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Use Determmat:on for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Control Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900.

You must supply information for each field of this application form unless
otherwise noted.
Section 1. Eligibility

1. Is the property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [| No

2. Isthe property/equipment used solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [ ] No

3. Wasthe property/equlprnent acquired, constructed, installed, or replaced before January 1,
1904? Yes [ No

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information
1. What is the type of ownership of this facility?

Corporation [] Partnership [] Utility []
Sole Proprietor [] Limited Partner [ ] Other: Limited Liability

2. Size of Company: Number of Employees

1t0 99 500t0 999 [] 2,000 t0 4,999 ]
100 to 499 [] 1,000 to 1,999 [] 5,000 or more

3. Business Description: (Briefly describe the type of business or activity at the facility)

Natural Gas-Fired Electric Power Generation

4. Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Flectric Power Generation, fossil fuel
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Section 3. Type of Application and Fee

1.

Select only one:
Tier I — Fee: $150 [] Tier II — Fee: $1,000 [] Tier ITI — Fee: $2,500
Payment Information:

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

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.

Section 4. Property/Equipment Owner Information

A i

Company Name of Owner: Cottonwood Energy Company LP

Mailing Address: 976 County Road 4213

City, State, Zip: Deweyville, TX 77614

Customer Number {(CN): CN602765687

Regulated Entity Number (RN):RN100226109

Is this property/equipment owned by the CN listed in Question 4? Yes [X] No []
If the answer is ‘No,’ please explain: N/A

Is this property/equipment leased from a third party? Yes [ ] No

If the answer is Yes,’ please explain: N/A

Is this property/equipment operated by the RN listed in Question 5? Yes No [
If the answer is ‘No,’ please explain: N/A

Section 5. Name of Property/Equipment Operator (If
different from Owner)

1.

Company Name: N/A

2. Mailing Address: N/A
3.
4
5

City, State, Zip: N/A
Customer Number (CN): N/A
Regulated Entity Number (RN):N/A

Section 6. Physicai Location of Property/Equipment

1.

2.

Name of Facility or Unit where the property/equipment is physically located:
Cottonwood Energy Center

Type of Mfg. Process or Service: Natural Gas-Fired Electric Power Generation
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3. Street Address: 976 County Road 4213
4, City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newton County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Company Name: Duff & Phelps, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation: Mr. [ Mrs. [] Ms. [] Dr.[] Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7011

N A AT T

Email Address: Gregory.maxim@duffandphelps.com
10, Tracking Number (optional): CC-2011-48

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

For each piece, or each category, of pollution control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution control
property/equipment if a use determination is being sought for more than one (1) piece.
General Information

1. Name the property/equipment:

Unit 1 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

2. Is the property/equipment used 100% as pollution control equipment? Yes [ No [X

If the answer is Yes,” explain how it was determined that the equipment is used 100% for
pollution control: N/A. See Calculation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model.

3. Does the property/equipment generate a Marketable Product? Yes No []
Ifthe answer 1s ‘Yes,’ describe the marketable product: Electricity

4. What is the appropriate Tier I Table or Expedited Review List number? ERL #8
Is the property/equipment integrated pollution control equipment? Yes No []

Use Determination for Pellution Control Property Application-Form TCEQ-00611
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If the answer is ‘No,” separate applications must be filed for each piece of
property/equipment.

6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference

7. Isthe Tier I Table percentage based on the incremental cost difference? Yes [[] No [] N/A
If the answer is ‘Yes,” answer the following questions:
What is the cost of the new piece of property/equipment? N/A

9. What is the cost of the comparable property/equipment? N/A

10. How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Description
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background: Cottonwood Energy Center

The Cottonwood Energy Center (the “Facility”) is a natural gas-fired, combined cycle power
generating facility located in Deweyville, Newton County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heat recovery steam generators (“HRSGs”), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in December 2003. It has a base load capacity of 1,260 MW.  The Facility serves
the SERC Reliability Corporation region.

Pollution Control Property Description — Cottonwood Unit 1 HRSG

The pollution control property described in this Application is the Unit 1 HRSG and dedicated
ancillary system (the “PC Property”) installations.

Cottonwood Unit 1 HRSG

The Facility consists of a combined-cycle gas turbine power plant with four (4) gas Combustion
Turbines (“CTs”) each equipped with HRSGs and dedicated ancillary systems necessary to
capture heat from the CTs” exhaust and convert it into electrical power. The Unit 1 HRSG
captures and utilizes the waste heat of combustion from the Unit 1 CT exhaust gas and utilizes
this waste heat to produce steam, which in turn powers a steam turbine-generator set to
produce electric power at the Facility in addition to the electric power generated by the CT
alone.

The Facility gains both production and pollution control benefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 1 HRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 1 CT exhaust gas results in
the conversion of approximately 50% of the chemical energy of the natural gas utilized at the
Facility into electricity (HHV basis), a gain over the CT’s alone’s use of the fuel. Secondly, due
to this efficiency gain, the Facility is able to generate fewer emissions (particularly NOx
emissions) than a traditional power generation facility utilizing a single thermodynamic cycle;
and allowing the subject PC Property to.appear on the Expedited Review List.
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The Figure below is representative of a simplified combined-cycle plant process flow.
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Please see the Cost Analysis Procedure (“CAP”) Model attached for the calculation of the
percentage of the subject pollution control property eligible for property tax exemption.

Applicable Rule

12. What adopted environmental rule or regulation is being met by the construction or installation
of the property/equipment? The citation must be to the subsection level.

The PC Property was installed to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx”) for Electric Utility Steam generating units for New Source
Performance Standards (“NSPS”)”.

As well, the PC Property allows emissions to meet or exceed Best Available Control Technology
emission limitations established in Federal Operating Permit #02338. Per 30 Texas
Administrative Code (“TAC”) §122.143(4), the permit holder must comply with all terms and
conditions codified in the permit and any provisional terms and conditions required to be
included with the permit.
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Environmental Benefit

13. What is the anticipated environmental benefit related to the construction or installation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NOx and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)
Attach documentation to the application showing a Process Flow Diagram for the
property/equipment,

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant.

Section 11. Partial-Use Percentage Calculation

'This section must be completed for all Tier IIT applications. Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the

property/equipment.
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought.

. Tier 1 Table No Use Estimated Dollar
Property/Equipment Name or Expedited Percent Value
Review List Nao,
Land:
Property: Heat Recovery Steam N/A 42.909% | $ 60,584,465
Generator ("HRSG™) and Dedicated -
Ancillary Systems
Property:
Property:
Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollution
control property/equipment.
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Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, T certify that I am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief.

