on Environmental Quality




TCEQ Interoffice Memorandum

Recommendation

Staff recommends issuance of a negative use determination for the following
reasons. The raw water pretreatment equipment is production property,
necessary for the generation of electricity. Furthermore, Sandy Creek has
failed to cite an applicable environmental regulation being met or exceeded
by the installation of the raw water pretreatment system. TWC §11.1272
“and 30 TAC §288.7 require wholesale and retail public water suppliers to
develop a water conservation plan. Sandy Creek's application indicates that
it will purchase a water right from the City of Waco. 30 TAC §288.5(1)(G)
requires every water supply contract entered into after the official adoption
of the water conservation plan to include in any contract extension, that
each successive wholesale customer develop and implement a water
conservation plan. Under this provision Sandy Creek will be required to
‘develop a water conservation plan. While water conservation plans must
“include 5-year and 10-year targets for water savings, failure to meet those
targets does not subject the planning entity to enforcement. A water | |
conservation plan may include the use of state-of-the-art equipment and/ or
process modifications to improve water use efficiency, but the installation of
such equipment is not mandated by state regulations. As such, Sandy Creek
has failed to cite an applicable environmental regulation being met or
exceeded by the installation of the raw water pretreatment system.

‘Texas Commission on Environmental'Quality




TAX RELIEF FOR POLLUTION CONTROL PROPERTY:
TECHNICAL REVIEW DOCUMENT

Reviewed By: RLH App. No: 13256 Date Received: 01/27/2009
Technical Review Start Date: 06/10/2010

Company Name: SANDY CREEK ENERGY ASSOCIATES L.P. ET AL
Facility Name: SANDY CREEK POWER GENERATION FACILITY
County: MCLENNAN Outstanding Fees: N
Batch/Voucher Number: 507624 Receipt Number: R918389

PROJECT DESCRIPTION
Sandy Creek Energy Associates, L.P., et al, seeks a 100% positive use

determination for its raw water pretreatment system. The estimated cost
for this project is $50,373,792.

ADMINISTRATIVE REVIEW

Administrative NOD Issued: On January 29, 2009, an administrative
NOD was sent for application 12874 requesting that the raw water pre-
treatment system be moved to a separate application. On February 20,
2009, application 13256 was received. Issues related to the application were
discussed with applicant during an April 2, 2009, conference call. Applicant
“sent a written response to the conference call stating a formal response
would follow. On April 29, 2009, the applicant sent an email requesting the
application be placed on hold. On August 9, 2009, the applicant responded
in writing to the issues discussed during the conference call. On August 19,
2009, they were sent an NOD to which they submitted a response on

September 8, 2009.
Administrative Ccmpiete Date: 6/03/2010

TIER LEVEL A

What Tier is this application? Is this the appropriate level?

The applicant submitted a Tier I application seeking a 100% positive use
determination for its Raw Water Pretreatment System. The applicant cited
Item W-58 on Part A of the ECL, for Water Recycling Systems. The raw
water pretreatment equipment is production property, necessary for the
generation of electricity. It is not eligible for a positive use determination.
The applicant cites Tex. Water Code §11.1272 and 30 TAC §288.7 as the
applicable environmental laws or regulations being met or exceeded. Tex.
Water Code § 11.1272 and 30 TAC §288.7 require wholesale and retail
public water suppliers to develop a water conservation plan. Sandy Creek's
application indicates that it will purchase a water right from the City of
Waco. 30 TAC §288.5(1)(G) requires every water supply contract entered
into after the official adoption of the water conservation plan to include in




any contract extension, that each successive wholesale customer develop
and implement a water conservation plan. Under this provision Sandy Creek
will be required to develop a water conservation plan. While water |
conservation plans must include 5-year and 10-year targets for water
savings, failure to meet those targets does not subject the planning entity to
enforcement. A water conservation plan may include the use of state-of-the-
art equipment and/ or process modifications to improve water use efficiency,
but the installation of such equipment is not mandated by state regulations.
As such, Sandy Creek has failed to cite an applicable environmental
regulation being met or exceeded by the installation of the Raw Water

Pretreatment System.

RELEVANT RULE, REGULATION OR STATUTORY PROVISION

The ruie listed in the application is: 30 TAC 288. The approprnate rule
is: There is not a rule, regulation, or statutory provision that is being met or
exceeded by installation of this raw water pretreatment system.

BRIEF DESCRIPTION OF PROPERTY

The property is described as: '

Raw Water Pretreatment System consisting of eleven miles of intake piping,
chlorine treatment, solids contact units utilizing coagulant and coagulant
aids, lime and soda ash injection for pH adjustment, storage pond, and post

treatment storage tank.

Is an adequate description and purpose of the property provided?
Yes

Does it list the anticipated environmental benefits? Yes ~
Are sketches and flow diagrams provided if needed?' Yes

DECISION FLOWCHART (30 TAC 17.15(=a)) [Old DFC I=7, II=9,
I1I=10] Mark the appropriate boxes:

Box 3 N Box 5 Box 6(IV) Box 10(III) Box 12(I) Box 13(II)
PART B DECISION FLOWCHART (17.15(b)) _

Mark the appropriate boxes: Box 1 X Box 2 X Box 3 X

Describe how the property flowed through the Decision Flowchart:
The project is ineligible because the property is not needed to meet or
exceed an environmental rule or regulation. The project is deemed ineligible
at Box 4 of the Decision Flowchart. .

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




This is a Tier I application; therefore, this question does not apply.

PROPERTY CATEGORIES AND COSTS
Is the table completed correctly? -Yes

Has the applicant certified that all listed property became taxable for
the first time after January 1, 1994? Yes '

Is all information necessary for conducting the technical review
included? Yes

N

TECHNICAL DEFICIENCIES '
Is the application technically complete when declared

administratively complete? Yes

If the application was not technically complete then: :
Provide the language to be used in the Notice of Deficiency (NOD)
letter: Not applicable — project was technically complete.

FINAL DETERMINATION

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

Raw Water Pre-Treatment System consisting of eleven miles of intake
piping, chlorine treatment, solids contact units utilizing coagulant and
coagulant aids, lime and soda ash injection for pH adjustment, storage pond,

and post treatment storage tank.

Provide the reason for your final determination: -

The raw water pretreatment equipment is production property, necessary for
the generation of electricity. Furthermore, Sandy Creek has failed to cite an
applicable environmental regulation being met or exceeded by the
installation of the Raw Water Pretreatment System. It is not eligible for a

~ positive use determination.

Provide the language for the final determination.
A negative use determination is being issued.

The technical review was previously signed by Ronald Hatlett on
6/10/2010; Joseph Thomas on 6/11/2010; and by Emmanuel Wada
‘on 6/15/2010. This final version prepared 1/6/2011 includes minor
and non-substantive changes made to comport with agency style.




The original signed technical review is in the file and available for
review. 4




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 poliution 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 otherwise noted.

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

11099 [] 1,000 to 1,999
[T 100 to 499 [ 2,000 to 4,999
] 500 to 999 [] 5,000 or more

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

facility)
Generation of electricity.

-TYPE OF APPLICATION :
Tier I $150 Fee [] Tier IIX $2,500 Fee
[] Tier IT $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.

NAME OF APPLICANT

A. Company Name: . Sandy Creek Energy Associates LP et al
B. Mailing Address (Street or P.O. Box): 1000 Louisiana, Suite 5800
C. City, State, and Zip Houston, Texas 77002
PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit: Sandy Creek Power Generation Facility
B. Type of Mfg. Process or Service: Power Generation
C. Street Address: Rattlesnake Road
D. City, State, and Zip: : Riesel, TX 76682
E. Tracking Number (Optional): N/A

F. Company or Registration Number (Optional): _SC-2008-8

DRAFT Tax Relief for Poliution Control Property Application .
TCEQ-0061 1 (Revised January 2008) _ Page 3-0f 6
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APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

5.
A. Name of Appraisal District: McLennan County
B. Appraisal District Account Number: :
6.  CONTACT NAME
A. Company/Organization Name Sandy Creek Energy Associates LP et al
B. Name of Individual to Contact: Amy Jolley
C. Mailing Address (Street or P.O. Box): 1000 Louisiana, Suite 5800
D. City, State, and Zip: Houston, Texas 77002
E. Telephone number and fax number: (713) 767-0464 / (713) 767-8520
F. E-Mail address (if available): Amy Jolley@dynegy.com
7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
For each media, please list the specific environmental rule or regulation that is met or exceeded
by the installation of this property.
MEbIUM Rule/Regulation/Law
Air N/A
Water Title 30 of the Texas Administrative Code, Part 1, Chapter 288 (“30 TAC 288")
Waste N/A
8. DESCRIPTION OF PROPERTY (Complete for all applications)

Describe the property and how it will be used at your facility. Do mot 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. '

See descriptions of property attached on the following pages.

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

N/A

DRAFT Tax Relief for Pollution Control Property Application :
TCEQ-00611 (Revised January 2008) Page4of6




WATER AND WASTEWATER POLLUTION CONTROL EQUIPMENT

Sandy Creek — Raw Water Pre-Treatment System
ECL Item Number W-58

Statutes and Regiilations

30 TAC 288 governs the conservation and reuse of water for industrial users.

Property/Equipment Description

The raw water. pre-treatment system clarifies, disinfects, and neutralizes water from the Waco

" Metropolitan Area Regional Sewage System (“WMARSS”). The water supplied by WMARSS .

is grey water that meets the guidelines as Type I Effluent as specified in the TAC. The
equipment included in the raw water pre-treatment is the 11 mile intake piping, chlorine
treatment, solids contact units utilizing coagulant and coagulant aids, and lime and soda ash
injection for pH adjustment. Also, a storage pond prior to treatment and a storage tank post
treatment are utilized. By treating and utilizing grey water, the Sandy Creek Power Generation
Facility (“Sandy Creek” or the “Facility”) eliminates the need to utilize fresh water supplies in

' the area.

The BECL states that Item Number W-58 includes the following, “Installed systems, excluding
_cooling towers, that clean, recycle, or reuse wastewater or use grey water or storm water in
order fo reduce the amount of a facility’s discharge or amount of the new water used as process
or make-up water including Zero Discharge Sources’ (emphasis added). The raw water
pre-treatment system treats grey water (effluent from the WMARSS) in order to reduce the
amount of new water that the Facility uses as process or make-up water. : :

The raw water pre-treatment system does not include equipment that conditions water prior to
use in the boiler or cooling towers such as equipment used for demineralization, neutralization,

and adding corrosion inhibitors.

The raw water pre-treatment system is currently construction work in progress (CWIP).

DRAFT Tax Relief for Pollution Control Property Application
TCEQ-00611 (Revised January 2008) v Page 5 of 6




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.
10. PROPERTY CATEGORIES AND COSTS
List each control device or system for which a use dctermmation is being sought. Provide
additional attachments for more than 3 properties. :
Property
Taxable on | DFC : Estimated Cost Partial
Property _ 1/10/94 Box ECL Number (Historical Cost) | Percentage |
Land
Property
Raw Water Pre-Treatment System No 12 W-58 $50,373,792 100%
Total Pollution Control Exemption o $50,373,792
11. EMISSION REDUCTION INCENTIVE GRANT
(For more information about these grants, see the Application Instruction document).
Will an application for an Emission Reduction Incentive Grant be filed for this property/prOJ ect?
DYes XINo »
12. APPLICATION DEFICIENCIES
After an initial review of the application, the TCEQ may determine that the information prov1ded
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 SIGNAT

By signing this applicationyiou certify that thls 1nformat1on is true to the best of your knowledge
and belief.

Signature: pate: 217 09
Name: Lymﬂ/LJdmcky I
Title: Vicd P1ﬁ31dent

Company: Sandy Creek Energy Associates LP et al

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

14. DELINQUENT FEE/PENALTY PROTOCOL

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

DRAFT Tax Relief for Pollution Control Property Application
TCEQ-00611 (Revised January 2008) Page 6 of 6
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Citles of Waco, Bellmead, i,aoy;Lalr:cviow, Robingon, and Woodway _
Authorization No. R 110714007 .
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TCoO EQ Fax:512239582’l - Dsc 12 2006 10:07 P.02

Kathleen Harmett White, Chadrman
Larxy R. Soward, Commissionor
Martin A Hubart, Commissioner -
tlenn Shankle, Zgecuttve Direoivr

TEXAS COMMISSION ON ENVIRONMEN’]AL QUALI’I'Y

Protecting Texus by Reducing and Preventing Pollution

Depember 11, 2606

Mr, Kenneth Ramirez

Bragewell & Patterson L.LP,,
111 Congress Avenue, Sulte 2300
Augtin, Texss 78701-4043 . -

v Rz:" ' Cities of Waco, Bellmead, Lacy-Lakeview, Robinson, and Woodway

Reclaimed Water Authorization
Texas Cotmmiseion on Environmental Quality (TCBQ) Permit No,11071-001

" Aunthorization No. B11071-001
RM0009883, CN8877434
McLennan Clonnty, Tesxas

Dear Mr, Raxmmz.

e bave completed our review of information on the sbove reférenoéd project, The project under raview
congists-of the reuse of wastewater effluent from the WMARSS's Wastewater Trestment Plamt (TCEQ

Permit No, 11071:001), -

Our review showed thut the material generally mests the applicable mintmum standards as éet forth in the
Texas Cotamisglon on Brvironmental Quality’s rules titled Use of Reslaimed Water, The projeot Is
approved, The attachment to this.lefter- indioates the approved site and conditions that apply to this

, approval
Ifyou hav-e ans" qu;esﬁons, plesse feel fres to eontast Lonis Herrin at (512) 239-4552.

