TCEQ Docket No. 2012-1662-MI1S-U
Ennis Power Reply Brief

EXHIBIT A



TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APPLICATION FOR USE DETERMINATION
FOR POLLUTION CONTROL PROPERTY

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

214, Cashiers Office, PO Box 13088, Austin, Texas 78711-3088.

Information must be provided for each field unless otherwise noted.

1. GENERAL INFORMATION

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

[ Corporation [] Sole Proprietor
X Partnership [] Utility
[] Limited Partnership [] Other:

B. Size of company: Number of Employees

Xl 11to099 [] 1,000 to 1,999
[] 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)
Electricity géneration

=

2. TYPE OF APPLICATION —
[] TierI $150 Fee [] Tier III $2,500 Fee —

[ ] Tier II $1,000 Fee X Tier IV $500 Fee -

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt along,wzth tlze

application to cover the required fee.

3. NAME OF APPLICANT P
A. Company Name: Ennis-Tractebel Power Company, LP 4%

B. Mailing Address (Street or P.O. Box): 12837 Louetta, Ste 201

C. City, State, and Zip Cypress, TX 77429
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit: Ennis Power Plant
B. Type of Mfg. Process or Service: Electricity Generation
C. Street Address: Hwy 287
D. City, State, and Zip: Ennis, TX

E. Tracking Number (Optional):

F. Company or Registration Number (Optional):

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: Ellis Central Appraisal District

B. Appraisal District Account Number: 222666

DRAFT Tax Relief for Pollution Control Property Application
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9.

10.

CONTACT NAME

A. Company/Organization Name

B. Name of Individual to Contact:

C. Mailing Address (Street or P.O. Box):
D. City, State, and Zip:

E. Telephone number and fax number:
F. E-Mail address (if available):

Cummings Westlake LLC

Dale Cummings

12837 Louetta, Suite 201

Cypress, TX 77429

(713) 266-4456 X-1

dcummings@cwlp.net

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.

MEDIUM | Rule/Regulation/Law
Ailr 30 TAC 117.1310
Water

Waste

DESCRIPTION OF PROPERTY (Complete for all applications)

Describe the property and how it will be used at your facility. Do not simply repeat the
description from the Equipment & Categories List. Include sketches of the equipment and
flow diagrams of the processes where appropriate. Use additional sheets, if necessary.
Ennis-Tractebel Power Company installed a heat recovery steam generator in 2001 to reduce air

emissions. Please see attached description.

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

PARTIAL PERCENTAGE CALCULATION
This section is to be completed for Tier Il and IV applications. For information on how to

conduct the partial percentage calculation, see the application instructions document. Attach
calculation documents to completed application.

PROPERTY CATEGORIES AND COSTS
List each control device or system for which a use determination is being sought. Provide

additional attachments for more than 3 properties.

Property Taxable | DFC | ECL | Estimated Use
on Box # Cost %
1/01/94?
Land
Property
Heat recovery steam generator No 7 B-8 $22.020,000 [62.1%
Totals $22,020,000
DRAFT Tax Relief for Pollution Control Property Application
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11. EMISSION REDUCTION INCENTIVE GRANT
(For more information about these grants, see the Application Instruction document).
Will an applicatien for an Emission Reduction Incentive Grant be filed for this property/project?

[ IYes [[]No

12. APPLICATION DEFICIENCIES
After an initial review of the application, the TCEQ may determine that the information provided

with the application is not sufficient to make a use determination. The TCEQ may send a notice of
deficiency, requesting additional information that must be provided within 30 days of the written

notice.

13. FORMAL REQUEST FOR SIGNATURE :
you certify that this information is true to the best of your knowledge

By signing this application

and belief.. j ,

Name: M W‘f" Date: 4/18/08
/

Title: Authorized Agent

Company: Cummings Westlake LLC

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

years and a fine of up to $5,000.

14. DELINQUENT FEE/PENALTY PROTOCOL
This form will not be processed until all delinquent fees and/or penalties owed to the TCEQ or

the Office of the Attorney General on behalf of the TCEQ are paid in accordance with the
Delinquent Fee and Penalty Protocol. (Effective September 1, 2006)

DRAFT Tax Relief for Pollution Control Property Application
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ATTACHMENT TO ENNIS-TRACTEBEL POWER COMPANY, LP TCEQ APPLICATION

The Ennis plant is constructed as a Combined Cycle facility, and as such utilizes a Heat Recovery Steam
Generator (HRSG) as a key component of its process. The HRSG is designed to capture exhaust gases
from a combustion turbine, and to convert this heat energy into high pressure and temperature steam.
Heat transfer occurs through banks of finned tubes in the HRSG that contain water on the inside,

contacted by the hot exhaust gases on the outside.