Printed Name: Greg Maxjm Date: 6/30/2011

' j
Signature: 4\__ > If_:_—gn
=) /

Company Name: Duff & Phelps, LL1.C

Title: Director

Under Texas Penal Code 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.
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) Cottonwood Ena{gy Company, LP

Faxpapsr:  Cottonwood Energy Company, LF
Plant:  Gaflonwaod Ensgy Center
Plont Summary: 1,260 MW 4xd Conligaralian Comblvad Gyele Power Plard (2003}
Plgnt Losalion:  Nowlon Counly, Toxaa
FProfect:  Tier i Cost Avalysls Prucedare {"CAPY Cafcufatlons
Dale:  Juno 30, 2011
1

1. Assumpliona

Planl Doslgn Profile Gonverslon Factors

Cott Analyshs Preceduns Wodal

[Eourea Legend

C Calowfatod Aysumplion

Car DEFP VAS Standard/Estimala
WY Gottonwood Client-Proviied Data
HH Honry Hub Maiural Gas Pricing
30 TAG 30 TAG Shupler 17

Eqonomiz Assumptions

Levellzed Gost of Eneray (LOOE") Model Outhuist

PC Propery Sourso Hours/¥aar
PG Property Capilal Cosl $ 6DEMABE W KM
PG Fropetty Cupital Cost {3V H 208 Ll IbAtg
PC Prapoity Capaity 202 oW sihawr
PC Property Net Anrwal Ganerefion Capachy (i) BB 460,135 © Bwmmbh
PG Proparty Not Annual Ganeration Capacily (MR} 508,493 .
Planl Gapatity Faglor 3185% oW
Plant Heal Rasts (blurkéit) 7503 oW
Plant Heal Rate (MMBTUAWh) a0 G
Capital Cost OHd (CCOY)
Comparablo Tochnclogy Gost 3 -
Comparablo Technalegy 5 -
Daclgn Capacily Facter %

Capacity {HIW)

! Thes-year averagu dally historical dfocticity ratas for BERC Refability Garporalien,

Dulf & Phaipa | Gost Ansiysia Procaduie:

8,760

220
3,600
1,000,000

Diszounl Rate 10.0%
Peilods 40
PO Froperty Fived G&8M Cost (/0y} § 453
Fuel Cosl ($MMBTL) % RO
PG Propery Varfabis Gost [$/Mvid} 3 048
PC Propoity Varlable Cosl (§/vh) 3 om
SERG Elachicily Fricig ¢HMwh) ™ $ ;32
tnlarast Rate 10%

B0

Caphal Resovary Factor CGRFT) 10.23%
LCOE (§lkih) 0.0a07H

*Bea Lavitzed Gosi i Energy moded I Mttachmant A

Pagal o8

!
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» Gottanwood Engrgy Company, LP Gost Annlysts Procethra Model

Taxpayer:  CoMtonwend Energy Company. 17
Planl:  CoRonwosd Ensrgy Cenler
Plant Sumoran: 1,250 BVY £x# Confguerabion Comsinod Cyfo Powsr Flanl (2003
PlantLocation:  Wawdon Goonly, Texas
Profect: Teer I}f Cosi Analysis Procedire {(CA) Calcwtalions
Date: i 39, 2081
Rowv: 7

Il Cost Analysls Procodire {"CAP™) Fommia:
JEPCF % CGH} - CCO - WP)]
A. Definilions [provided by TCEQ)™ CCH
B. GAP Formulas {provided by TCEQ)
1. Prodixiion Capacity Factor {PCF)
The ralls 6Ythe capaclty of ths existing equipment or provass fo the capacily of the nayr equiprent of Provess. Parbial tiss ation - [{PCF x ccug‘;;::ol NPVMP))

2 Capital Cosl Mew GON')

f tive wertd PIGOSES. Where:
= . Pradwtion Capactly of Exlsling Equipment of Process |
2. CaplatCost QI (/000 Productlon Capacily Factor (FCFT) Prodction Capacly al Nen Eqapment of Procass
CCO s dbe opsl, ar process wikoul die polition cortrel
Tha slandards for caleulating CCO"are: And wisere:
"’lrmmpaumaqupmummﬂu poiketion opnteod feale i on e markel in the U.5., then tss the ayerage markel prica fram - n MPV-PC
o et bo vsed. 11 {3 + Inferesl Rate)®
2 the oonditions in variatde 31 do not apply ant the company is raplacing an existing unk faat atready has recelved a posiive use
determination, he cpmpany shall usa the CCO fiom the apsicalian for dhe praviows use delermination. €. GAP Formulas for PG Property
2 (tha condions in wariabie 3.1 and 3.2 do mot apply and tha company Is replacing an existing uni, then (he company shal convest the
erlginal ooe of L unll to today's doBars by using a pu‘allslllid Industry spec!lh: standard. !l #he production capacily af e new Markelable Product Volue "MPV} = Electricily Price (&MY} X Mwh per Year
equipmant or process 5 lower than the p apacily of te oid & procass CCQ iz divided by the PCF Lo adjust CCO
4o refiecl the sare capacily as COH.
Direct Cost of Prathrotion [OCPT) = LCOE X KWh per year
* 1the condltiens in variatles 3.4, 3.2 o 3.3 4o ot appy, and meoempany can oblain an estimale 1o manufackire the efemative
ol ritrol fantie, d ot fe i uit st be used, The compacabla
nlt rruast b B Aoo;w ofthe estinale must Be provided with the worksheet including the Capftal x Cap3in] Recovery o Foied 0
specific souwrce of the information. LGOE ( Gost Factor Cosls. N Fuel M Heat
Capeacity Gast Rate
. Marketable Protuct (WP} Hows per Year H ‘Factor
Anyting o y That Ts sofdas o produsl, I acoorieled for later use, o is used o Taw malerial
ina i hc!udes\ b lulnl Hmilad To, anything freovered of produced wsing the polilion tontral property
oM, Lmied Heter usu.B"E!ﬂ in g (ingluding at a ditferant facity), Markatable produst does ngl inshude
iiasion wdbs or that result ofthe potution canirol propsity.
5. Merketabk: Produst Valkee {MPY)
The pratu val iy of e Ways
1. Toe Fibe: i P five for ome year perlods. Typically, the most recent Sree-yearavargs prica of tha
material ¥ d usedh“-”- ion, 17 ha pice varies tom slate-to-slale, the appilcan) shall calculate an average
mnd explain bow the figures were deteriingt,
2 Hiha motarial i M ing pravess, than the vahua assigrad to ke malsrial far intarnal accounling
., It fin ol th feand te siow tial the inemily assignad valve is comparatik lo the vahia assigned
by athes sim‘larproduura wlthe product,
8. Ditac) Cosls of Production (DY) "
e the product, Inchadiing raw mieleiials, Storage, fransportation, and personne!, but exciuding non-cash
oosts, such as overhead and
7. nFactor %
Tha in years of the egu] hal & haing evakialed for a use delerminalion.
. tFacter
Year e,
4. Interest Rata
L

B3 Ttle 30, Fexas Admintsiaive Code, Chapter 17
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+ Cottonwood Estergy Comnpany, LP

Toxpayer:  Collomwod Energy Company, LP
Flanf:  Collorwood Energy Conler

Flant Summary: 1,260 MW 44 Configuration Combined Cycle Power Flant (2003)

Plant Location: Newion Gounfy, Texas

Profect: Tior 1i] Cosi Analysis Procedure ("CAP"} Celeuiations

Data:  June 30 2011
Rev: 7

. Cost Analysis Procedure ("GAP") Caleulations for Cottonwoed Unit 4 HRSG

A. Marketable Product Value {"MPV")

3 x Plant Mwh

Eluetricity Price Wh Vea,
535,32 5 gogaps A
WWh ' Year

B. Production Cost ["PC"}

Levelized Cost of Energy i % Plant kKh

('LCOEM) Kty Yoar
. A
$0.0908 m ¥ mesoaiss —eRh

Do & Prsipa | Cost Ansiysis Preceduia

[

) MPy

28,557,781

{$} PC

$24,603,882

X

=1

n

)3

=1

Cost Analysjs Frocedure Model

Formula:

Net Prasent Valua Marketable Product {"NPVYMP"} Caleulation
n

{PCE x CCN) - GCO - NPVMP

GCCN

[8) MPY - ) PC
(1+ Mterest Rate
$26,567.781 - $24,803,682
{1+ 10%%)
*IFMP s < 0, then MP = 0.
a0ty

$34,641,145

NEVMP
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» Cottonwocd Energy Company, LP

Taxpayer: Coliomwood Erergy Campany, LP
Flant: Coftorweod Erergy Conter

Coat Aalysis Prozedure Madel

Plant Summary: 1,280 MW-4x4 Configuration Comizhed Cyeis Power Piant (2003)

Plentiocation:  Nowdor Gounly, Texes

Project;  Tlor iff Cost Analysis Prooodiro ("CAPY) Celcilalions

Date;  June 30 2017
Rayr 7

€. Preduction Gapacity Factor {"PCF"}

Froduction Capacly of Existing Equipiient or Pracess
Proguction Capacity of New Equipmant or Process

0
292 MW *31.56%

D. Capital Cost New [*CCN")
PC Property

E. Gapltal Gost Old {"CCO")
Comparable Technology

TCEQ Use Datasmination-Application Saetion 12, u:
Use Percent

Estimated Dollar Value

Dull & Phelps 1 Goed Atialysis Procedur

PCF

CCN

$60,564 455

Ig

Partial Use-Determination Calculation

(PCF x CCN} - CCo - MP
CCN
1.000 x 360,584,465 - 30 - $34.541,145
$60,584,465

Eligitle HRSQ Costs.
{Partial Use Detesrination % X PG Property Gost)

e

DUFF&PHELPS

Partlal Use Determination
%

206%

$ 26,043,320

Paga def8




Cottonwood Energy Company, LP CGost Analysis Procedure Model DUFF&PHELPS
ATTACHMENT A ‘

Taxpayer: Cottonwood Energy Company, LP
Plant: Coitonwood Energy Center
Plant Summary: 1,260 MW 4x4 Configuration Combined Cycle Power Plant (2003)
Plant Location: Newton County, Texas
Project: Tier il Cost Analysis Procedure ("CAP") Calculations
Date: June 30, 20711
Rev: 7

Levelized Cost of Energy ("LCOE") Model'

Formulas
Capital Recovery Factor ("CRF") = ix{1+i
1+ -1
Capital Fixed O&M
LCOE = Cost CRF ) * Costs + Fuel X Heat
Hours per Capacity Cost Rate
X
Year Factor
Calculations
Capital Recovery Factor 10.23%
LCOE ($/kwWh) $ 0.03079

i hitp:fhwww.nrel.govianalysisficoe_documentation.html
Note: The Levelized Cost of Energy is a calculation developad by the United States Department of Energy's
National Renewable Energy Lab to determine the cost of generating energy (electricity} using the design or
performance criteria for a specific power generation unit. The website above gives a more detailed description
of the model and its development.

Buff & Phelps | LCOE Calculations 6/30/2011 Page 5 of 6
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* Cottonwood Energy Company, LP

Eiectricity - PV Calculations

Cost Analysis Procedure Model

Difference Pericd Interest Rate PV - Period
$3,664,099 1 1.10 $ 3,330,999
43,664,009 2 121 $ 3,028,181
$3,664,089 3 1.331 § 2,752,892
$3,664,099 4 1.4841 3§ 2,602,629
$3,664,099 5 161051 § 2,275,117
$3,664 009 8 1.771661 $ 2,068,288
$3,664,009 7 1.0487T171 § 1,880,252
$3,664,009 8 2.14358881 $ 1,709,329
$3,664,000 9 2.357847691 § 1,663,936
$3,664,099 10 259374246 % 1,412,659
$3,664,000 1 2853116706 $ 1,284,244
$3,664,099 12 3.138428377 % 1,187,485
$3,664,099 13 3452271214 $ 1,061,359
13,654,099 14 3.797498338 § 964,872
$3,664,099 15 4177248169 § 877,156
$3,664,099 18 4594972086 $ 797,415
$3,664,099 17 5054470285 $ 724922
$3,664,099 18 5569917313 $ 650,020
$3,664,099 19 6.115909045 $§ 599,109
$3,664,099 20 6.727499%948 § 544,845
$3,664,099 21 7.400249944 $ 485,132
$3,664,000 22 8.140274939 § 450,120
$3,664,089 23 8.954302433 % 408,200
$3,664,080 24 9.849732676 § 372,000
$3,664,000 25 10.83470584 § 338,182
$3,664,099 26 11.91817654 § 307,438
$3,664,099 27 13.1009941¢ § 279,489
33,664,089 28 14.42099361 § 254,081
$3,664,099 29 15.86300287 $ 230,983
$3,664,009 30 1744940227 § 209,984

NPVMP: $ 34,541,145

Duff & Phalps | Present Value Calculations

ATTACHMENT B

8/30/2011
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DUFF & PHELPS

TCEQ Cashier's Office - MC-214 June 30, 2011
Building A

12100 Park 35 Circle

Austin, TX 78753

Re: Application for Use Determination for Air Pollution Control Property Located at
Cottonwood Energy Center in Newton County, Texas

Enclosed please find one application {the "Application”) for property tax exemption for Air
Pollution Control Property located at Cottonwood Energy Center {the “Facility”) in Newton County,
Texas, A copy of the Applcation has been provided for the appraisal district.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality {"'TCEQ") Application for Use
Determination for Pollution Control Property. The enclosed application is a Tier 11l Appfication.
Submission of this Application is required as a process step in the TCEQ's pollution control
certification process for tax exemption of certain assets used in pollution control capacities within
the Facility. As outlined by the application instructions, the fee for this Tier lll Application is
$2,500. Please find enclosed a check for the $2,500 Tier lil Application Fee.

The Application can be summarized as foillows:

Property Description Estimated Cost

Unit 1 Heat Recovery Steam Generator (“HRSG")
and Dedicated Ancillary Systems $26,043,320

Tier

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

Mr. Greg Maxim

Duff & Phelps LLC

919 Congress Avenus, Suite 1450
Austin, TX 87801

Duff & Phelps, LLG T +1 512 871 5580 gregory.maxim@duffancphelps,com
319 Congress Avenus F +1 512 351 7911 www. duffandpheips.com
Suite 1450

Auslin, TX 78701



TCEQ Cashier's Office
June 30, 2011
Page 2¢f 2

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

Very truly yours,

i

Gregory Maxim

Director
Specialty Tax

Enclosures

ce: Ms. Kathryn Tronsberg Macciocca {Duff & Phelps, LLC}




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

Zak Covar, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

July 10, 2012

Mr. Greg Maxim

Director

Duff and Phelps, LLC

919 Congress Ave Ste 1450
Austin, Texas 78701

Re:  Notice of Negative Use Determination
Cottonwood Energy Company, LP
Cottonwood Energy Center
976 County Road 4213
Deweyville (Newton County)
Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 15505; Tracking Number: CC-2011-48

Dear Mr. Maxim:

This letter responds to Cottonwood Energy Company, LP's Application for Use Determination, received
July 5, 2011, pursuant to the Texas Commission on Environmental Quality's (TCEQ) Tax Relief for
Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #15505 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC) §17.4 and
§17.6. Heat recovery steam generators and associated dedicated ancillary equipment are used solely for
production; therefore, are not eligible for a positive use determination.