Shwersaly,

Chtls Linendol], Mzmagar
Wastewater Permitting Section
‘Water Qu_ality Division

00! Janot MoQuald, Fulbright & Jaworski L.L. P,,S 00 Congress Avenue, Suita 2400, Austin, Texas
787013271, wlattachments
TCRQ, chmn 9 Office, w/attachimnents '
"TCEQ Applications Review and Procesging Team, w/aitaohmenta
(Attn: M, Batherine MoKemzm, MEC148) )

P.0, Box 12087 ® Austin Texas TH7I1H0B7 - B12/83D-1000 ©  Internot address: www.tceq.state.bous
= printed on recycled paper using 195 vasedink e ’
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TEOEQ : Fax:5122895321 Dac 12 2006 1008 P. 03

AUTHORTZATION EOR RECLAIMED WATFR

Produoer: Citieg of Waso, Bellmend, Laoy-Laleview, Robingon, and W_oo‘dway
PO, Box 2570
Waoo, Tostag 76702-2570

Providers; City ol Wiso

P.O. Box 2570
Wane, Texas 76702-2570

© Users: . Bendy Oreck Energy Agsociates .

400 Chasterfield Ceniter, Suite 110
§t, Louis, Miszourl 63017 -

Looation:! The wastewater plant aite is located on the south bank of the Brazos River, approximately
4.5 mile downstream from the orossing of (Interstate H{ghway 35 and theBrazos River in
MeLeman County, Texos, ,

Authotization: Reclaimed watet frem the WMARSS's Water Treatment Plant (Perm:t 11071-001) to be
wsed foraooling tower mudkeap water, boller mekeup wawn, quonchwater'for agh produced
inthe boilet, maketp weter for sir pollution control equipmnf, and other process watet
usgs; service waer for sleaning floorsand equipment; irrigetion; water Tor duat suppression
on roud, sold waste dispos] arsas and cosl pilos; and other Type 1 vsse. Sandy Creek

. Energy Assooiates i authotize {0 treat the Type I efffuent to Type I for fire protcmon
within thelr faoility, The servive sred is shown on Aftashment A.

This authorization containg the sonditions that epply for the uees of the reclaimed-water. The approvel ofa
reglalmed water uge projeot under Chapter 210 does not affest any existing water vightz, If applioable, &

recinimer water use suthoriestion in no wey affects the need of & produasr, provider suti/or uger to obtain

2 separate water xight authorization from the votrmission,

This aotion s taken under authorﬂy dologated by ¢he Exccm:xvc Dircotor of the Commtsswn on
Environmental Quality,

Issued. Data: December 11, 2006

For the Comﬁﬁsidn
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Fax: 5122396321 Dec 12 20068 10:08 P.04

Cities of Waoo, Bellmend, Lacy-Lakeview, Robinson, and Woodway
Authorization No, R 11071001 - .

Page 2

Limitations:

Tho avthorization in subjeoted to the following requirements:

L (General Requitemenis,

(®

(b)
O

@
o

®

&
m

M

®

Nowater treatment plant opesator (producer) shall transfer to e uperreslaimed water without

« first notifying the commission.

Irrigation with untreated wastewatér isproh‘!‘&itcd. ‘ )
There shall be nonnisanes sonditions resulting fromthe distribution, the us, puor storage

. of replaited water, .

Redlaimed water ghall not be utilized in 8 way that depgrades ground water quality to a
fogree adversely affecting its netual or potential vees, ,

Reclaimed water managed i1 ponds for' storage must be prevented from discharge into
watars in the stats, except for dissharpes directly remilting from raivfall events or in
accordanoe with a penmit issued by the oommilssion, All other disoharges are unaufhorized,
I any unsuthorized overflow of's holding pond ocours causing discharge futo or adjacent
to warters tn the atate, the user or provider, as appropriate, shall eport any noncomplisnce,

Awritien submission of sush information shall also'be provided tothe eommmisslonregional.

office and to the Austin Office, Water Boforcement Seotlon (MC.149), within five (5)7%...

working days of besnming aware of'the everflow. The written submission shall contain a
desoription of the noncompliance and its cause; the potential danger to human health or

safety, or the environment; the period of monconpliance, inoluding szact dates and timesi

ifthetioncompliange hagnot been votteeted, the antiolpated time 1t is expeeted to oontinuey
and, steps teken or planned to edues, eliminate, and prevent recumrenmce of the
npneompliance, and o mitigate its adverse effects,

Unless otherwise provided in this authorization, there shall be no off-dite discharge, either:

airboxme or surface runoff, of wecluinicdavater frora the users property excent to 8 water
troatraont systern or wastewater treatment pollection system unless thereclaimed water nser

- applies for and obtpins a permit from the commission which authorizes discharge of the

watet,

Bigns {n both Bnglish and Spanish shall be posted at stoﬁge areas, hose hiby and faﬁc:m .

teading "Resleimed Water, Do Not Dirink” or similar warnings, Alternately, the aren may
bo seoured to provent aosess by the pubilioc, : '

Revlaiimed water piping shall bo sepatated from notable water piping when trenched by s

distanve of at least ning feet, Exposed piping shall bepainted purpls aud sll piping shall be
matked in acoordance with 30 Texas Administrative Cods (TAC) 210.25(p),

The-design of distribution sydtems which will convey reolaimed water to » user shall be
approved by the execufive direstor, Materials shall be submitted for approval by the
executive direotor in aceovdance with the Texas Engineering Practive Aut (Asticle 32718,

“Yemon's Armotated Texas Statutes), The plane and specifiontions Tor the distribution

gystomns mithorized by this authorivation st be spproved pursuant to state law, and failyre

. to sesure gpproval beforc commencing consteuction of such works or making a transfer of

reclalm water therefrom s a violation of this authorization, and oach day of# tranafer is an
addilional violation until approval has been seoured,
Nothing in this authorization modifies.anhy requirements of the Texas Department of Fealth

found in Title 25 TAC, Chapter 337,

Major changes from s prior noti fication foruse of rcc]ainied water must be approved by the
executive diractor, A major changs includag!
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Cities of Wacn, Bellmead, Lacy-Lakeview, Robinsen, aud Woodwuy
Authorization No, R 11071-001

Page 3

®

M

{2)
(3)

)

a change i the boundary ot the approved servioo area not including the convergion
of individual lots within a subdivision to redlaimed water use;

the addilion of a new producet;

mpjor shanges in the intended use, such as conversion from irrigation of & golf
opurse o résidential irrigation; or

shanges from either Type Tor Type I uges to the other.

The renlaimet wator producer and user shall maintein on the sites a ourent operation s.nd
maintenanoce plan. The operation atd muintenmmee plan whivhshall contain, as axniuimun

the following:

(1) woopy ofn signod contracts betwesn the user, producer and provider and ,

(2) & lgbeling and sepatation plan for the prevention of oross conneotions between
reclalimed water distribution lines and potdble water lines;

(3)  theweasures thut will be implemented toprevent mauthorized access to reclaimed
‘watgr facilities (e, seoured valve);

#)  procsdures for monitoring roclaimed water;

(5) = plan for how roplaimed water use will be soheduled to minimize the risk of
inadvertént human sxposure;

(6)  schedules for routing maintonance;

(7 aplan for worker training and safety; and

(8)  contingenocy plan for gystem faflure or upsets,

I Storage Requirernents for Reclaimed Water,

(®)

All imitial helding ponds designed to éonfam Type T effluent, looated in areas in the stats

notidentified ag » vulnerable area a8 defined by nrating:of 110 or greatef on the siatowide
“Grosmd-Water Pollution Potential - General, Munfolpal, and Idustrial Sourees”
(DRASTIC) tmap-shal} conform to the following tetjuirenents:

43

@

(€)

“)

)]

(6

The ponds, whether constructed of earthen or other { xmperwous materials, shall be

_ deslgned and vonstructed so 88 to prevent gromdwater contamination;

Saila wsed for pond lining ahall be froe from foreign material such g papeu brush,
frees, and large rocks;

All's0i] liners must be of compacted material having & permcabxhty lesw han or
squal to 1 x 10 or/ses, at least 24 mohes thick, compaoted in 1i0g no groatcr than

& tvohes each;

Synthetle membrane Hnings ghall have a minimuom thickness of 40 mils. In situ
finers st least 24 inches thick meeting a permesbility leas than or equal to 1 X 104

omy/sec ure noceptable altermatives;

Certification shall be furnished by 8 Texas Registarad Professional Engineer that the
. pond lining meets the appropriate otitetia prior to stilization of the facilities; and

f0il smbankment walls shsll have a top width of at least five fest, The interior and
exterior slopes of soil embankmert walls shall be 5o stecper than one foot veriioal

- 1o shree feet horizonte] unless alternate methods of glope stabilization are utilized,

All soil embankiment walls shall be protacted by a vegetutive gover or other
stabilizing material to prevent erosion, Eroslon stops and walgt seals shall be
inetailed on #ll piping penectrating the embankmentts,
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() The following ponditions am:ly to this ’rypc of uge of reclaimed water, At a mindemum, the

awret vt Qe sttty

) An altomative method of pondhiinﬁzg whﬁoh provides eguivalent or better water
guality protection. than provided under this pestion muy be utilized with the prior
approval of the exvouive direotor,

8) A specific exemption may be abtained from ihe exoontive director if, after the -

 review of dats submitted by thereclaimed water provider or ugor, ag appropriate, the

exgentive dircetor determines contaltument of the reolaimed water is not necessary,
consideting:

(A)  soll and geologic date, and ground water date, including ta-quakity, uges,
quantity and yleld;’ f.md

B)  adequate demonsiration that impadrment of ground water for it sotual or
potentlal use will be prevenlied,

)] Reolaimed water oy be stored in leak-proof, fabricated tarks,

Specific Uses and Qualily Standsrds for Reclaimed Water, ' i ;
Numerioal patameter Himits pertaining to spectfic reclalmed water e eategories are contained i in ﬂns ,
seotion, These limits apply to reclaimed water before discharge to initial helding ponds or o P
reolpimed water distribution syster, Tt shall be the rosponsibility of the reclaimed water producer
fo establishthat the reclatmed water meetsthe quality lirits 4t the samplepoinit For thie intended use P
in accordance with the monitoring requirements {dentified i Seotion IV re]atmg to Samplmg and

Analysis,

Y] Reolaimod Weter Use, Type I whero the public would mot likely come-in contact with the
reolaimed svater, The followingnse s allowed by this authorization: soaling towermake-up
water, quench water for ash produced in the boilet, makeup water for air pollution oenirol
cquipment, and other provess-water uses; rervies waler for vloaning floors snd equipment;
irrigation; water for dust &uppmsmon onroad, solid waste disposal areas: ;md coal piles; and

ofher Type I uses , . ' ¥

reclnimed water producer shall only fransfor xoclaimed water of the following quality as
deseribed for each type of spemﬁo uge, reclaimed water on a 30-day average shall have 2

guality oft
CBOD, : 15 mg/l
Teoal Coliform 200 CFU/100 ¥
Fepa] Coliform (not 10 exaacd) 800 OFTI/100 priltok
geometric mean .

single grab sample
Sampling and Anslysis,

The reclaimed water producer shall sample the reclalmed water prior to distribution to user
to ugsure that the water quality is in sooord with the intended contraotad nss, Analytical
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methods shall by in aecord with those specified in 30 TAC Chapter 319 (relating to
Monitoring and Reporting). The minimum sampling and analysis frequoncy for reclaimed
water 1g woekly ,

The monltoring ghall be done after the final treatment unit, Theso records shall be taintained
on a monthly basis and be available af the plant site for inspeotion by suthorized
ropregentatives of the C!ommxs&ion for at least five years,

Reeord keeping and Reporting,

{a)  The reclatmed water provider and uger ghall xoatntain resords ov site for a period of five
VEUTS,
H Records tobe masnfained hy the provider include!
(A)  copiesofnotifications madetothe ootmission concerning reolaimed water
projents.

-(B)  asapplicable, copies of contracts made with eachireclaimed water user (tids
reguirement doss notinchide reclatmed water users st residences that havo
separate distribution lines for potable water),

() ‘Qcoiords of vohwne of watér déltvered to each recliimed water user per
clivery,
: (D reclaimed water qu&lity analyaes,

(b)  The reclaimied watet producer shall report to the oommission on a monthly bagis the
follewing information on forms firmished by the exesutive direotor.. Such reports ars due
to the-commisgion by the 20th day of the month following the reporting periad.

(1)  volume of reclaimed water delivered to provider.

2 guatity of reslaimed water delivered 1o & user or provider reporiedd a¢ & monthly
average for each quality oriteria exoept thoso listed ag "not to exeesd" which ghall
be teported se individual anslyses,

(&)  Monitoring requirernents contsined in the avthorization are suspended from the effestive

VI

VIL.

VHL

date of the authorlzation until the reolaim water is transferred, The provider shall provide
writtens notloe to the Austin Office, Reglatration, Review & Repotiing Division;, Water
Quality Application Feam (MC 161) and the Region 9 Offics of the Comemission thirty (30)
days ptior to-ttansfet. _

Transfer of Reclaimod Water.

Reclaimed water transferred from a providet to a user shall be done on # demand only basis, This
means that the reclaimed water nser may refuise delivery of such water at any time, All reclaimed
watet franafarred to 2 nsermustbe of at least the treatment quali 1ty speoified in Seetion IV, Transfer

shall be accomplishied via pipes or tank trucks,
Genets) Prokifbitions,

Except for on-channel t;ends, storags facilities for retaining reclalmed water prior to use shall not
be located within the floodway and ghall be proteoted frorm the 100-year flood, .