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

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

Sincerely,
g S

Chance Goodin, Team Leader
Stationary Source Programs
Air Quality Division

P.O. Box 13087 * Austin, Texas 78711-3087 ¢ 512-239-1000 * www.tceq.state.tx.us
How is our customer service? www.tceq.texas.gov/goto/customersurvey
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Mr. Greg Maxim
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July 10, 2012
CG/RH

cc: Chief Appraiser, Newton County Appraisal District, 109 Court Street, Newton, Texas 75966
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Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Conirol Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900.

You must supply information for each field of this application form unless
otherwise noted.

Section 1. Eligibility

1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental

incentive grant? Yes [] No [X

2. Is the property/equipment used solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [ ] No

3. Was the property/equipment acquired, constructed, installed, or replaced before January 1,
1994? Yes [] No

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information

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

Corporation [] Limited Partner [_] Other: Limited Liability
Sole Proprietor [ ] Utility [] Corporation
Partnership [}

2. Size of Company: Number of Employees

1t0 99 500 t0 999 [_] 2,000 10 4,999 [_]
100 to 499 [] 1,000 t0 1,099 [ ] 5,000 OF more

3. Business Description: (Briefly describe the type of business or activity at the facility)

Natural Gas-Fired Electric Power Generation

4. Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Electric Power Generation, fossil fuel

Usc Determination for Pollution Control Property Application—Forim TCEQ-00611
Effective December 2010 Page10f7





Section 3. Type of Application and Fee

1. Select only one:
Tier I — Fee: $150 [_] Tier II — Fee: $1,000 [] Tier III — Fee: $2,500

2. Payment Information:

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check & 1/Q

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

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.

Section 4. Property/Equipment Owner Information
Company Name of Owner: Cottonwood Energy Company LP
Mailing Address: 976 County Road 4213
City, State, Zip: Deweyville, TX 77614
Customer Number (CN): CN602765687
Regulated Entity Number (RN):RN100226109
Is this property/equipment owned by the CN listed in Question 4? Yes P No []
If the answer is ‘No,’ please explain: N/A
7. 1Is this property/equipment leased from a third party? Yes [_] No
If the answer is ‘Yes,’ please explain: N/A
8. Isthis property/equipment operated by the RN listed in Question 57 Yes No []
If the answer is ‘No,” please explain: N/A

I

Section 5. Name of Property/Equipment Operator (If
different from Owner)

1. Company Name: N/A

2. Mailing Address: N/A

3. City, State, Zip: N/A

4. Customer Number (CN): N/A

5. Regulated Entity Number (RN):N/A

Section 6. Physical Location of Property/Equipment
1. Name of Facility or Unit where the property/equipment is physically located:
Cottonwood Energy Center

2. Type of Mfg. Process or Service: Natural Gas-Fired Electric Power Generation

Usc Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page o of 7





3. Street Address: 976 County Road 4213
4. City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newton County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Company Name: Duff & Phelps, L1LC

First Name of Contact: Greg

Last Name of Contact: Maxim

Sahitation: Mr. [X] Mrs.[] Ms. [ ] Dr. [ ] Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7911

A A T A o

Email Address: Gregory.maxim@duffandphelps.com
10. Tracking Number (optional): CC-2012-04

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

For each piece, or each category, of pollution control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution control
property/equipment if a use determination is being sought for more than one (1) piece.
General Information

1. Name the property/equipment:

Unit 4 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

2. Isthe property/equipment used 100% as pollution control equipment? Yes [1 No [X

If the answer is ‘Yes,” explain how it was determined that the equipment is used 100% for
pollution control: N/A. See Calculation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model.

3. Does the property/equipment generate a Marketable Product? Yes No []
If the answer is ‘Ves,’ describe the marketable product: Electricity
4. What is the appropriate Tier I Table or Expedited Review List number? ERL #8
5. s the property/equipment integrated pollution control equipment? Yes No []

Use Determination for Pollution Control Property Application—Form TCEQ-c0611
Effective December 2010 Page 307





If the answer is ‘No,’ separate applications must be filed for each piece of
property/equipment.
6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference

7. Isthe Tier I Table percentage based on the incremental cost difference? Yes [] No [] N/A[X]
If the answer is Yes,” answer the following questions:
What is the cost of the new piece of property/equipment? N/A

9. What is the cost of the comparable property/equipment? N/A

10. How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Description
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background: Cottonwood Energy Center

The Cottonwood Energy Center (the “Facility”) is a natural gas-fired, combined cycle power
generating facility located in Deweyville, Newton County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heal recovery steam generators (“HRSGs”), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in December 2003. It has a base load capacity of 1,260 MW. The Facility serves
the SERC Reliability Corporation region.

Pollution Control Property Description — Cottonwood Unit 4 HRSG

The pollution control property described in this Application is the Unit 4 HRSG and dedicated
ancillary system (the “PC Property”) installations.

Cottormrwood Unit 4 HRSG

The Facility consists of a combined-cycle gas turbine power plant with four (4) gas Combustion
Turbines (“CTs”) each equipped with ITIRSGs and dedicated ancillary systems necessary to
capture heat from the CTs’ exhaust and convert it into electrical power. The Unit 4 HRSG
captures the waste heat of combustion from the Unit 4 CT exhaust gas and utilizes this waste
heat to produce steam, which in turn powers a steam turbine-generator set to produce electric
power at the Facility in addition to the electric power generated by the CT alone.

The Facility gains both production and pollution control benefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 4 HRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 4 CT exhaust gas results
in the conversion of approximately 50% of the chemical energy of the natural gas utilized at the
Facility into electricity (HHV basis), a gain over the use of the fuel by these CTs alone.
Secondly, due to this efficiency gain, the Facility is able to generate fewer emissions
(particularly NOy emissions) than a traditional power generation facility utilizing a single
thermodynamic cycle; thus supporting the subject PC Property’s inclusion on the Expedited
Review List.

Use Determination for Pollation Centrol Property Application—Form TCEQ-0061%
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The Figure below is representative of a simplified combined-cycle plant process flow.
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Please see the Cost Analysis Procedure (“CAP”) Model attached for the calculation of the
percentage of the subject pollution control property eligible for property tax exemption.

Applicable Rule

12. What adopted environmental rule or regulation is being met by the construction or installation
of the property/equipment? The citation must be to the subsection level.

The PC Property was installed to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx”™) for Electric Utility Steam generating units for New Source
Performance Standards (“NSPS™)”.

As well, the PC Property allows emissions to meet or exceed Best Available Control Technology
emission limitations established in Federal Operating Permit #02338. Per 30 Texas
Administrative Code {“TAC”) §122.143{4), the permit holder must comply with all terms and
conditions codified in the permit and any provisional terms and conditions required to be
included with the permit.

Use Determination for Pollution Control Property Application—Form TCEQ-00611
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Environmental Benefit
13. What is the anticipated environmental benefit related to the construction or ingtallation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NOy and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)
Attach documentation to the application showing a Process Flow Diagram for the
property/equipment.

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant.

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier ITI applications, Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the

property/equipment.
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”} Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought.

Tier 1 Table No. .
Property/Equipment Name or Expedited Pegggnt Estlm{a]:ﬁeDollar
Review List No.
Land:
Property: Heat Recovery Steam N/A 42.09% | $ 60,584,465
Generator ("HRSG") and Dedicated
Ancillary Systems
Property:
Property:
Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollution
control property/equipment,

Use Determination for Pollution Control Property Application—Forim TCEQ-00611
Effective December 2010 Page 6 of 7





Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, I certify that I am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief.

Printed Name: Greg M Date: 12/2/2011
Signature: ( An)ﬁ ?"&

Title: Director

Company Name: Duff & Phelps, LLC

Under Texas Penal Code 37.10, if you make a false statement on this application, you could
receive ajail 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.

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page 7 of 7
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Cottonwood Energy Company, LP Cost Analysis Procedure Model
ATTACHMENT B

Taxpayer: Cottonwood Energy Company, LP
Plant: Cottonwood Energy Centor

DUFF&PHELPS

Plant Summary: 1,260 MW 4x4 Configuration Combined Cycle Power Plant (2003)

Plant Location: Newtan Gounty, Texas
Project: Tier i1l Cost Analysis Procedure ("CAP") Calculations
Date: December 2, 2011
Rev: 0

Levelized Cost of Energy ("LCOE") Model!"

Formulas
Capilal Recovery Factor ("CRF") = ix(1+i)
(1+0)"-1
Capital Fixed O&M
LCOE = ( Cost X CRF ) N Costs Fuel Heat
Hours per Capacity Cost Rate
X
Year Facior
Calculations
Capilal Recovery Factor 10.23%
LCOE ($/kWh) $ 0.03079

M hitp:fiwww.nrel.govianalysis/icoe_documentation.htmi

Note: The Levelized Cost of Energy is a calculation developed by the United States Department of Energy's
National Renewable Energy Lab to determine the cost of generating energy (electricity) using the design or
performance criteria for a specific power generation unit. The website above gives a more detailed description

of the model and its development.

Duff Phelps 1 Cottonwood Unit 4 HRSG CAP Calculations 12212071
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DUFF&PHELPS

TCEQ Cashier's Office - MC-214 December 2, 2011
Building A

12100 Park 3% Circle

Austin, TX 78753

Re: Application for Use Determination for Air Pollution Control Property Located at
Cotlonwood Energy Center in Newton County, Texas

Enclosed please find one application (the “Application”) for property tax exemption for Air
Pollution Control Property located at Cottonwood Energy Center (the “Facility”) In Newion County,
Texas. A copy of the Application has been provided for the appraisal district.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality ("TCEQ") Application for Use
Determination for Pollution Control Property. The enclosed application is a Tier Il Application.
Submission of this Application is required as a process step in the TCEQ's pollution control
certification process for tax exemption of certain assets used in pollution control capacities within
the Facility. As outlined by the application instructions, the fee for this Tier Il Application is
$2,500. Please find enclosed a check for the $2,500 Tier ill Application Fee.

The Application can be summarized as follows:

Property Description Estimated Cost

Unit 4 Heat Recovery Steam Generator ("HRSG")

Tier I and Dedicated Ancillary Systems

$ 26,043,320

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

Mr. Greg Maxim

Duff & Phelps LLC

919 Congress Avenue, Suite 1450
Austin, TX 87801

Duff & Phelps, LLC T +1512 871 5580 gregory.maxim@duffandphelps.com
919 Congress Avenue F +1 612 361 7011 www.duffandphelps.com
Sulie 1450

Austin, TX 7870t





TCEQ Cashier's Office
December 2, 2011
Page 2 of 2

If you have any questions regarding the Application or the information supplied within the
Application, please contact me, Greg Maxim, Directer, Duff & Pheips L.LC, at (512) 671-5580 or
by e-mail at gregory.maxim@duffandphelps.com.

Very truly yours,

Gregory Maxim
Director
Specialty Tax

Enclosures

ce: Ms. Kalhryn Tronsberg Macciocea {Duff & Phelps, LLC)





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

Zak Covar, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

July 10, 2012

Mr. Greg Maxim
Director

Duff & Phelps, LLC
919 Congress Avenue
Suite 1450

Austin, Texas 78701

Re:  Notice of Negative Use Determination

Cottonwood Energy Compnay, LP
Cottonwood Energy Center

976 County Road 4213

Deweyville (Newton County)

Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 16410

Tracking Number: CC-2012-04

Dear Mr. Maxim:

This letter responds to Cottonwood Energy Compnay, LP's Application for Use Determination,
received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(TCEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #16410 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heat recovery steam generators and associated dedicated ancillary equipment are used solely
for production; therefore, are not eligible for a positive use determination.

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

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

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

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





Mr. Greg Maxim
Page 2
July 10, 2012

Sincerely,

ﬁ;

Chance Goodin, Team Leader
Stationary Sources Team
Air Quality Division

CG/RH
Enclosure

cc: Chief Appraiser, Newton County Appraisal District, 109 Court St, Newton, Texas
75966
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Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Control Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900.

You must supply information for each field of this application form unless
otherwise noted.

Section 1. Eligibility

1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [ | No

2. Isthe property/equipment used solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [] No

3. Was the property/equipment acquired, constructed, installed, or replaced before January 1,
1994? Yes [ ] No

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information

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

Corporation [] Limited Partner [] Other: Limited Liability
Sole Proprietor [] Utility [] Corporation
Partnership []

2. Size of Company: Number of Employees
1to 99 X 50010999 [] 2,000 10 4,999 []
100 to 499 [] 1,000 t0 1,999 [] 5,000 Or more

3. Business Description: {Briefly describe the type of business or activity at the facility)

Natural Gas-Fired Electric Power Generation

4. Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Flectrie Power Generation, fossil fuel

Use Determination for Pollution Contrel Property Application--Form TCEQ-00611
Effective December 2010 Pageiof7





Section 3. Type of Application and Fee
1. Select only one:
Tier I — Fee: $150 [ Tier II — Fee: $1,000 [ ] Tier ITI — Fee: $2,500

2. Payment Information:

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check Si1Q

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

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.