Restriotions,

This sutkorization doos not convey any properfy-right and does not grant any exclusive privilege,
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Responsibilities and Contracts,

)
ugers, except 85 provided in this pootion, Both the reolaimed water provider and naer have,
but are not limited to, the following responsibilities:
{1)  The reclaimed watst producet shall;
(A)  transfer recluimed water of ot Ieast the mminnun qualify required by. thm
chapter st the polnt ofidelivery tothe uger for the speoified use; - .
B)  sample aufl analyze the redlaimed water and report aush analyses in .
¢ aogordanue with Ssetions IV and V yelating o Bamplingand Ana,lysus and
Record keeping and Rq}orﬁng, respestively; and
(=) . notify the exeenlive dircolor in writing within five (5) days of o‘btairﬂng =
knowledge ofreclatined watermusenot author:zod by the executive dlrccto:r's
oo . Ureoldimed] watér uge: approvm. A o
Sy - ’Tho rccla1mcd waterprovider shalli” - - IR
- {A) .. sssuze eonstruvtion of reclaimed waber dwtnbut;on lines/systmns in.
i gosordance with:30 TAC Chapter 517 and in aegordene: with- approved-
o0 plansand specifientions;” * -
o B ,tremsferroclaimed water ofat-least the minirmum. quulity requimd by ﬂ-us
"o shapfer.at the point of delivery 1o the user for the specified use; "
() notify the exeontive direstorin-writing within five (5) days: ofobbam:mg‘
© knowledge ofreslaimed witet use not anthorized by the executive dmacmr‘s
S reslgimed witer nst.approval; and
@) nof’befornd in vivlation of t‘hxs chapter for the misuse of the reolaimcdi
“ rater by the uger 3 transfer of such wuter is shul off promptly npon*
" knowledge ofmisuse regﬂrdlcﬁs of contract provisions,
(3 Thie :rec:laimed wateruger shall; T
TAY e the reslulimed water in seordance with this authorizat on; and
(B)  maintgin and provide records.as required by Sactxon 10 relating to Racord
keepmg nnd Rsporhng
anomement

The progucer of reclaimed water will not be liable for misapplication of renlaimed water by

If the- produom', prrovzder and/or uscr falls- o comply with the terms 'of this authorizatxon, the
_exeoutive divector sngy take enforcement.action provided by the Texas Water Code, §§26.019 and

26,136,

Hpecial Provigions.

The Sandy CreakEnergyAssoctatbs is puthorize to treat the Type [ effluemto Typolthatam ou‘tlms
under 30 TAC Chapter 210 for fire protection within thelr facilivy,

Standard Provisions,

(®)
()

This anthorization is wranted in sccondnnce with the Texas Water Code and the rules and
other Orders of the Commission and the Jaws of the Btate of Texas.

Agcgptanee of this autborization sonstitutes sn acknowledgment and agreement that the
provider atad user will comply with ell the terms, provisions, conditions, limitations and
restriotions embiodied In this authorization and with the rules and other Orders of the
Commission sud the laws of the Btato of Texas, Agrecment is a sondition prcccdcnt to the

granting of‘thw authoﬁzatmn

My

SRR PR S
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WATER AND WASTEWATER POLLUTION CONTROL EQUIPMENT

Sandy Creek — Raw Water Pre-Treatment System
ECL Item Number W-58

Statutes and Regulations

30 TAC 288 governs the conservation and reuse of water for industrial users.

Property/Equipment Description

The raw water pre-treatment system clarifies, disinfects, and neutralizes water from the Waco
Metropolitan Area Regional Sewage System (“WMARSS”). The water supplied by WMARSS
is grey water that meets the guidelines as Type I Effluent as specified in the TAC. The
equipment included in the raw water pre-treatment is the 11 mile intake piping, chlorine
treatment, solids contact units utilizing coagulant and coagulant aids, and lime and soda ash
injection for pH adjustment. Also, a storage pond prior to treatment and a storage tankgpost
treatment are utilized. By treating and utilizing grey water, the Sandy Creek Power Genetation
Facility (“Sandy Creek” or the “Facility”) eliminates the need to utilize fresh water supplies in

the area. i

The ECL states that Item Number W-58 includes the following, “Installed systems, excliging -

cooling towers, that clean, recycle, or reuse wastewater or use grey water or SIorm wa

order to reduce the amount of a facility’s discharge or amount of the new water used as process
or make-up water including Zero Discharge Sources” (emphasis added). The raw water
pre-treatment system treats grey water (effluent from the WMARSS) in order to reduce-the
amount of new water that the Facility uses as process or make-up water. B

" The raw water pre-treatment system does not include equipment that conditions water vpric:}'r to
use in the boiler or cooling towers such as equipment used for demineralization, neutralization,

and adding corrosion inhibitors.

The raw water pre-treatment system is currently construction work in progress (CWIP).

DRAFT Tax Relief for Pollution Control Property Application

TCEQ-00611 (Revised January 2008) Page 5 of 6
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Dynegy Inc.
133 South Fourth Street, Suite 306
Springfield, IL 62701-1232

A,

DYNEGY

September 8, 2009

Joseph Thomas

TCEQ - Cashiers Office MC-214

Tax Relief for Pollution Control Property Program
P.0. Box 13088 : :

Austin, Texas, 78711-3088

Subject: Response to Administrative Review of Use Determination Application 13256 for
Sandy Creek Energy Associates LP et al’s Sandy Creek Power Generation Facility

Dear Mr. Joseph Thomas:

On February 17, 2009, Sandy Creek Energy Associates LP et al (“SCEA”) submitted Use
Determination Application 13256 (the “Application”) to the Texas Commission on
Environmental Quality (“TCEQ”). The Application is a Tier 1 application for the Raw Water
Pre-treatment System at the Sandy Creek Power Generation Facility (“Sandy Creek” or the
“Facility”) located in Riesel, McLennan County, Texas. The Application was filed as Reclaimed
Water System, under Part A of the Equipment and Categories List (“ECL”), item number W-58.
Ttem No. W-58, under Part A of the ECL, states the following as qualifying:

“Installed systems, excluding cooling towers, that clean, recycle or reuse wastewater or

use grey water or sform water in order to reduce the amount of new water used as
process or make-up water including Zero Discharge Systems.” '

In a letter dated August 6, 2009 to Mr. Minor Hibbs, Special Assistant, Chief Engineers Office,
TCEQ, SCEA submitted further clarification regarding the Reclaimed Water System and its
qualification for a pollution control property tax exemption. '

On August 19, 2009, the TCEQ responded with a request for additional information as follows:

“The application does not provide sufficient information on the components of the
reclaimed water system. Please provide a detailed list of all the components that make
up this system, as well as a process flow diagram showing this and related systems firom
the inlet pipeline to the discharge point for wastewater from the facility (if any). Please
label each piece of equipment identified on the process flow diagram.” '

In response to this request, SCEA marked up process and instrumentation diagrams as well as the
water balance. In these marked up versions of the drawings, SCEA defines the pieces of
equipment included in the Application as well the typical process water freatment system
equipment that was excluded from the Application. SCEA also included a summary list of
equipment matching the equipment tags to the equipment description. SCEA also enclosed the
drawing showing the pipeline that supplies water from WMARSS to the Facility.




Mr. Joseph Thomas

Texas Commission on Environmental Quality

Tax Relief for Pollution Control Property Program
September 8, 2009

Page2

We look forward to hearing from you. If you have any additional questions or concerns, please
contact me at (217) 492-6612. -

Very truly yours,

AZ/ (W
Rk Barton
Sr. Director, Property Tax

Dynegy, Inc.

Enclosure
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Ttem Number Description
Reclaimed Water System — Included Assets

CXX-008 Coagulant Aid Tote
CXX-033 Mixing Serpentine
LFS-001 Solids Contact Unit Slurry Sump
P-021A Treated Water Transfer Pump
P-021B Treated Water Transfer Pump

- PFLT-006 Filter Press
SCU-003A Solids Contact Unit
SCU-003B ‘Solids Contact Unit .

- SCU-003B Solids Contact Unit
SLO-007 Lime Silo
SKD-014 Thickener Discharge Pump Skid
SKD-015 Coagulant Feed Pump Skid
SKD-015 Coagulant Feed Pump Skid
SKD-016 - Coagulant Aid Feed Pump Skid
SKD-018 Dewatering Polymer Feed Pump Skid
SKD-020 Lime Feed Pump Skid
TNK-009 Treated Water Surge Tank
TNK-010 Coagulant Storage Tank
TNK-011 : Sodium Hypochlorite Storage Tank
TNK-022 Lime Slurry Tank
Reclaimed Water System — Excluded Assets
FLT-004A Service Water Pressure Filter
FLT-004B Service Water Pressure Filter
FLT-004C ' Service Water Pressure Filter
SKD-012 Filter Backwash Pump Skid

SKD-019 Air Scour Blower Skid
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DYNEGY
Richard Barton
Senior Director, Property Tax

Dynegy Ing,

133 South Fourth St.:Suite 306
Springfield, IL 62701

(217) 492-6612

Angust 6, 2009

Via email (mhibbsirceq. stote.tx, us)
and Certified Mail/Retiern Receipt Requested

Mr. Minor Hibbs ’

Special Assistant, Chief Engineer’s Office
MC 168

Texas Commission on Environmenta] Quality
12100 Park 35 Circle

Austin, Texas 78753

Re; Letter for TCEQ Legal Counsel Review of the Sandy Creek Energy Associates LP et al’s

Use Determination Application SC-2008-8 for Pollution Control Property Tax Exemption

ofthe Reclaimed Water System at the Sandy Creek Power Generation Facility

lDear Mr. 'Hibbs:

As you are aware, Sandy Creek Energy Associates LP et al. (“SCEA” or “we”) has submitted
Use Determination Application 3C-2008-8 (the “Application™) to the Texas Conumission on
Environmental Quality (“TCEQ”). The Application is a Tier I application pertaining to the Raw
Water Pre-treatment System at the Sandy Creek Power Generation Facility (“Sandy Creek” or

the “Facility”) located in Riesel, McLennan County, Texas. Tier I applications encompass

property defined in Part A of the Equipment and Categories List (“ECL”).
I BACKGROUND: '

We prepared this letter at your request (in a telephone conversation with Rick Barton, Dynegy’s
Property Tax Manager) for presentation to TCEQ’s legal counsel regarding consideration of the
Raw Water Pre-treatment System installed at Sandy Creek as property tax exempt pollation
control equipment. This pre-treatment system clarifies, disinfects, and neutralizes wastewater
received from the Waco Metropolitan Arca Regional Sewage System (“WMARSS™). This
pre-treatment system is also known as the “Reclaimed Water System” (and will be referred to as
such herein) because the wastewater water received from WMARSS is recycled to avoid
depleting state surface waters or ground water.
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1l. RECLAIMED WATER SYSTEM DESCRIPTION

The equipment associated with the Reclaimed Water System covered by the Application for
property tax exemption includes only that equipment above and beyond the typical raw water
treatment equipment that would normally be used by a coal-fired electric generation facility to
produce water for process purposes. : '

The Reclaimed Water System includes:

the 11 mile intake piping; -

chlorine treatment system,

‘solids contact units utilizing coagulant and coagulant aids; and
lime and soda ash injection for pH adjustment.

® 8 ® O

There is also a storage pond for wastewater storage prior to treatment as well as a tank for post
treatment storage. ’

The Application does not include the conventional raw water treatment systems typically found
at coal-plants using process water from a potable water source or on-site wells. These
conventional water systems (which are not included in the Application) consist of multi-media
filters, reverse osmosis units, mixed bed demineralization equipment, and associated tanks and
piping used to further treat the water to process standards. '

~ Accordingly, the Reclaimed Water System covered by the Application.is used wholly as
pollution control equipment for the Facility.

III. DISCUSSION OF PROPERTY TAX EXEMPTION APPLICATION AND
ELIGIBILITY

A, Basis for Tier I Application

The first step in the application process is the determination of the appropriate tier level for an
application. In this case, the Application is appropriately classified as a Tier 1 .application
because the pollution control equipment at issue is specifically listed in Part A of the ECL,
30 T.A.C. § 17.14(a). Specifically, the Reclaimed Water System falls squarely under
Item W-58, Water Recycling Systems, which includes: '

“Installed systems, excluding cooling towers, that. clean, recycle, or reuse
wastewater or use grey water or storm waler in order to reduce the amount of a

© facility's discharge or the amount of new water used as process or make-up
water including Zero Discharge Systems.” (Emphasis Added.)

While Item W-58 encompasses a variety of water recycling systems, for purposes of
- Sandy Creek’s Application, it contains three key elements: (1) an installed system that is not a
cooling tower, (2) that reuses wastewater, (3) to reduce the amount of new water used as process
water or make-up water. The Reclaimed Water System satisfies each of these three elements.
To wit: :
(1)°  The Reclaimed Water System as defined in the Application (and as described
above) does not include cooling towers.




Mr. Minor Hibbs

TCEQ

August 6, 2009

Page 3

(2)

E.