Section 4. Property/Equipment Owner Information

Company Name of Owner: Cottonwood Energy Company LP

Mailing Address: 976 County Road 4213

City, State, Zip: Deweyville, TX 77614

Customer Number (CN): CN602765687

Regulated Entity Number (RN):RN100226109

Is this property/equipment owned by the CN listed in Question 4? Yes DX No []

A A

If the answer is ‘No,” please explain: N/A

7. Is this property/equipment leased from a third party? Yes [] No [X
If the answer is Yes,’ please explain: N/A

8. Is this property/equipment operated by the RN listed in Question 5? Yes No []
If the answer is ‘No,” please explain: Nf/A

Section 5. Name of Property/Equipment Operator (If
different from Owner)

1. Company Name: N/A

Mailing Address: N/A

City, State, Zip: N/A

Customer Number (CN): N/A

Regulated Entity Number (RN):N/A

A

Section 6. Physical Location of Property/Equipment
1. Name of Facility or Unit where the property/equipment ig physically located:
Cottonwood Energy Center

2. Type of Mfg. Process or Service: Natural Gas-Fired Electric Power Generation

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page 2 of 7





3. Street Address: 976 County Road 4213
4. City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newton County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Company Name: Duff & Phelps, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation: Mr. D] Mrs. [] Ms. [] Dr. [] Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P} 512-671-5580; (F) 512-351-7911

R A B I R

Email Address: Gregory.maxim@duffandphelps.com
10. Tracking Number (optional): CC-2012-03

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

For each piece, or each category, of pollution control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution control
property/equipment if a use determination is being sought for more than one (1) piece.
General Information

1. Name the property/equipment:

Unit 3 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

2. Isthe property/equipment used 100% as pollution control equipment? Yes [ 1 No

If the answer is ‘Yes,” explain how it was determined that the equipment is used 100% for
pollution control; N/A, See Calculation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model,

3. Does the property/equipment generate a Marketable Product? Yes No []
If the answer is ‘Yes,” describe the marketable product: Electricity
4. What is the appropriate Tier I Table or Expedited Review List number? ERL #8
Is the property/equipment integrated pollution control equipment? Yes No [}

Use Determination for Pollution Control Property Application—Form TCEG-00611
Effective December 2010 Page 3 of 7





If the answer is ‘No,’ separate applications must be filed for each piece of
property/equipment.
6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference

7. Isthe Tier I Table percentage based on the incremental cost difference? Yes [] No [] N/A
If the answer is Yes,” answer the following questions:
What is the cost of the new piece of property/equipment? N/A

9. What is the cost of the comparable property/equipment? N/A

10. How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Description
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background: Cottonwood Energy Center

The Cottonwood Energy Center (the “Facility”) is a natural gas-fired, combined cycle power
generating facility located in Deweyville, Newton County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heat recovery steam generators (“HRSGs”), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in December 2003, It has a base load capacity of 1,260 MW. The Facility serves
the SERC Reliability Corporation region.

Pollution Control Property Description — Cotionwood Unit 3 HRSG

The pollution control property described in this Application is the Unit 3 HRSG and dedicated
ancillary system (the “PC Property”) installations,

Cottonwood Unit 3 HRSG

The Facility consists of a combined-cycle gas turbine power plant with four (4) gas Combustion
Turbines (“CTs"} each equipped with HRSGs and dedicated ancillary systems necessary to
capture heat from the CTs’ exhaust and convert it into electrical power. The Unit 3 HRSG
captures the waste heat of combustion from the Unit 3 CT exhaust gas and utilizes this waste
heat to produce stearm, which in turn powers a steam turbine-generator set to produce electric
power at the Facility in addition to the electric power generated by the CT alone.

The Facility gains both production and poltution control benefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 3 HRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 3 CT exhaust gas results
in the conversion of approximately 50% of the chemical energy of the natural gas utilized at the
Facility into electricity (HIIV basis), a gain over the use of the fuel by these CTs alone.
Secondly, due to this efficiency gain, the Facility is able to generate fewer emissions
(particularly NOy emissions) than a traditional power generation facility utilizing a single
thermodynamic cycle; thus supporting the subject PC Property’s inclusion on the Expedited
Review List.

Use Determination for Pollution Control Property Application—Form TCEG-00611
Effective December 2010 Page 4 of 7





The Figure below is representative of a simplified combined-cycle plant process flow.

Cooling Tower 1
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o | P \M'—* Stearn Generator

Gaz Turhine
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A
Intake Air

Please see the Cost Analysis Procedure (“CAP”) Model attached for the calculation of the
percentage of the subject pollution control property eligible for property tax exemption.

Applicable Rule

12. What adopted environmental rule or regulation is being met by the construction or installation
of the property/equipment? The citation must be to the subsection level.

The PC Property was installed to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx™) for Electric Utility Steam generating units for New Source
Performance Standards (“NSPS”)".

As well, the PC Property allows emissions to meet or exceed Best Available Control Technology
emission limitations established in Federal Operating Permit #02338. Per 30 Texas
Administrative Code (“TAC”) §122.143(4), the permit holder must comply with all terms and
conditions codified in the permit and any provisional terms and conditions required to be
included with the permit.

Use Determination for Pollution Control Properly Application—Form TCEQ-00611
Effective December 2010 Page 5 of 7





Environmental Benefit
13. What is the anticipated environmental benefit related to the construction or installation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NOy and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)

Attach documentation to the application showing a Process Flow Diagram for the
property/equipment.

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant.

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier III applications. Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the

property/equipment.
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought.

Tier 1 Table No. .
Property/Equipment Name or Expedited Pe?g:nt EStlmf};EiieDouar
Review List No.
Land:
Property: Heat Recovery Steam N/A 42.90% | $ 60,584,465
Generator ("HRSG") and Dedicated
Ancillary Systems
Property:
Property:
Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollition
control properity/equipment.

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective Decomber 2010 PageGof7





Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, I certify that T am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge

and belief.
Printed Name: Greg Maxim Date: 12/2/2011

Signature: CY\ U/ \.—l
AS

]

Title: Director
Company Name: Duff & Phelps, LLC

Under Texas Penal Code 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.

Use Determination for Pollution Control Property Application—Form TCEQ-o0611
Effective December 2010 Page 7 of 7
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bOﬁOﬂWOOd Energy Company, LP Cost Analysis Procedure Modef

ATTACHMENT B

Taxpayer: Cottonviood Energy Company, LP
Plant; Cottonwood Energy Center

DUFF& PHELPS

Plant Summary: 1,260 MW 4x4 Configuration Combined Cycle Power Plant (2003)

Plant Location: Newton County, Texas
Profect: Tier 11l Cost Analysis Procedure ("CAP*) Calculations
Date: December 2, 2011
Rev: ]

Levelized Cost of Energy ("LCOE") Mode|™

Formulas
Capital Recovery Factor ("CRF") = |x(1+ i!"
(1+0)"-1
Capital _ Fixed O&M
LCOE = ( Cost CRF ) " Costs Fuel Heat
Hours per Capacity Cost Rate )
%
Year Factor
Calculations
Capital Recovery Factor 10.23%
LCOE ($/kWh) $§ 0.03079

3 hitp:/fAww.nrel govfanalysis/lcoe_documentation.html

Nofe: The Levelized Cost of Energy is a calcutation developed by the United States Depariment of Energy's
National Renewable Energy Lab to determine the cost of generating energy (electricity) using the design or
performance criteria for a specific power generation unit. The website above gives a more detailed deseription

of the model and its development.

Duff Phelps | Cottonwood Unit 3 HRSG CAP Caiculations 12/2/2011
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“w:* DUFF&PHELPS

TCEQ Cashier's Office - MC-214 December 2, 2011
Building A

12100 Park 35 Circle

Austin, TX 78753

Re: Application for Use Determination for Air Pollution Control Property Located at
Cottonwood Energy Center in Newton County, Texas

Enclosed please find one application (the "Application™) for property tax exemption for Air
Pollution Control Property located at Cottonwood Energy Center (the “Facility™) in Newton County,
Texas. A copy of the Application has been provided for the appraisal district.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality ("TCEQ") Application for Use
Determination for Pollution Control Property. The enclesed application is a Tier 11l Application.
Submission of this Application is required as a process step in the TCEQ’s pollution control
certification process for tax exemption of certain assets used in poliution control capacities within
the Facility. As outlined by the application instructions, the fee for this Tier Il Application is
$2,500. Please find enclosed a check for the $2,500 Tier 1l Application Fee.

The Application can be summarized as follows:

Property Description Estimated Cost

Unit 3 Heal Recovery Steam Generator (*HRSG")
and Dedicated Ancillary Systems $26,043,320

Tier 1l

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

Mr. Greg Maxim

Duff & Phelps LLC

919 Congress Avenue, Suite 1450
Austin, TX 87801

Duff & Phelps, LLC T 1512 671 5580 gregory.maxim@duffandphelps.com
919 Coangress Avenve # +1 612 361 7911 www.duffandphelps.com
Suite 1450

Austin, TX 78701





TCEQ Cashier's Office
December 2, 2011
Page 2 of 2

If you have any guestions regarding the Application or the information supplied within the
Application, please contact me, Greg Maxim, Director, Duff & Phelps LLLC, at {512) 671-5580 or
by e-mail at gregory.maxim@duffandphelps.com.

Very truly yours,

=

Gregory Maxim
Director
Specialty Tax

Enclosures

ce! Ms. Kathryn Tronsberg Macciccca {Duff & Phelps, LLC)





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

Zak Covar, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

July 10, 2012

Mr. Greg Maxim
Director

Duff & Phelps, LLC
919 Congress Avenue
Suite 1450

Austin, Texas 78701

Re:  Notice of Negative Use Determination

Cottonwood Energy Compnay, LP
Cottonwood Energy Center

976 County Road 4213

Deweyville (Newton County)

Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 16410

Tracking Number: CC-2012-04

Dear Mr. Maxim:

This letter responds to Cottonwood Energy Compnay, LP's Application for Use Determination,
received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(TCEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #16410 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heat recovery steam generators and associated dedicated ancillary equipment are used solely
for production; therefore, are not eligible for a positive use determination.

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

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

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

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





Mr. Greg Maxim
Page 2
July 10, 2012

Sincerely,

ﬁ;

Chance Goodin, Team Leader
Stationary Sources Team
Air Quality Division

CG/RH
Enclosure

cc: Chief Appraiser, Newton County Appraisal District, 109 Court St, Newton, Texas
75966
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Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Control Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900.

You must supply information for each field of this application form unless
otherwise noted.
Section 1. Eligibility

1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [_] No

2. Is the property/equipment used solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes ] No

3. Wasthe property/equipment acquired, constructed, installed, or replaced before January 1,
1994? Yes [ | No

If the answer to any of these questions is “Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information
1. What is the type of ownership of this facility?

Corporation [_] Partnership [ ] Utility [
Sole Proprietor [ Limited Partner [] Other: Limited Liability

2. Size of Company: Number of Employees

110 99 500t0 999 ] 2,000 10 4,999 [ ]
100 to 499 [] 1,000 to 1,999 [] 5,000 or more

3. Business Description: (Briefly describe the type of business or activity at the facility)

Natural Gas-Fired Electric Power Generation

4, Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Electric Power Generation, fossil fuel

Use Determination for Pollution Control Property Application—Fortm TCEQ-00611
Effective December 2010 Page10of7





Section 3. Type of Application and Fee
1. Select only cne:
Tier I - Fee: $150 [] Tier II — Fee: $1,000 [_] Tier III — Fee: $2,500

2. Payment Information:

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check S1if]

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

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.
Section 4. Property/Equipment Owner Information
Company Name of Owner: Cottonwood Energy Company LP
Mailing Address: 976 County Road 4213
City, State, Zip: Deweyville, TX 77614
Customer Number (CN): CN602765687
Regulated Entity Number (RN):RN100226109
Is this property/equipment owned by the CN listed in Question 4? Yes X No [ ]
Ifthe answer is ‘No,’ please explain: N/A
7. Isthis property/equipment leased from a third party? Yes [ ] No KX
If the answer is ‘Yes,” please explain: N/A
8. Isthis property/equipment operated by the RN listed in Question 5? Yes No []
Ifthe answer is ‘No,” please explain: N/A

S

Section 5. Name of Property/Equipment Operator (If
different from Owner)

1. Company Name: N/A

2. Mailing Address: N/A

3. City, State, Zip: N/A

4, Customer Number (CN): N/A

5. Regulated Entity Number (RN):N/A

Section 6. Physical Location of Property/Equipment
1. Name of Facility or Unit where the property/equipment is physically located:
Cottonwood Energy Center

2. Type of Mfg. Process or Service: Natural Gas-Fired Electric Power Generation

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effcetive December 2010 Pagez2of7





3. Street Address: 976 County Road 4213
4. City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newton County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Company Name: Duff & Phelps, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation: Mr. [X] Mrs. [] Ms.[ | Dr. [} Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7011

¥ OE NS AW =

Email Address: Gregory.maxim@duffandphelps.com

10. Tracking Numb tional): CC-264:+=18&
acking Number (optional) o1 (-;znt“z." oz

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

For each piece, or each category, of pollution control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution control
property/equipment if a use determination is being sought for move than one (1) piece.

General Information

1. Name the property/equipment:

Unit 1 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

2. Isthe property/equipment used 100% as pollution control equipment? Yes [ ] No

If the answer is 'Yes,” explain how it was determined that the equipment is used 100% for
pollution control: N/A. See Calculation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model.

3. Does the property/equipment generate a Marketable Product? Yes X] No [ ]
If the answer is ‘Yes,” describe the marketable product: Electricity
4, What is the appropriate Tier I Table or Expedited Review List number? ERL #8
5. 1Is the property/equipment integrated pollution control equipment? Yes X] No []

Use Determination for Pollution Centrol Property Application—Form TCEQ-00611
Effective December 2010 Page 3 of 7





If the answer is ‘No,’ separate applications must be filed for each piece of
property/equipment.
6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference

7. Isthe Tier I Table percentage based on the incremental cost difference? Yes [| No [ N/A X
If the answer is ‘Yes,” answer the following questions:
What is the cost of the new piece of property/equipment? N/A

9. What is the cost of the comparable property/equipment? N/A

10, How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Description
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background: Cottonwood Energy Center

The Cottonwood Energy Center (the “Facility”) is a natural gas-fired, combined cycle power
generating facility located in Deweyville, Newion County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heat recovery steam generators (“HRSGs™), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in December 2003, Tt has a base load capacity of 1,260 MW. The Facility serves
the SERC Reliability Corporation region.

Pollution Control Property Description — Cotiomwood Unit 2 HRSG

The pollution contro] property described in this Application is the Unit 2 HRSG and dedicated
ancillary system (the “PC Property”) installations.