The Reclaimed Water System “reuses” wastewater, specifically, wastewater from
WMARSS. The term “reuse” 1§ defined i TCEQ’s water conservation rules
(30 T.A.C. § 288.1) as: :

“'The authorized use for one or more beneficial purposes of use of
[sic) water that remains unconsumed after the water is used for the
original purpose of use.and before that water is either disposed of
or discharged or otherwise allowed to flow into a watercourse,
lake, or other body of state-owned water.” '

The WMARSS wastewater that supplies the Reclaimed Water System is
‘wastewater originally used by résidents of the Waco metropolitan area that has
been tredted by WMARSS and would otherwise be discharged in due course into
the Brazos River. The purpose of use of the wastewater by the Reclaimed -Water
System is a “beneficial use” pursuant to the TCEQ’s regulations regarding the
Use of Reclaimed Water. The TCEQ’s regulations define “beneficial use” as “an
economic use of wastewater . . . which takes the place of potable and/or raw water
that could otherwise be needed from another source.” 30 T.A.C. § 210.3. If the
Reclaimed Water System had not been installed to permit the Facility to reuse the
WMARSS wastewater, then an estimated 8,788 gallons of raw water per mimuite,
or 12,654,720 gallons per day, would be needed from another source (or sources)
to satisfy the Facility’s water needs. Thus, the Reclaimed Water System reuses
wastewater. ‘

As referenced above, the Sandy Creek Facility requires an estimated 8,788
gallons of process water per minute, or 12,654,720 galions per day. In the
absence of the Reclaimed Water System, these very substantial water needs would
have to be met with new water obtained either through the pumping of local
groundwater or the diversion of surface water pursnant to newly obtained water

‘rights. The Reclaimed Water System is designed specifically for the purpose of

reusing wastewater from WMARSS to not just reduce, but eliminate the amount
of new water used as process water af the Sandy Creek Facility.

Interpretation of Ftem W-58

‘We understand that TCEQ has suggested that Ttems W-58 of the ECL may apply only to systems
that reuse wastewater generated exclusively on-site. Respectfully, we believe there is no basis
either in the description of Item W-38 itself, Section 11.31 of the Texas Tax Code, TCEQ’s
regulations in 30 T.A.C. Chapter 17, or TCEQ’s guidance on Property Tax Exemptions for
Pollution Control Equipment (the “Program Guidance”), for limiting the applicability of the ftem
in that manner.

Item W-58 provides three distinct ways in w’hich a water recycling system may be used for
poliution control purposes. They are systems that:

¢
(D)

(iii)

clean, recycle, or reuse wastewater;
use grey water or storm water to reduce the amount of a facility’s discharge; or

use grcy water or storm water to reduce the amount of new water used as process
-or make-up water. 30 T.A.C. § 17.14(a) (Part A).
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The regulation was drafted in the disjunctive. The use of the word “or” makes clear that any of
the three uses qualifies as pollution control equipment. '

To the extent that the “on-site” interpretation results from a narrow focus on the language in the
description of Item W-58 which reads, “...in order to reduce the amount of a facility’s
discharge...,” we point out that such a limited reading disregards the alternative, accepted
purpose set forth in Item W-58 for covered water recycling systems. That language reads: “...or
the amount of new water used as process or makeup water..” (emphasis added). An
interpretation disregarding the alternative provision in W-58 is inconsistent with Texas law. The
Texas Supreme Court has beld that when construing a statute, effect should be given to all
words. Words should not be trecated as surplusage. State of Texas v. Shumaker, 199 S'W.2d 279,
287 (Tex. 2006). Administrative rules are construed in the same manner. See Rodriguez v.
Lioyds Ins. Co., 997 S.W. 2d 248, 254 {Tex. 1999). Thus, regulations and statutes must be

construed in a manner to give meaning to each of their parts. A narrow reading focusing

exclusively on reduction of discharge disregards the other uses set forth in Item W-58. The use
of the disjunctive “or” means “in the alternative” and requires that alternatives be treated
separately. This is black letter law /n Re BNS., 247 S.W. 3d 807, 809 (Tex. App. — Dallas 2008,

110. pet),

Further, interpreting ECL Item W-58 to limit its applicability to reuse of wastewater generated
on-site is contrary to the State’s legitimate interest in conserving precious water supplies, and
specifically to the objectives of 30 T.A.C. Chapter 288, which broadly seek to promote the
beneficial use of wastewater or other reclaimed water in order to conserve and protect surface
waters and groundwater. Finally, we note that in other instances where an Item on the ECL is
intended to address a site-specific use of waste water, that intent is specifically articulated.”

We respectfully urge TCEQ to recognize the applicability of ECL Item W-58 in light of the

compelling environmental benefits provided by the Facility’s reuse of the WMARSS wastewater

rather than new groundwater or surface water. If TCEQ intends to limit the applicability of Item

W-58 solely to wastewater generated on-site, we respectfully request that TCEQ advise us of the
statutory or regulatory basis supporting that decision. Moreover, as described below, treatment

of wastewater generated off-site provides no less overall benefit to the site or the community
" generally. : '

! Similarly, while Reclaimed Water Authorization No. 11071-0001 was issued to WMARSS as a reclaimed water
provider, under 30 T.A.C. § 210, the applicant on .a Reclaimed Water Authorization cannot be dererminative of who
may qualify for a pollution control equipment exemption. Further, if this requirement were superimposed on ltem
W-58, i.c., that wastewater, or storm water, or grey water used to reduce discharge or make-up water is limited to
that which is generated on-site, the Item would lack utility. The rule simply does not and cannc! reasonably contain
such a restriction. For example, the rule allows an exemption for equipment that utilizes “stormwater.” An

interpretation of the rule to mean that the equipmen treat only that stormwater generated exclusively on-site may be -

a virtual impossibility considering that sheet flow from neighboring properties could and would be captured for use
or TCUSC. .

? For example, Item W-59 deals with wastewater treatment facilities or plants. To qualify, the facility must be
“constructed to process waslewater generated on-site” 30 T.A.C. § 17.14(a) (Part A, Jtem 59). It is clear that wher
the control equipment must use wastewater generated on-site, the item so states. '
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B. Decision Flow Chart Analysis

The second step in the application process is to evaluate the eligibility of the equipment for
which the positive use determination is sought under the TCEQ’s Decision Flow Chart,
published at 30 T.A.C. § 17.15(a). For purposes of this.-discussion, the flow chart requires the
applicant to make two critical determinations. ‘ '

The first determination, in Step 3, is whether an adopted environmental rule or regulation is
being met (or exceeded). Ifno, Step 4 stipulates that the equipment is not eligible. Ifyes, Step 5
asks whether the equipment provides an environmental benefit at the site. As the following

discussion indicates, the Reclaimed Water System meets each of these essential criteria and,

therefore, should be granted a positive usc determination by TCEQ.
1. Is.an adopted environmental rule or regulation being met?

Section 17.10(d)(4) of TCEQ’s regulations requires the use determination application to identify
“the specific law, rules, or regulations that are being met or exceeded by the use, installation,

construction, or acquisition of the pollution control property.” SCEA’s original application cited

30 T.A.C. Chapter 288, which contains TCEQ"s rules regarding waler conservation plans,
drought conservation plans, and conservation and reuse of water generally. The application:did
not identify the specific regulation in Chapter 288, nor did it identify the statute implemented by
the relevant provisions of Chapter 288.° This may have contributed to TCEQ’s questions
regarding the eligibility of the Reclaimed Water System for a positive use determination.” To
address any such questions, we take this opportunity to identify the specific statutory and
regulatory provisions the Reclaimed Water System is designed to and will in practice meet or
exceed. ' ' '

{a) Texas Water Code § 11.1271

For reasons described in detail below in the discussion of the environmental benefit prbvided by
the Reclaimed Water System, 8CEA. desired to avoid the use of groupdwater to supply the
Facility due to the significant negative environmental impacts groundwater use would entail.

The other traditional alternative source of water is surface water. Surface waters within the State

of Texas are the property of the State of Texas,” and no person may appropriate any state water

without first obtaining a permit from TCEQ.® _ :

Texas Water Code Section 11.1271 requires an applicant for a new water right to formulate and
submit a water conservation plan and adopt reasonable water conservation measures, and directs

- TCEQ to adopt rtules concerning submission of water conservation plans. The term:

“conservation” is defined in Section 11.002(8)(B) as “those practices, techniques, and

technologies that will reduce the consumption of water . . . or increase the recycling and reuse of-

water so that a water supply is made available for future or alternative nses.” The Reclaimed

3 To the extent the Agency deems necessary, we will amend our application to provide this greater specificity.

4 While there is no rule mandating Sandy Creek nse the wastewater from WIMARSS as a raw water source, any such
emphasis would be misplaced, particularly with regard to Item W-58, which addresses recycling of wastewater, grey
water, and stormwater. We are not aware of a regulatory requirement mandating that any regulated actor
specifically use grey water or. stormwater to reduce the amount of a facility’s discharge, and for that reason it is
-unreasonable 1o hold that Jtem W-58 as applied to Sandy Creck should be interpreted that way.

5 Texas Water Code § 11.021(a),

9§ Texas Water Code § 11.121.
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-

Water Systemn falls within this definition of a water “conservation” measure. SCEA identified
the Reclaimed Water System as a reasonable technological alternative to reduce the consumption
of new water at the site by reusing wastewater from WMARSS. Thus, the Reclaimed Water
System not only meets an adopted environmental rule, but eliminates the need to obtain a direct
water right that would have permitted SCEA to appropriate state-owned water from the Brazos
River or Lake Waco for ongoing and continuous use.” Accordingly. the Rerlaimed Wotor
System exceeds this adopted envirnnmental statute.

®) 307T.A.C. §288.7

Section 288.7 was adopted to implement Texas Water Code § 11.1271 that .reciﬁires TCEQ to
adopt rules concerning submission of water conservation plans. This regulation stipulates as

follows:

(a) A water conservation plan submitted with an application for a new or
additional appropriation of water must include data and information
which: ' '

(1) supports the applicant's proposed use of water with consideration
of the water conservation goals of the water conservation plan; :

(2) evaluates conservation as an aliernative to the proposed
appropriation; and

(3) evaluates any other feasible alternative to mnew -water
development including, but not limited to, waste prevention, recycling and
reuse, water. transfer and marketing, regionalization, and optimum water
management practices and procedures.

(b) 1t shall be the burden of proof of the applicant to demenstrate that no

- feasible alternative to the proposed appropriation exists and that the
requested amount of appropriation is necessary and reasomable for the
proposed use. ' ‘

7 pursuant to SCEA’s contract with the City of Waco, the City of Waco obfained an Amendment to its existing
Certificate of Adjudication (Certificate No. 12-2315C) (the “Amended Certificate”), authorizing the diversion of an

additional 58,200 acre-feet of water per year from Take Waco on the Bosque River from a diversion sirxcture

located on land owned by the City of Robinsen. The additional water rights were for industrial uses, and under the

. aforementioned contract served as a buckup water supply in the event that WMARSS was unable to provide

sufficient quantities of reclaimed water to meet the Facility’s needs, Further, the Amended Certificate specifically
requires the City of Waco to implement a water conservation plan as required by 30 T.A.C. § 288.3, and that any
contract customer of the City do the same within 90 days prior to the diversion of water for industrial purposes. See
Amended Certificate, Par. 5.A. and B. Accordingly, installation and use of the Reclaimed Water System as a water
conservation measure nonetheless meets or exceeds the requirements of Texas Waler Code § 11.1271, 30 TA.C. §
288.3, and the Amended Certificate.

¥ We understand that TCEQ acknowledges that, because Sandy Creek is obligated to meet storage requirements
under limitation I(¢) of the Authorization, the reclaimed water storage pond should be eligible for a positive use
determination, It is important to note that SCEA is required to treat Type I effluent to Type 1 standards for fire
protection uses. The system to be installed by SCEA will be used to treat all Type 11 effluent to Type 1 standards,
thus exceeding the minimum usage criteria in the Authorization and the requirements for on-site grey waier usage
established by the TCEQ. See 30 T.A.C. §§ 210.32-33. '
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. Regarding subparagraph (a)(1), given the feasibility .of the reuse of WMARSS wastewater

through implementation of the Reclaimed Water System, SCEA asserts that proposing the use of
surface water as the primary supply for the Facility would not reasonably consider the water
conservation goals of the water conservation plan. Thus, implementation of the Reclaimed

. Water System was necessary to meet the requirement of Section 288.7(a)(1).

Regarding subparagraph (a)(2), any water conservation plan developed in support of a water
right application for the Facility that properly evaluated conservation as an alternative to the
proposed appropriation would lead to the conclusion that the conservation alternative, ie.,
installation of the Reclaimed Water System, is the preferred alternative. Accordingly,
implementation of the Reclaimed Water System.was necessary to meet the requirement of

Section 288.7(a)(2).

Regarding subparagraph (a)(3), SCEA determined that recycling and reuse of the WMARSS
wastewater through-implementation of the Reclaimed Water System was a feasible alternative to
new. water development. Accordingly, implementation of the Reclaimed Water System was

required to meet the requirement of Section 288.7(a)(3).

Finally, in light of the foregoing analysis, SCEA would not have been able to meet the burden of
proof established in Section 288.7(b) to demonstrate that no feasible altermative-¢to an
appropriation of new water rights existed conceriing the Facility, or that a new appropriation
was necessary ot reasonable.

In conclusion, given the already impaired groundwater resources in McLennan County and the

water conservation requirements of Section 11.1271 of the Texas Water Code and Section 288.7.

of TCEQ’s regulations implementing that statute, installation of the Reclaimed Water System
was effectively required to provide a source of water for the Sandy Creek Facility.

2. Is there an environmenital benefit af the siie?

Section 11.31(c)1) of the Texas Tax Code requires that an applicant for a tax exemption for
pollution control property submit information in its application detailing “the anticipated

environmental benefits from the installation of the facility, device, or method for:ithe control of

air, water, or land pollution.” In Box 5 of the Decision Flow Chart, TCEQ has interpreted this

- provision to require the pollution control property provide an “environmental benefit at the site.”
P q p property p.

In previous discussions with SCEA, TCEQ has indicated that it believes the Reclaimed Water
System does not provide an environmental benefit at the site because the wastewater being
treated does not come from the site. This interpretation, however, focuses exclusively on the
reduction in volumetric wastewater discharge or the treatment of wastewater. A significant
environmental benefit of the Reclaimed Water System, however, is the elimination of the need to
withdraw more than 12 million gallons per day from the already heavily stressed groundwater
supplies in MeLennan County. ' :

(a) Environmental benefit of avoided groundwater pumping

The Sandy Creek Facility requires an estimated 12,654,720 gallons of water per day. The first
option for obtaining this raw water would be to install groundwater wells at the site to withdraw
the volume necessary for the Facility’s operations.  Withdrawal of this volume of groundwater
(or any material volume of groundwater), however, would severely and detrimentally impact the
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Trinity Aquifer, a significant source of groundwatéer in McLennan and 12 other counties, which

has already been identified by TCEQ and the Texas Legislature as one of the most critically
stressed aquifers in the state. :

Conditions facing the Trinity Aquifer are severe. In 2008, TCEQ issued an order designating a
five-county area including McLennan County as the Central Texas ~ Trinity Aquifer — Priority
Groundwater Management Area. The designation was based on extensive research and
evaluation of the history and condition of the aquifer and the threats facing the aquifer from
increasing development in the region. TCEQ studies found that historical pumpage in a
16-county study area has exceeded effective recharpe, resulting in declining water levels,
removal of water from aquifer storage, and possible deterioration of chemical quality.® The
impact of this reduction in groundwater reserves also impacts natural springs, reducing surface
water supplies and quality, and impacting species that rely on surface water. ' The greatest
groundwater Jevel declines in the study area are fom wells compleled in (he Trinity Aquifer
Hosston Formation in the Waco metropolitan area of McLennan County, with declines of over
400 feet."" Likewise, the 2007 State Water Plan illustrated that the most significant historical
water-level declines in the state have occurred in the Trinity aquifer in the study area centered in
McLennan County.'” Consistent with these historical findings, TCEQ found that present
pumping rates in McLennan and 11 surrounding countics is already at or above the estimated
long-term sustainable supply. ¥ The TCEQ concluded that McLennan is one of five counties in
the studyI area experiencing or expected to experience critical groundwater problems in the-next
25 years. '

Currently, there are no federal or state agencies with the authority to regulate groundwater-in the
McLennan County area, and TCEQ determined that local governments cannot provide the type
of groundwater regulation required to protect groundwater resources,”” The task of regulating
groundwater resources falls to groundwater conservation districts (“GCDs”), which are charged
by statute with the power to enact rules requiring well permits, regulating spacing of wells, and
regulating groundwater transfer. 1% However, while a McLennan County GCD was authorized by
the 80" Legislature, it has yet to be confirmed by voters. Further, its authorizing legislation
requires that the GCD include at least one adjacent county by September 1, 2011 or tghe GCD

will be dissolved. 17 The GCD also must be authorized by voters by September 1, 2012,

In response to the critical issues facing the Trinity Aquifer in McLennan County,-TCEQ issued
an Order on October 21, 2008 establishing the Central Texas — Trinity Aquifer — PGMA to cover
McClennan, Bosque, Coryell, Hill and Somervell Counties. Under Section 35.007(a) of the
Texas Water Code, PGMA’s are “those areas of the state that are experiencing or that are

% An Order Designating the Central Texas — Trinity Aquifer —~ Priority Groundwater Management Area and
Approving the Executive Director’s Recommendations Regarding Groundwater Conservation Districts in the
PGMA, TCEQ Docket No. 2008-0099-MI8; SOAII Docket No. 582-08-1502 (“PGMA Order”), Findings of Fact §
22. : ‘ , \

‘14, 9 35. :

Mra,q23.

Y r1d., 923, ‘

¥ PGMA Order, Findings of Fact § 25.

“rd., 937

15 1d., 9 40.

' 14,9 41.

17 1d.,9 57.

'8 7d., Conclusions of Law — Creation of a District § 7.
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expected to experience, within the immediately following 25-year period, critical groundwater
problems, including shortages of surface water or groundwater, land subsidence resulting from
groundwater withdrawal, and contamination of groundwater supplies.”

The TCEQ’s designation of a PGMA for the area including McLennan County is definitive
evidence of the environmental harm that would result if the Sandy Creek Facility installed
groundwater wells to supply some or all of the more than 12 million gallons of water per day that
are required by fthe Facility, Thus, by drawing process water from the WMARSS wastewater
discharge rather than using groundwater, the Reclaimed Water System is providing a highly
significant environmental henefit, which also occurs at the site.

()] Environmental benefit is occurring “at the site”

There can be no dispute that the environmental benefit produced by eliminating the need for
groundwater use is occurring “at the site,” because the site is- located in McLennan County,
where the most significant groundwater level declines in the state are occurring, according to
TCEQ. '

While it is true that the environmental benefit provided by the Reclaimed Water System, will be
shared across the entire PGMA, that cannot be a basis to reject an application. In fact;. the
authorizing statute (Texas Tax Code § 11.31(1)(c)) does not expressly require a showing ‘that the
environmental henefit be “at the site,” let alone exclusively at a site. The requirement that the

environmental benefit occur at the site is included in TCEQ’s decision flow chart at 30 T.A.C, .

§ 17.15(a), but nowhere is it required that the environmental benefit be restricted to the site
itself Not only would such a restriction be contrary to the purpose of the statute and the goals of
the legislature, it would be inconsistent with TCEQ’s own application of the requirement. For
example, TCEQ has issued property tax exemptions for the installation of emissions scrubbing
equipment at facilities. While this equipment cleans the emissions from the site at which it
installed, the benefit of reduced emissions is experienced across the local area and airshed in
which the site is located. In the case of Sandy Creek, the Reclaimed Water System is eliminating
the need for groundwater pumping at the site, which benefits both the site and the entire PGMA,
Preserving the groundwater resources (as well as surface water resources) provides benefits to
the region and at the site itself. While the benefits to the region and the site’” itself may not be
susceptible to precise quantification, there can be no doubt that the benefits exist-(and TCEQ’s
rules do not require that the benefit be quantifiable™). :

Furthermore, in previous cases addressing TCEQ’s imposition of the “at the site” requirement for
the environmental benefit, the Executive Director stated that the purpose of the requirement is to

“ensure[] that the taxpayers who absorb the pollution tax burden immediately benefit from the

pollution being controlled as a result of installation of the equipment. . . . Environmental benefit
at the site provides the quid pro benefit to the counties deprived of tax revenues when an item is

9 The system provides other benefits to the site as well. As discussed above, SCEA intends to treat the Type II
effluents it receives to Type 1 standards. The treatment to Type 1 standards will meet or exceed other rules and
standards and provide benefits to the site. Additionally, potential human exposure to constituents typically found in
Type 11 effluent from fugitive emissions will be further limited by the treatment to Type 1 standards.

20 See, e.g., Executive Direcior's Response Brief (o Valero Refining - Texas, L.P., Diamond Shamrock Refining

Company, L.P., and the Premcor Refining Group, Inc.'s Appeal of the Executive Director’s Negative Use

Determinations, TCEQ Docket Numbers 2007-0732-MIS-U through 2007-0740-MIS-U (2007) at 24 (discussing the
origin of the TCEQ’s environmmental benefit “at the site” requirement and noting that the Executive Directar heeded
comments to remove a qualifier that would have required the benefits at the site to be “quantifiable™).
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o . . . . vl . . . N
taken off the tax roll as a result of a positive use determination.”' The Executive Director’s

statement confirms that the benefit must not be restricted to the site; reading it otherwise would
deprive those taxpayers in the vicinity of the site from the very benefit that the requirement is
designed to ensure. The benefits provided by the Sandy Creek Facility’s use of reuse of
wastewater from WMARSS in place of raw water from the region’s critically stressed aquifer,
which prevents further degradation of the quality and availability of the primary source of
drinking water for McLennan County as well as contributing te (urther subsidence in the region,
provides precisely the type of immediate and significant benefit at the site that TCEQ’s rule
requires. }

The broad environmental benefits provided by the Reclaimed Water System both at the Sandy
Creck Facility itself and to the Central Texas — Trinity Aquifer PGMA generally, are precisely
the sort of environmeéntal benefit that provides significant value to the State of Texas and for
which a property tax exemption should be granted. : :

IV. CONCLUSION

In conclusion, SCEA believes that the Reclaimed Water System falls squarely within the
parameters of Item W-58 of the ECL, Water Recycling Systems, because it is an installed system:
that reuses wastewater in order to reduce the amount of new water used as process water or
make-up water at the Facility, SCEA believes that no valid, legal basis exists to disregard the
plain language of Item W-58 and limit its applicability solely to' systems that reuse wastewater
generated exclusively on-site. Accordingly, the Application is appropriately classified as a Tier 1
application under Item W-58. :

As required by TCEQ's flowchart, published at 30 T.A.C. § 17.15(a), the Reclaimed Water
System meets or exceeds an adopted environmental rule or regulation and provides an
environmental benefit at the site. The adopted rules being met or exceeded inchude, ‘without
limitation, the water conservation requirements of Texas Water Code Section 11.1271 and 30
T.A.C. Chapter 288 (specifically, Section 288.3 and 288.7). The Reclaimed Water System meets
or exceeds these rules because it implements a reasonable, technological alternative to reduce
consumption of new water at the site by reusing wastewater from WMARSS, thereby eliminating
the need to obtain or draw upon a surface water right. The Reclaimed Water System provides a
significant environmental benefit at the site by also eliminating the need to withdraw massive
quantities of groundwater to meet the Facility’s needs. In light of the significant depletion of the
Trinity Aquifer already occurring at the site and in the surrounding region, which has led to the

designation of the Central Texas — Trinity Aquifer — Priority Groundwater Management Area, -

use of groundwater rather than reclaimed water avoids inflicting further pressure on an already
critically stressed groundwater supply.

Tn light of the above, SCEA believes that the Appl,icétion clearly meets the requirernents of
Section 11.31 of the Texas Property Tax Code. :

We very much appreciate the opportunity to present this additional information in support of our
exemption application. 1f the Agency continues to have any questions or concerns regarding our
application, we would appreeiate the opportunity to meet personally with you and your staff. We
would be pleased to meet at any time that is convenient for you.

M Jd at25.
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Thank you again for your consideration.

Sincercly,
lemnc 2% f“?
e ~{/& // 2577

Rick Barton
Sr. Director — Property Tax

I

M/

S~




‘Received and Original
Forwarded to Dept

Sandy Creek Energy Associates, L.P. FEB 2 0 2009
1000 Louisiana Street, Suite 5800
Houston, T 77002 ' ' TCEQ/Revenue Section

February 17, 2009

TCEQ - Cashiers Office MC-214

Tax Relief for Pollution Control Property Program
P.O.Box 13088 - - _

Austin, Texas, 78711-3088

Subject: Filing of Form TCEQ-00611 (Application for Use Determination for Pollution Control
Property) — Sandy Creek Energy Associates LP et al - Revised Submittal

Dear Sir or Madam:

Sandy Creek Energy Associates LP et al (“Sandy Creek”) received a Notice of Deficiency
(“NOD”) from the Texas Commission on Environmental Quality (“TCEQ”) dated
January 29, 2009 requesting additional information regarding Use“Determination Application
12874 (the “Application”). As you know, this application was submitted by Sandy Creek for
property tax exemption of pollution control property at the Sandy Creek Power Generation
Facility (the “Facility”’) located in McLennan County, Texas. In the NOD, the TCEQ requested

the following additional information:

Issue 1: “The application contains both Tier. I and Tier II properties and contains various
non-integrated equipment under a single application. However, under 30 TAC 17.10(b), an
application can over only individual items or integrated units installed for a common
purpose. Additionally, program policy was changed last spring to allow on a single tier level
in a single application. Therefore, the application will need to be divided into several

~ different applications. Since there is only one Tier Il item in the application, each additional
application will need to cover one Tier I item or integrated unil. Separate fees of $150.00
each are required for each of the Tier I applications.”

Response 1: Sandy Creek has divided the original Application into eleven (11) applications
(the “Applications”) for a revised submittal for property tax exemption per 30 TAC §17. The
first application, SC-2008-1 (revised), includes only the Tier II soot blowing equipment. As
noted in the NOD, it is not necessary to include an additional fee with this revised
application. Use Determination Application 12873 (SC-2008-2) was declared to be
administratively complete by the TCEQ and is not included in this revised submittal:
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The Tier I pollution control property was divided into ten (10) Tier I Applications for the
Facility. The Applications, SC-2008-3, SC-2008-4, SC-2008-5, SC-2008-6, SC-2008-7,
SC-2008-8, SC-2008-9, SC-2008-10, SC-2008-11, and SC-2008-12, include property listed
in Part A of the Equipment and Categories List (“ECL”). An application fee is required to be
submitted along with each of the Tier I Applications, and the fee for each of the Tier I
Applications is $150 for a total fee of $1,500.

Issue 2: ““The application requests use determinations for land used for four different
environmental purposes. When submitting a Tier I application for each type of the land, the
square footage must be provided. Please note that the application for the AQCS land can be
combined with the AQCS equipment itself as the land and system are an integrated unit. This
is also true for the wastewater land and treatment system.”