Cottonwood Unit 2 HRSG

The Facility consists of a combined-cycle gas turbine power plant with four {(4) gas Combustion
Turbines (“CTs”) each equipped with HRSGs and dedicated ancillary systems necessary to
capture heat from the CTs” exhaust and convert it into electrical power. The Unit 2 HRSG
captures the waste heat of combustion from the Unit 2 CT exhaust gas and utilizes this waste
heat to produce steam, which in turn powers a steam turbine-generator set to produce electric
power at the Facility in addition to the electric power generated by the CT alone.

The Facility gains both production and pollution control benefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 2 HRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 2 CT exhaust gas results
in the conversion of approximately 50% of the chemical energy of the natural gas utilized at the
Facility into electricity (HHV basis), a gain over the use of the fuel by these CTs alone.
Secondly, due to this efficiency gain, the Facility is able to generate fewer emissions
(particularly NO, emissions) than a traditional power generation facility utilizing a single
thermodynamic cycle; thus supporting the subject PC Property’s inclusion on the Expedited
Review List.

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page 4 of 7





The Figure below is representative of a simplified combined-cycle plant process flow.
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Please see the Cost Analysis Procedure (“CAP”) Model attached for the calculation of the
percentage of the subject pollution control property eligible for property tax exemption.

Applicable Rule

12. What adopted environmental rule or regulation is being met by the construction or installation
of the property/equipment? The citation must be to the subsection level.

The PC Property was installed to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx”) for Electric Utility Steam generating units for New Source
Performance Standards (“NSPS”)”.

As well, the PC Property allows emissions to meet or exceed Best Available Control Technology
emission limitations established in Federal Operating Permit #02338. Per 30 Texas
Administrative Code (“TAC”) §122.143(4), the permit holder must comply with all terms and
conditions codified in the permit and any provisional terms and conditions required to be
included with the permit.

Usc Determination for Pollution Control Property Application-Form TCEQ-00611
Effective Decermber 2010 Page 5 0f7





Environmental Benefit
13. What is the anticipated environmental benefit related to the construction or installation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NO, and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)

Attach documentation to the application showing a Process Flow Diagram for the
property/equipment.

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant,

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier ITI applications. Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the

property/equipment.
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought,

Tier 1 Table No. .
Property/Equipment Name or Expedited Use Estimated Dollar
. . Percent Value
Review List No.
Land:
Property: Heat Recovery Steam N/A 42.99% | $ 60,584,465
Generator ("HRSG") and Dedicated
Angcillary Systems
Property:
Property:
Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollution
control property/equipment.

Use Detormination for Pollution Control Property Application—Form TCEQ-co611
Effective December 2010 Page 6 of 7





Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, I certify that I am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief.

Printed Name: Greg Maxim Date: 12/2/2011
\ W:?
Signature: é\h N —catt
=

Title: Director
Company Name: Duff & Phelps, LLC
Under Texas Penal Code 37.10, if you make a false statement on this application, you could

recejve 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.

Use Determination for Pellution Control Property Application—Form TCEQ-00611
Effective December 2010 Page7 of 7
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Cottonwood Energy Company, LP Cost Analysis Procedure Model DUFF&PHELPS
ATTACHMENT B

Taxpayer: Cottonwood Energy Company, LP
Plant: Cottonwood Energy Center
Plant Summary: 1,260 MW 4x4 Configuration Combined Cycle Power Plant (2003)
Plant Location: Newton County, Texas
Project: Tier 1l Cost Analysis Procedure ("CAP") Calculations
Date: December 2, 2011
Rev: 0

Levelized Cost of Energy ("LCOE") Modei!"!

Formulas
Capital Recovery Factor ("CRF") = ix{1+i)
(1+)"-1
Capital Fixed O&M
LGOE = ( Cost X CRF ) ' _Costs . fFudl _ Hea
Hours per Capacity Cost Rate )
X
Year Factor

Calculations

Capital Recovery Factor 10.23%

LCCE ($/kWh) $ 0.03079

i http:/iwww.nrel.gov/analysis/icoe _documentation.html
Nofe: The Levelized Cost of Energy is a calculation developed by the United States Department of Energy's
National Renewable Energy Lab fo determine the cost of generating energy (electricity) using the design or
performance criteria for a specific power generation unit. The website above gives a more detailed description
of the model and its development.

Duff Phelps | Cottonwood Unil 2 HRSG CAP Calculations 12/2/2011 Page 6 of 6
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DUFF&PHELPS

TCEQ Cashier's Office - MC-214 December 2, 2011
Building A

12100 Park 35 Circle

Austin, TX 78753

Re: Application for Use Detarmination for Air Poltution Control Property Located at
Cottonwood Energy Center in Newton County, Texas

Enclosed please find one application (ths “Application”) for property tax exemption for Air
Poliution Control Property located at Cottonwood Energy Center {the “Facility”} in Newton County,
Texas. A copy of the Application has been provided for the appraisal district.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prepared using the Texas Commission on Environmental Quality (“TCEQ”) Application for Use
Determination for Pollution Controt Property. The enclosed application is a Tier Ili Application.
Submission of this Application is required as a process step in the TCEQ’s pollution control
certification process for tax exemption of certain assets used in pollution control capacities within
the Facility. As outlined by the applicalion instruclions, the fee for this Tier Il Application is
$2,500. Please find enclosed a check for the $2,500 Tier IIl Application Fee.

The Application can be summarized as follows:

Property Description Estimated Cost

Unit 2 Heat Recovery Steam Generator ("HRSG")

Tier lil and Dedicated Ancillary Systems

$ 26,043,320

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

Mr. Greg Maxim

Duff & Phelps LLC

219 Congress Avenue, Suite 1450
Austin, TX 87801

Duif & Phelps, LLG T +1 512 671 5860 gregary. maxim@duffandphelps.com
919 Congress Avenue F o+ 512 351 7911 v duffandphelps.com
SBuite 1450

Austin, TX 78701





TCEQ Cashier's Office
June 30, 2011
Page2of 2

if you have any questions regarding the Application or the information supplied within the
Application, please contact me, Greg Maxim, Director, Duff & Phelps LLC, at (512) §71-5580 or
by e-mail at gregory.maxim@duffandphelps.com.
Very truly yours,

-

S

Gregory Maxim
Director
Specialty Tax

Enclosures

cc; Ms. Kathryn Tronsberg Macciocca {Duff & Phelps, LLC)





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

Zak Covar, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

July 10, 2012

Mr. Greg Maxim
Director

Duff & Phelps, LLC
919 Congress Avenue
Suite 1450

Austin, Texas 78701

Re:  Notice of Negative Use Determination

Cottonwood Energy Compnay, LP
Cottonwood Energy Center

976 County Road 4213

Deweyville (Newton County)

Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 16412

Tracking Number: CC-2012-02

Dear Mr. Maxim:

This letter responds to Cottonwood Energy Compnay, LP's Application for Use Determination,
received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(TCEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #16412 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heat recovery steam generators and associated dedicated ancillary equipment are used solely
for production; therefore, are not eligible for a positive use determination.

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

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

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

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





Mr. Greg Maxim
Page 2
July 10, 2012

Sincerely,

ﬁ;

Chance Goodin, Team Leader
Stationary Sources Team
Air Quality Division

CG/RH
Enclosure

cc: Chief Appraiser, Newton County Appraisal District, 109 Court St, Newton, Texas
75966