Response 2: Sandy Creek has included the square footage of land for each of the qualifying

Jand costs and included the land costs in the appropriate Tier I applications.
AN

Issue 3: “When providing an application for the environmental paving, the square footage
of the concrete paving and of the asphalt paving must be specified. In the diagram of the
paving in the application, it appears that the area of the AQCS equipment is included.
However, since this area is not a roadway, that part is not appropriate fo request as
environmental paving. There also appears to be overlap with the land shown for wastewater
ponds, storm water ponds, and the ash landfill; please ensure that the diagrams show the -

area(s) correctly in each application. :

Response 3: Sandy Creek has added the total square footage of Aenlviromnental paving to the
application. A clearer diagram has been provided that shows that the paving surrounds the
AQCS but does not include the area of the AQCS. The access roads to and around the ponds

and landfill are also shown. :

Issue 4: “Under Item #7 of the application (page 4), various rules and laws are cited. When
submitting additional applications, please only list the laws and rules that are applicable to
the item or integrated unit in the specific application. Please note that the permit listed in
the application is not a rule or law and should not be used.” :

Response 4: Sandy Creek has deleted the reference to the permit in the Applications and has
listed only the applicable legislation in each of the eleven (11) applications. :

Issue 5 - “In the entry for asbestos removal and abatement, a regulation from the federal
Occupational Safety and Health Administration (OSHA) is cited. Please note that OSHA
regulations are for worker safety, not environmental protection, and do not qualify items for
property tax exemptions under this program. No environmental rules or laws for asbestos
were noted in the application.”

Response 5: Sandy Creek has omitted the OSHA legislative reference above and added
legislation from the Code of Federal Regulations section for environmental protection and
legislation from the Texas Administrative Code that are applicable for asbestos removal.
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Issue 6: “In the entry for the raw water pre-treatment system the only ECL number listed is
W-58. However, W-58 is for water recycling systems, and the application indicates that your
system uses effluent without recycling, Additionally, the system is used to produce water for
production purposes, so that this system is for production rather than envirommental

purposes.”

Response 6: Sandy Creek believes that the raw water treatment system qualifies as a
pollution control item under BCL Item Number W-58. The ECL states that Item Number
W-58 includes the following, “Installed systems, excluding cooling towers, that clean,
recycle, or reuse wastewater or use grey water or storm water in order to reduce the amount
of a facility’s discharge or amount of the new waier used as process or make-up water
including Zero Discharge Sources” (emphasis added). The raw water pre-treatment system
treats grey water (effluent from the Waco Metropolitan Area Regional Sewage System) in
order to reduce the amount of new water that the Facility uses as process or make-up water.
In order for the pre-treated raw water to be used in the boiler, cooling towers, .or service
water system, additional treatment, including demineralization, polishing, and corrosion
inhibitor addition, must occur. The additional treatment equipment and associated costs are

. not included in the application.

- Issue 7: “The application has an entry for secondary containment, referencing ECL number
.8-6. However, there is no indication in the discussion or in the diagrams of the fucility that
liquids are stored that require secondary containment nor of where the secondary
containment is located. To qualify under S-6, the secondary.containment must be for storage
of liquids. The new application should indicate the location.” :

Response 7: Sandy Creek has clarified the details of the description for the secondary
containment to indicate the locations of secondary containment and the fluids that are

contained therein.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Applications have been

repared using the TCEQ Application for Use Determination for Pollution Control Property
(TCEQ-00611). Submission of these applications is necessary to comply with the NOD, as a
required process step in the TCEQ’s pollution control certification process for tax exemption of
certain assets used in pollution control capacities within the Facility. Enclosed is a check in the

amount of $1,500 for the ten (10) additional Tier I applications.
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The Applications can be summarized as follows:

Application
Tracking
Number

Property

Sandy Creek Power Generation Facility — Soot Blowing

SC-2008-1

Sandy Creek Power Generation Facility — Particulate Emissions

SC-2008-3

SC-2008-3
SC-2008-3
SC-2008-3
SC-2008-3

Property
Intelligent Soot Blowing Equipment

Land

Land Dedicated to the Air Quahty Control System
(AQCS)

Property

Air Quality Control System (AQCS)

Concrete Exhaust Stack

Continuous Emissions Monitoring System (CEMS)
Fly Ash Handling System

Sandy Creek Power Generation Facility - NOx Emissions

SC-2008-4
SC-2008-4

Property
Low NOy Bumers & Over-Fired Air System
Selective Catalytic Reduction (SCR) System

ECL Number(s)

Tier I
Subtotal SC-2008-1

A-1,A-133, A-168

A-1, A-133, A-168

A-182

A-61

A-6,S-21, S-22
Subtotal SC-2008-3

A-88, A-89
A-80
Subtotal SC-2008-4

Sandy Creek Power Generation Facility — Environmental Paving

SC-2008-5  Environmental Paving
Subtotal SC- 2008 5
Sandy Creek Power Generation Facility — Coal Dust Suppression
Property
A-6

SC-2008-6

Property

Coal Dust Supp1essmn

Sandy Creek Power Generation Facility — Asbestos Removal

SC-2008-7

Property
Asbestos Removal and Abatement

M-8

Subtetal SC-2008-6

M-2
Subtotal SC-2008-7

Sandy Creek Power Generation Facility - Raw Water Pre-Treatment

SC-2008-8

Property
Raw Water Pre-Treatment System

W-58
Subtotal SC-2008-8

Application
Amount

$ 16.076.280
$ 16,076,280

$ 18,545

250,498,861
16,296,833
2,105,469

4,542,940

$273,462,648

$ 14,084,199
87,722,721

$101,806,920

$ - 8,936,598
§ 8,936,598

$ 5.336.880

$ 5,336,880

$ 394,198
$ 394,198

$ 50,373,792
$ 50,373,792
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Sandy Creek Power Generation Facility — Wastewater

SC-2008-9

SC-2008-9
SC-2008-9

Land

Land Dedicated to the Wastewater Collection and W-57, W-66 $ 107,810
Treatment System ' ‘

Property ,
‘Wastewater Collection and Treatment System W-57, W-66 24,088,458
Cathodic Protection M-21, T-31 377.048

Subtotal SC-2008-9 § 24,573,316

Sandy Creek Power Generation Facility — Stormwater

'SC-2008-10

SC-2008-10

Land

Land Dedicated to the Stormwater Conveyance and ~ W-57, W-65 $ 48,145
Containment System _
Property | :
Stormwater Conveyance and Containment System ~ W-57, W-65 11,320.603

Subtotal SC-2008-10 $ 11,368,748

Sandy Creek Power Generation Facility ~ Solid Waste

SC-2008-11

SC-2008-11
SC-2008-11

Land ,
Land Dedicated to the Ash Landfill - 8-20 $ 644,682
Property o

Bottom Ash Handling System S-1, S-21 5,815,028
Ash Landfill ’ ‘ S-20 17,332,847

Subtotal SC-2008-11 $ 23,792,557

Sandy Creek Power Generation Facility — Secondary Containment

Property .

SC-2008-12  Secondary Spill Containment _ S-6 8 2,720,535

Subtotal SC-2008-12 § 2,720,535

TOTAL §518,642,472
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Please send a copy of the completed property tax exemption Use Determinations to the foﬂowing
address: .

Ms. Amy Jolley

Sandy Creek Energy Associates LP et al
1000 Louisiana, Suite 5800

Houston, Texas 77002

If you have any questions regardmg the Applications or the information supplied within the
Applications, please contact me at (713) 767-0464.

oy

Mr. Lynn ]:f;nﬂmcky

Very truly yours,

Vice Pre)éld t, Sandy feek Energy Associates, L.P.

Enclosures




Buddy Garcia, Chairman

Larry R. Soward, Commissioner

Bryan W, Shaw, Ph.D,, Commissioner
Mark R. Vicker y, .G, Ewcutwe /)uecto;

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
January 29, 2006

SANDY CREEK ENERGY ASSOCIATES Lp ET AL
AMY JOLLEY'

1000' LOUISIANA, #5800

HOUSTON TX 77002-

This letter is to inform you that during the administrative review of Use Determination
Application, 12874, the reviewer has determined that additional information is required. This
apphcatmn was: ﬁled f01 the followmg facﬂlty : .

SANDY CREEK POWER GENERATION FACILITY

RATTLESNAKE RD
RIESEL TX 76682

The adchtmna 1nformatlon requn ed is:

Issue 1: The apphcaﬁon contains both Tier I and Tierl propertles and contains various
non-integrated equipment under a single application. However; uiider 30 TAC 17. 10(b), an
application.can cover only individual items or mtegl ated units installed for a common purpose.
Additionally, program policy was changed last spring to allow on a single tier level in a §ingle
application. Therefore, the application will need to be divided into several different
applications. Since there is only ene Tier II item in the application, each additional application
‘will need to cover one Tier I item.or 111tegrated unit. Separate fees 0f' $150.00 each are required

for each of the Tlel I apphca‘uons

Issue 2: The application 1'equests use determinations for land used for four different

environmental purposes. When submitting a Tier I application for each type of land, the square
- footage must be provided. Please note that the application for the AQCS land can be combined

with the AQCS equipment itself as the land and system are an integrated unit. This is also true

for the wastewater land and tr eatment system

Issue 3: When prov1dmg an application for the environmental paving, the square footage of
concrete paving and of asphalt paving must be specified. In the diagram of the paving in the
application, it appears that the area for the AQCS equipment is included. However, since this
area is not a roadway, that part is not appropriate to request as environmental paving. There
also appears to be ovetlap with the land shown for wastewater ponds, storm water pond, and the
ash landfill; please ensure that the diagrams show the area(s) correctly in each application.




Issue 4: Under Item #7 of the application (page 4), various rules and laws are cited. When
submitting additional applications, please only list the laws and rules that are applicable to the
item or integrated unit in the specific application. Please note that the permit listed in the
application is not a rule or law and should not be used. '

Issué 5: In the entry for asbestos removal and abatement, a regulation from the federal
Occupational safety and Health Administration (OSHA) is cited. Please note that OSHA
regulations are for worker safety, not environmental protection, and do not qualify items for
property tax exemptions under this program. No environmental rules or laws for asbestos

removal were noted in the application.

Issue 6: In the entry for the raw water pre-treatment system, the only ECL number listed is
W-58. However, W-38 is for water recycling systems, and the application indicates that your
system uses effluent without any recycling. Additionally, the system is used to pro duce water-
for production purposes, so that this system is for production rather than environmental

purposes.

~ Issue 7: The application has an entry for secondary containment, referencing ECL number S-6..
However, there is no indication in the discussion or in the diagrams of the facility that liquids
are stored that require secondary containment nor of where the secondary containment is
located. To qualify under S-6, the secondary containment must be for storage of liquids. The

new application should indicate the location.

 Please provide the missing and/or incomplete information as soon as possible. As per 30 TAC

17.12(2)(A) the applicant must respond to a notice of deficiency (NOD) by providing the
additional information required within 30 days of receipt of the NOD or the application will be
returned. Once the additional information has ‘been received the administrative review of this
application will resume. If you have any questions or require any assistance in developing the
additional required information please contact the Tax Relief for Pollution Control Property
Program at (512) 239-0012. Your response may be faxed to 512/239-5768, electronically mailed

to txrelief@tceq.state.tx.us, or sent by U.S. Mail.

oseph Thomas o
Tax Relief for Pollution Control Property Program




Buddy Garcia, Chairman

Larry R. Soward, Commzsszone: ,
Bryan W. Shaw, Ph.D., Commzsszonez
Mark R. Vickery, P.G, Executive Dzrecz‘or

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecz‘mg Texas by Y Reducmg and Preventing Pollution

August 19, 2009

SANDY CREEK ENERGY ASSOCIAT.ES LPET AL
AMY JOLLEY - ‘
1600 LOUISIANA, #5800

HOUSTON TX 77002

This letter is -to inform you that dunng the administrative review of Use Determmatlon
Application 13256 therrevmwer determined that the following information is missing:

" The application does ndt proVide sufficient information on the components -of the reclaimed

" water system. Please provide a detailed list-of all the components that make up this system, as
well as-a process flow diagram showing this and related systems from the inlet pipeline to the
discharge point for wastewater from the facility (1f any), -Please label each piece of equlpment
identified on the plocess flow dlagram : :

Please provide the rmssmg and/or mcomplete mformatlon as soon as possible. As per 30 TAC
- 17.12(2)(A) the applicant must respond to a notice of- deficiency by providing the additional

information required within 30 days of receipt of the notice of deficiency or the application. will -

be.returned. . Once the additional information has been received the administrative review of
this application will resume. If you have any questions or require any assistance in developing
the additional required information please contact the Tax Relief for Pollution Control Property

. Program at (512) 239-0012. Your response may be faxed to 512/239- 5678 electronically .

~ mailed to txrehef@toeq state.tx.us, or sent by U.S. Malil to:

]

Tax Relief for Pollutmn Contr oI Property Program MCl 10

PO Box 13087
Austin TX 78711-3087

Sincerely,

'/»//@

J oseph Thomas
Tax Relief for Pollution Control Pr operty P1 ogram

P.0. Box 13087 ©  Austin, Texas 78711-3087 ° 512-239-1000 o Internet address: www.,tceq.state.tx,us




From: “Barton, Rick" <Rick.Barton@dynegy.com>

To: "JOTHOMAS @tceq.state.tx.us" <JOTHOMAS@tceq,stale.tx.us>

Date: 4/2(2009 4:25 PM. , L _ L o
Subject: FW: Sandy Creek Reclaimed Waler System Use Determination Application,
Attachments: _TCEQ ReclaimWtr Permit 11071-001,pdf .

Joe, the note below came back lo me, let me know if you receive this.

Rick Barton

i

From: Barton, Rick-

Sent: Thursday, April 02, 2009 4:14 PM

To: Joe Thomas {jothomas@tceq.state.tx,us.) .

Cc: Jolley,. Amy; Baker, Don;.Markwick, Harry J; Tuite, Patricia (US - Pitisburgh)
Subject; FW: Sandy Creek Reclaimed Water System Use Determination Application

Joe,

We appreciated the opportunity to discuss the Sandy Creek PowerkGenératidn Facility (“S'andy'Creek.") reclaimed water system
(designated as the raw water pre-treatment system in the Use Determination application) with you during our call on Tuesday.
Based upon this most recent conversation and our previous conversations, we believe that It is important for us to reiterate.and
emphasize that the equipment that has been delineated in the Use Determination application for the reclaimed water system only
includes the .equipment above and beyond the typical raw water treatment equipment that would be utilized by a coal-fired electric
generation facility to produce waler for process purposes. The equipment included in the Use Determination Application includes
the necessary pumps and piping to transport the wastewater from the Waco Metropolitan Area Regional Sewage System’ '
("WMARSS") to Sandy Creek and the equipment instalied at Sandy Creek that is required o pre-treat the water prior to its use for
any purpose. A storage pond that is used to store the wastewater on the Sandy Creek site prior to pre-treatment and a pre-treated
water surge lank are included as part of the system. The application does not include the multi-media filters, reverse osmosis
units, mixed bed demineralization equipment and associated tanks and piping used to further treat the water to process standards..

The equipment included in the application clarifies, disinfects, and neutralizes wastewater from WMARSS. The water supplied by
WMARSS is classified as Type !l effluent and under Reclaimed Water Authorization No. R11071-001, Sandy Creek treats that

- wastewater to Type | effluent standards in order to utilize the reclaimed water as a raw water source in lieu of using ground water or
surface waters of the state. As you are aware, these resources would be heavily impacted by the water requirements at Sandy
Creek and the use of the ground water or surface waters would have a negative environmental impact for the surrounding
community. In order to receive, freat, store, and utilize the-wastewater, Sandy Creek is subject to numerous treatment and storage
requirements as delineated in Reclaimed Water Authorization No. R11071-001. As a named user of the reclaimed water, Sandy

Creek must comply with Limitation I(f) of the authorization which states:

"Unless othenwise provided in this authorization, there shall be no off-site discharge, either airborne or surface runoff, of reclaimed
water from the user's property except to a water treatment system or wastewater treatment collection system unless the reclaimed
water user applies for and oblains a permit from the commission which authorizes discharge of the water.”

Sandy Creek must comply with these requirements in order to use the wastewaler as a raw water source. For your use and
convenience, we have attached a copy of Reclaimed Water Authorization No. R11071-001 to this email.

During preparation of the Use Delermination application for this equipment, Sandy Creek referenced the TCEQ Use Determination
Guidance, specifically Equipment and Categories List ("ECL") Item No. W-58 for Water Recycling Systems, .as the basis for the
application. .We sélected this ECL item number as we believed that it best fit the description for the reclaimed water system at

Sandy Creek. ECL ltem No. W-58 includes:

"Installed systems, excluding cooling towers, that clean, recycle, or reuse wastewaler or use grey water or storm water in order to
reduce the amount of a facllity's discharge or the amount of new water used as process or make-up water including Zero Discharge

Systems." (Emphasis Added.)

In the Use Determination application, we originally emphasized the ECL ltem No. W-58 reference lo grey water, however you have
since directed us to Title 30 of the Texas Administrative Code, Part I, Chapter 210, Subchapter F, Rule 210.82 ("30 TAC 210.82")
that defines the types of wastewaler that qualifies as grey water in Texas. We concur that the wastewater from WMARRS would
not be considered grey water, however, we do believe thal it would be considered "reused wastewater" and therefore, would still be
included in ECL Item No. W-58. In researching the TAC, we found the word "reuse" defined in 30 TAC 288.1. In that Rule, "reuse"

is defiried as:

"The authorized use for one or more beneficial purposes of use of water that remains unconsumed after the water is used for the
original purpose of use and before that water is gither disposed of or discharged or otherwise allowed to flow into a walercourse,
lake, or other body of state-owned water.” .




By receiving, treating, storing, and utilizing the wastewater from WMARRS under Reclaimed Water Authorization No. R11071-001
for a beneficial use in lieu of WMARRS discharging the wastewater into a watercourse of the state, we believe that Sandy Creek is
"reusing” the wastewater received from WMARRS. In previous discussions, you indicated that the TCEQ's interpretation of ECL
ltem W-58 is applicable only to systems that reuse wastewater generated on site. In reviewing the language of ECL itern No.
W-58, we believe that interpretation focuses on the portion of the description that states "....in order to reduce thé amount of a
facllity's discharge" and disregards the continuance of the description that states "....or the amount of new water used as process or
makeup water....". We have not found any language within the Use Determination Guidance or Texas Administrative Code that
would spegcifically suggest that ECL Item No. W-58 is limited to the reuse of wastewater generated on-site. If there is some
guidance or code language that we have overlooked that would specifically limit ECL Item No. W-58 to only on site recycled water,
we would offer to amend the Use Determination application to a Tier Il application.

During our previous discussions, | believe that you indicated that there is no permit or authorization required under 30 TAC 288 and
therefore, 30 TAC 288 does not mandate the reuse of the wastewater.

30 TAC 288 does include in the definition of "reuse" the condition of "authorized use". The authorization to use the wastewater
occurs under 30 TAC 210 which establishes the general provisions for the use of reclaimed water. 30 TAC 210.2 states:

“The purpose of this chapter is fo establish general requirements, quality criteria, design, and operational requirements for the
beneficial use of reclaimed water which may be substituted for potable water and/or raw water. As defined and specified in this
chapter, the requirements must be met by producers, providers, and/or users of reclaimed water. Specific use categories are
defined with corresponding reclaimed water quality requirements. These criteria are intended to allow the safe utilization of
reclaimed water for conservation of surface and ground water; to ensure the protection of public health; to protect ground and
surface waters; and to help ensure an adequate supply of water resources for present and future needs."

30 TAC 210.2 appears to be a more pertinent reference for the Sandy Creek reclaimed water system and we are amenable to
revising the Use Determination application to reference that rule. In our-opinion, the legislative intent of 30 TAC 288, 30 TAC 210,
and ECL Item No. W-58 is to promote the beneficial reuse of wastewater or other reclaimed water in order to conserve and protect
the surface waters and ground water of the state. We believe that the reclaimed water system at Sandy Creek is fulfilling that
leglslative intent by reusing the wastewater from WMARRS, in accordance with the provisions of Reclaimed Water Authorization
No. R11071-001, in order to provide an environmental benefit to the community by minimizing impact to the local surface waters

and ground water.

30 TAC 17.4 states:

"To obtain a positive use determination, the pollution controf property must be used, constructed, aéquired, 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."

Based upon the above applicability statement, | am optimistic that the information contained within this email will enable the TCEQ

to issue a positive use determination for the reclaimed water system at Sandy Creek based on the existing application or, revised
application if necessary. If you have any additional questions or would like to discuss the system in greater detail, please contact

me at the telephone number or email below.
Regards,

Rick Barton




TCOERQ Fax:5122395321 Dec 12 20086 10:08 P. 03

UTHORTZA, ¥ R D WATER

Produéér: Citise of Waon Beﬂmaad Laoy Lulwvmsw, Robinson, and Woodwny

PO, Box 2570 -
Wa.co, Tom 76702 2570 A

Providers; Gzty DI' ‘Waco ' T
' - PO Box 2570
Waoo, Taxas 76702—2570 e

Uners: Bandy Oraek ergy As&ociaiez |
400 Glmsterﬁeld Center, Suits 110
B, Loy uls, Mlssouri w37

;L»ovcatian: Th$ wastewatar pIant site fg located on thc south bank ofthe Brams Ra.ver, approximately
4.5.mile dovmetream Foi the orossmg af (Inmmta Highway 35 and the Brazos River ia

.. MoLeman County; Texas. S

- Anthorzation;  Reclaimed watet fmm the mzlA,RSS's Water Trentment lemt @Perrait 110712001 m he

- usedforeooling tower tutkeagp water, boller ingkenp water, quonshwaterfor afh produgsd
infhe boiler, makety weter for ¢ir pollution control eqmpmnt, and other provess wate
usgs; service water for slpaning floors and equiprnent; iripation; water for dust suppression
ontoud, solid waste dspoad] srcas: and ool piles; and othet Type I uges:, Sundy Creek
Energy Arsooiates Is authorize to trent the Type II effiuent to Type 1 for fire profection
within thels Saollity. The-ssrvie ares i shown on Aftoehmont A,

s authorization containethe nonditions that apply for the uses of the reclpimed water, The., approval of a
reslatimed water uge-projeot under Glmpter 210.does not affest any exdrting waterrights, I applivable, &
vedlgimer water-ne withoriestion in no wey efferts the need of 8 prroduuat, ;m::vider amd/or uger to obtain

4 scparatc wator right auﬂwrizahon fopihe cotmission,:

This . aotion s taken under zmthomfy dologated by the Baooutive Dmc’tor m‘.‘ the Commigsion en
Envzmnmanwl Quuilily,

Issued] Dm: Degettber 1 1, 2006

Faor tlh‘e Comﬁ{ééion

mﬁmmwﬁmm
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Citiss of Waop, Bellmend, Laoy-Laksview, Robinson, and Woodway
Authorization o, R 11071-001 : .
Page 2

Limitations:  Tho authorizetion 1s subjected to the fgiig$m£ —
L Qeneral Reguirements, S

(8)  Nowator trogtment plent operator (profitiosr) stidl [ranafer o r ussrreslatmed water without
(b) " Irilgation with iitented Wastewnter is prohibited, . .
() Thereshallbenonuipanesopnditions resulting fromdhe distribution, the usg, mulor stirage
. ofrenlaimed water, ;" wHon, theus _
D) Redlpimod Watstahall
' dogroe adverssly stfeot
@ Reolaimed witer mgng

My

5 may. ihat Ampgadas,g
oteitid] visep,

ound water quality to 1

Reolatmed. wit uaged in ponds Ty storage must by onted from dizoharge into
© o owtard inthé stits, sxoept for disshaspes directly reaultiis Som mintall events or in
accordanos with g permitissusdBy the dommigsion, Al other dissbaraes gre vnanthorized.
T pny uanthorized overflow of's holling pond doours ealising dlstharge into or adjavent
to-waters intlié tate, the usoror provider, aseppreptists, shull xeport any noneotplarics,
Awrillon submission of sueh information: shall also'be provided toghe comminsion reiional

offiog and to the Austin Difice, Water Eniforoemont Seotion. (ME.149), within five (5

working days of besoming.aware of the.overflow, The writtew submission-shill pontain a
desoription of the noneomplianos atid its wause; tho potential dunger to hurtim hedlth or
safety, or the environment; the perioth.of noncomplianee, noluding, xact dates and Himes;
ifthenoncomplisnos has ot bsenvorrested, the antioipated Hme it 1s exproted to oontinun
and, Beps faken or plamed to zetios, climinaty, and ‘prevent recwrence .of the

“tiptivotpplinnes, and tomingate it alverse effects,

() Unless ofherwiseprovided in thismuthoization, fere shall be no.offdite discharge, either
B ¢ i i WBEHE IOROTY axeapida & water

E s.0r ks

2420 e AL M e (alizX
frestmont systern or wastewater treatment colleotlon systemmiless the reolaimed water nrer
* gppliesfor and obtains a pernit from the commission which authorizos discharge of the
© o watet. . CaR s )

{&)  Signs in both English and Spanish shall be posted af storage arens, hose hibs and faucsts
teuding "Resleimed Water, Do Not D" or similey warnings,. Aliernatoly, e sven may

‘ bescoured to provens aopess by fho publio, oS T '

() Resladmed water pipiog $hall be separated ‘from potable weter piping when trenched by &

' . distanoo of at leastnine foet, Bxposed piping dhall be bainted purple.and allpiping shal be
mastied in poobrilanot with 30 Tekae Adrmitlbrative Cofls (TAC) 210.25(3),

(i)  Thedesign of distribution sydtems witith will convey.zeslaithed water to 4 user shall be
approved by the exeoufive diesutor, Materials shall be submittet! for upproval by the
exeontive.direotor in nocovdanes with the Texns Bugineering Prastive At (Axtole 32714,

Wemonls Armptated Texsc.Statuter), The plans.and speelfications for the distributlon
mytwtns suthorized by this muthorization st be approved pursuantto state law, and fuilure
to securo approval beforc oommenosing construetivn of sush works or making o transfer of
reclalm water therefrom iy o wlolation of fhis autherization, and oach day vfs tranafer is an
addifional violstion untll approval hag'been seoured,

) Mothing in this muthtrization moedifiesatly fequirements of the Texas Department of Health
found in Title 25 TAC, Chapter.337, ' L

* exeoutive direstor, A ranjor change indludser

‘

& ‘{Lajofdhaﬁges Fromspriarnotification for uss of roclalmed water must be approved by the
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Citien of Wacn, Bellmend, Lacy-Likeview, Robinson, and Woodway -
Anthorization Mo, R 11071-001 :

Page 3

oo Stomge'Requirme:nté fm:Raéla’ime& Water. "

®

(3)  mejor shanges in the interdoed use, such as convatsion from irrigation of & golf

(1) ‘echangeluthe boutidary ot the approved-eervios area not including the sonvizsion -

" ofindividual lots within # subdiviston to rediaimed water uee;
(@  theaddifion of 8 new produoer; c e

o opmserto resldentlel frrigationy or 0 e
W) shanges fiom either Type T or Type I ugen fo the ofher.

- Thererlime water-produger and user shall mainfuin on-the sites 8 ourent operation mng

maintsuanoeplan, The apetation atd muintenmes plimwhichshall contain, 26 @ minimun

the following: ' '

() hoepy b signod sontracts bstweon the wsst, produver and provider and ;

(2) s labebing and separation plan for the prevention of oross vonneotions betwoen
reclatmed water dismibution lines and potatile water lines;

(3)  ‘thetneasursy thut will be lglemented topreevent imauthorized access 1o reolalmed

water faoilities (8., seoured valves),

(#)  prosedures formonttoring roolaimed water; : v

(5) - & plan for how roslaimed -water wee will'be scheduled o minimize the risk of
inadverteni human sxposuz;

(6)  sehedules forroutine maintenanoe;

(D aplyn for worker taining and eafofy; and

(9 ‘confiugenocy plan for aysiem faflure or upsets,

v . T ot . ] . Co. NN

Al imitiel holding ponds designed fo gonitain Type Teffluent, loosted in orens in the st

fiot identlfied-ae » veilnerable arca ag defined by arating:of 110 or gteater on the statowide
“ehround-Farer Poliution Potential - Generdl, Muniolpsl, and Industrial Sources”
(DRASTIC) mupshall conform to thefollowing tegiirorments;

I The'pmﬁds, whether construoted of earthen ot uther.impem;ous materinls, ghall be
desl 'gned.s_md constueted o as to prevent grgundwatﬁr sontamindtion; | :

)  Sodla uged for pornd tning sball be free from forelgn material such ag paper, brusk,
- ‘hees, and large rocks; :

(3)  Allsoil liners gt be of pompacted material having & petmwsbility Jisha than or
equal to 1 % 10 om/sec, at leant 24 inches thick, vompaated in 11w no groater than
& tnohes eachy " _ .

(4)  Bynihetle membrane Inings ¢hall have 8 minfmum thiokness uf 40 mils. In situ
‘ iners 51 leugt 24 inchos thivk meeting & permenbility leas than vr edual to 1 X 10%
emveoo ure noogptable altomatives;

(5)  Cortifioation ehall be furnished by & Toxas Régiatcredhofekginnal Tnglneer that the
. pond lining teets the appropriats viltetia prior to ntilizption:ofthe facllities; and

(6)  Boil smbankment walls shall have atop width of at leact five fept, The interior and

exterior glepes of soll exdbardment walls shall be no slecper than one foot vertival

. tp ghree Test horlzontsl unless Blternate methods-of glope stabilization are utilized,

All soil embankroent walls $hall be protected by a vegetative sover or other

stabilizing material to ‘provent erosion. Eroslon stops and water seals ghall be
installod on s1l piping penetrating fhe embatlanends, '

e ot iantrme s b e a1 e s
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Cities of Waco, Bellmead, Lacy-Lakevigw, Robinaon, and ‘Woodway
Anthorization No, R 1107100 ‘

Page 4

¥

(7 An altermptive:method pf pond Hulng whioh provides eguivalent or.better water
qualify proteotlon.than provided wnder this-seption miy-be utilized with the prior
approval o' the exwoutivo direstor, . -

(8) A specifio exemption muy be obtained from ¥he excoytive director 1f, after the

0 teview of dats mbmitted by theredlaimed watérprovider or user, s approptiate, the
exseutive diroctor dotermines contednment 6F the repléimed water is not necessary,
congidering: o

(A)  soll and geolagie date, znd growmd water date, nsluding Ita-quallty, ugon,

quantity andyield; and

B)  adequate demonsiration that impaitment of ground water for it actual or”

 potititlal wse will beproventsdl, .
() Reolaimed water may be soredd in Jeakgroof, fabricated tanks,
Spiaoific-Uses and Quelity 8tandards for Rotlaimed Watbr,

Numerioal patameter limits pertainingto gpevifiorenlatmed water use catepories are sontained in this
seotions, Theso. linits apply fo revlatmet svater bufore dischiavge to inttia) holding pomds or &
redlaimed water distribution system, It shitl be-the rosponsibilitydf the redlaimed water produser
towstablish that tho roclaimed water meets'the quality tirdts 4t the samyplepolat For s tended uso
inaveordance with the monitoring requiremefite:dentified 4 Section Iy relatingto Bampling and
Analysls, ' N

o) - - Redloimod-MatenTas, Wﬂ-:whm‘ihe:mbmof%ﬂﬂld’ﬁmt’iﬁ;ﬁlyveﬁmgu.m.-'mmam-wmh the

reclaimed weter, The followingnesisdllowsd by this anthorizatlon: unaling towermake-up
weater, quench water for ash produced in the boifler, makeup witer for sir pollution sontral
squipment, and other proceds Witer uses; service witer for tleaning floors &nd equipment;
Ejgation; water for dust suppression onxoad, solid waste disposal arsan :and opal piles; and
ptheriTyne I uges ‘ S

(). The following nonditions apply to this type of use of reclaimed water, Ata mindemutny, the

roclatmed water producer shall only fransfor roglaimed water of the fllowing gquality as
deseribed for each typs of specifio use, reclnimed water on & 30-day average shall have &

guality of: ‘
CBOD, ' 15 mgll
TFeodl Coliform - ) 200 TFU/100 tl*
Feon) Coliform (not 10 exoeed), - 800 OFU/L00 prifhon
geomelic mean
single gtiab sample
Sampling and Anglysis,

The repkaimed water progneer shall sample the reclatmed water prior to distribution to user
1o ussure that the water quality is inaeooed with the ntended contracted nag, Analytoal
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Citles of Waoo, Bellmead, Laoy-Lakeview, Robinson, and Woodway
Anthotization No, R 11071 001

Page5

methods shall b o apcend with thosw spenified in 30 TAT Chapter 319 (rlating to
Monitoring and Reportmg) The mmunum aamplmg and a.nalym fmaqucrncy for reclaimed
waxeris weelcly, o

Thetonitoring shall bs fone after'the final twatmemt unit. Thosc records shall be maintained

on a monthly basly and be avedlable at fhe .plant site for inspeotion by authorized

"rcpre;s@ntatwas ufthe: Gommisaion for at- leazt ﬁvs yeam.

'

A28

VIL

VIL

. Record kaeping and Reportmg. .

(&) The maleumsd wawr provider ;and Lger ﬂhnllmﬁnwin rectyrds om site for a period of five
YOurs. . -
(1) Rgcurds e mamtained by this provzde;r 3nclude'
(A copiras ofnotiﬁcatmnsmadeto theoommnaslm goncerning reolsimed water
Y asapphoabla, copws cfcontmots made with sach reclaimed water user (thds
requirement dossnot invhude reclalmed water users 5t residences.that have
o o8eparste distribution lines for pottble water), -
- 'iﬁords o yrolume 4 water delivered 1o each recldimed water user per
o dehivery,. \ :
& reclaimed. wuter quamy analyaes

(b)  The revlaired watsr produser shall teport to-the oormistion .on & monthly bagis the -

fallowing: inforraation.on forms. fumished by the exesutive direotor. Such reporks ars due
to e cormmiguion by the 20th day of the morith following the reporting pariad:
(1) volume of reclaimed water delivered to provider.
€3] cm&ﬂty ofreslaimed wator detivaret to'g user of provider reporied a¢ & monthly
avsrage for each guality ortterin axaept fhoso Hsted a8 Unot to exoesd" which ghall
_ . ‘be-reported.as individusl snalyses.

(©)  Monitoring requiremoenis contaned in-the authorization are auspendnd from-the affeotwa
dato.of the authorization uotil theteolalm water is transferred, The provider ghall provide
writken notios 1o the Austin Offive, Reglatration, Review & Repotiing Division, Water

- CQuality Application Feam (MC 161) and the Reglon 2 Office of the Comnnsmmﬂ}irty 30)

. days prior to trandfer,

Transfer of I?.cclaimmd Watet.

Reslnimed water transferred from a provider to'a user ghall be dane on # demand only b.asi'ls. This
means that-thereplaimed water naer may refuse delivery of suoh water-at any thme, All reslalmed
water tranufarred to & nsermust be of at least the treattient quality speaifiod in Scctxon IV, Tranoder

shall be aecornplishied via pipes or tank trucks.

Genetsl Prohibitions, o , _

Exoept for oti-dhanmnal pnnds, storagoe facilitios for retaining reclalmed watar prior to use shall not
be locates within the ﬂoodway zmd ghall be protected from the 100syar flood, )

Restriotions.

This suthorization does not eonvey any property right and does not grant any exalusive privilege,

v e et b im s o s e n b o aee
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Authorization No. R 11071-001
Page b

X,

Resgponalbilities nd Contracts,

(1) Theproduoer of reckiimed watar-will not be lighle for misapplioation of venlntmed water by
ugers, exoent s provided in-this sootion. Both the reolsimed water provider zmd nset tgve,
but are not limited to, the fulloving repponsibilities:

{1)  The reclaimet water produoer shall:
(4)  transfer ryclatmet] water of at Jeast the yuinirum guality requmed,by ﬂus
__vpte intv- lahvm"y to”ﬂhc nzeriior ‘ch&spemﬁad 118

I i“ne producor, prowdm';and/or Legr fa
.exeoutive director may take enforcement.aotlsh provided by the Texas Water Coie, $§26,018 and

26138,

Hpecinl Provisions.

The Randy CreskEnergy Associntes s puthorize o treat the Type I effivient to 'Iﬁmc‘lthatﬁ.m outling
mnder 30 TAC Chapter 210 for fire protection within thelr favilisy,

Btanciard Provisions,

(8)  This anthorization is granted in socorduane with the Texas Water Code and the rulks and
other Orders of the Commiaslon and the Jaws of the Btate of Texas. -

(b)  Acceptanee of this authorization sonetiiutes s aoknowledgment and agrepment that the
provider snd user will comply with nll the terms, provislons, conditions, Umitations and
testriotions ewibodied in this suthorlzation and with the nules and other Orfers of the
Conmuission gud the laws of the Biate of Toxas, Agteementis a oonditmn prootent to the

granting nf‘ﬂua authorrlzation
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Ronald Hatlett - Update: Sandy Creek Reclaimed Water System Application
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From: "Barton, Rick" <Rick.Barton@dynegy.com>

To: "mhibbs@tceq.state.tx.us" <mhibbs@tceq.state.tx.us>, "Joe Thomas(jothomas@tceq.state.tx.us)"
<jothomas@tceq.state.tx.us>, "Ronald Hatlett(RHATLETT@tceq.state.tx.us)"
<RHATLETT@tceq.state.tx.us>

Date: 4/29/2009 10:37 AM

Subject: Update: Sandy Creek Reclaimed Water System Application

CC: "Tuite, Patricia (US - Pittsburgh)" <ptuite@deloitte.com>, "Csaszar, Greg" <Greg.Csaszar@dynegy.com>,
"Jolley, Amy" <Amy.Jolley@dynegy.com> :

Hi,

I wanted to provide you with a status update regarding the Use Determination Application SC-2008-8 related to
the Raw Water Pre-treatment System (Reclaimed Water System) at the Sandy Creek Power Generation Facility
located in Riesel, McLennan County, Texas. As we last discussed, Dynegy is preparing a formal letter for review
by your legal department. The letter will discuss the technical and statutory merits of the Reclaimed Water
System as pollution control property eligible for a property tax exemption. We are ‘still in the process of drafting
the Ietter and we will send it to you as soon as it is completed and reviewed.

We are requesting that you keep this application on hold since we do not have timing issues related to the
Reclaimed Water System. Although we started construction at Sandy Creek last year and we have filed the use
determination applications for the pollution control equipment, we have not incurred any property taxable costs
as of 12/31/2008 related specifically to the Reclaimed Water System. We have incurred costs since 1/1/2009 -
and we expect that we will need this use determination decision sometime in January 2010.

Please let me know if you have any questions or concerns.

Regards,

Rick Barton

Sr Dir, Property Tax

Dynegy Inc.

133 South Fourth St. Suite 306
Springfield, IL 62701 .
Phone: 217 492-6612
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Bryan W. Shaw, Ph.D., Chairman

Buddy Garcia, Commissioner

Carlos Rubinstein, Commissioner :
Mark R. Vickery, P.G., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
June 3, 2010

Ms. Amy Jolley

Sandy Creek Energy Associates LP et al.
~ 1000 Louisiana, Suite 5800
" Houston, Texas 77002

Re:  Notice of Administrative Completeness for Application 13256:
Sandy Creek Energy Associates LP et al
Sandy Creek Power Generation Facility
Rattlesnake Road
Riesel (McLennan County)

Dear Ms. Jolley:

- The Texas Commission on Environmental Quality (TCEQ) has determined the information
required by §17.10 is complete for application 13256, received on February 20, 2009. A
technical review will be conducted according to Application Review Schedule described in §
17.12. Please note that if additional technical information is needed, a Notice of Deficiency
(NOD) letter will be issued, and this may increase the length of the review time and will not be

considered a part of the review schedule.

In accordance with § 17.12, a copy of the application has been mailed to the appraisal district for
the county in which this property is located. If you have any questions or require clarification,
please contact Ron Hatlett of the Tax Relief for Pollution Control Property Program at the
letterhead address (MC110), by telephone at (512) 239-6348, or by e-mail at

rhatlett@tceq.state.tx.us.

Sincerely,

Chance Goodin, Team Leader

Stationary Source Programs
Air Quality Division

CG/th

Enclosure
cc: Chief Appraiser, McLennan County Appraisal District, P. O. Box 2297, Waco, Texas
76703 _
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