The use of a HRSG in Combined Cycle facilities results in an improvement in efficiency of the thermal
cycle of a traditional power plant from approximately 36% to 50%. This allows more electrical energy to
be produced for a given heat input than is possible by a simple cycle or traditional steam boiler/turbine
(Rankin cycle) configuration. Since less fuel is utilized per kilowatt of power produced, less exhaust gas
emissions (NOy, CO, CO,, etc) are produced as a result. The HRSG’ primary purpose of capturing and
converting waste heat therefore results in positive environmental benefits.

Ennis-Tractebel Power Company is claiming 61.2% of the cost of the HRSG is pollution control

equipment.

The calculation is based upon the difference between the thermal efficiency in simple cycle versus
combined cycle mode.

Efficiency gain due to HRSG: (50%/36%)—1= 38.8%

Environmental benefit : (1 — efficiency gain of 38.8%) = 61.2%
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Buddy Garcia, Chairman

Larry R. Soward, Commissioner
Bryan W. Shaw, Ph.D., Commissioner
Glenn Shankle, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

April 24, 2008

CUMMINGS WESTLAKE LLC
DALE CUMMINGS '

12837 LOUETTA #201
CYPRESS TX 77429 -

This letter is to inform you that on 4/24/2008, Use Determination Application, 07-12203 (self
assigned tracking number ), was declared to be administratively complete. This application was

filed for the following facility:

ENNIS-TRACTEBEL POWER LP
4001 WEST ENNIS AVE
ENNIS TX 75120

The next step in the Use Determination Application process is the technical review of the
application. If this is a Tier I, II, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response is not counted in
determinating the length of the technical review .The TCEQ will notify you after the technical
review has been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application to the ELLIS County Appraisal District. Please
contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 if you have any

questions.

Sincerely,

Ron Hatlett
Tax Relief for Pollution Control Property Program

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

printed on recycled paper using sov-based ink
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Buddy Garcia, Chadrman

Latry R. Soward, Commissioner

Bryan W. Shaw, Ph.D., Commissioner
Mark R. Vickery, I'.G,, Executive Dirvector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution
December 3, 2008

LaDonna Castafiuela, Chief Clerk

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

P.O. Box 13087

Austin, Texas 78711-3087

Re:  TCEQ Docket Numbers:
2008-0830-MES-U (UD 07-11914/Tenaska Gateway Partners, Ltd)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P)
2008-0832-MIS-U (UD 07-11971/Borger Energy Associates, LP)
2008-0849-MIS-U (UD 07-11965/Brazos Valley Energy, L.P.)
2008-0850-MIS-U (UD 07-11994/Freeport Energy Center, L.P.)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Partners, LFP)
Executive Director’s Response Brief to Rusk County, Freestone Central, Hutchinson
County, Fort Bend Central, Brazoria County, and Wharton County Appraisal Districts’
Appeals of the Executive Director’s Use Determinations

Dear Ms. Castafiuela;

Enclosed for filing, please find an original and 7 copies of the “Executive Director’s
Response Brief to Rusk County, Freestone Central, Hutchinson County, Fort Bend Central, Brazoria
County, and Wharton County Appraisal Districts ' Appeals of the Executive Director s Negative Use
Determinations.

Please file-stamp these documents and retum one copy to D. A. Chris Ekoh, Staff Attorney,
Environmental Law Division, MC 173. If you have any questions, please do not hesitate to contact
me at (512) 239-5487.

Sincerely,

D. A. Chris Ekoh, Staff Attorney
Environmental Law Division

P.O. Box 13087 *  Austin, Texas 76711-3087 * 512.239-1000 * [nternet address: www.tceq.state.tx.us

DA B U R R AR )



TCEQ Docket Numbers
2008-0830-MIS-U (UD 07-11914/Tenaska Gateway Partners, Ltd — Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P. — Freestone Couniy)
2008-0832-MIS-U (UD 07-11971/Borger Energy Associates, LP —~ Hutchinson County)
2008-0849-MIS-U (UD 07-11969/Brazoes Valley Energy, L.P. — Fort Bend County)
2008-0850-MIS-U (UD 07-11994/Freeport Exergy Center, L.P. ~ Brazoria County)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Partners, LP — Wharton
Comnty)
APPEAL OF THE EXECUTIVE 8§ BEFORE THE
DIRECTOR’S USE DETERMINATIONS §
ISSUED TO §
TENASKA GATEWAY PARTNERS, LTD; §
FREESTONE POWER GENERATION,L.P.; § TEXAS COMMISSION ON
BORGER ENERGY ASSOCIATES, L?; §
BRAZOS YALLEY ENERGY, L.} §
FREEPORT ENERGY CENTER, L.P.; and §
NAVASOTA WHARTON ENERGY §
§

PARTNERS, LP ENVIRONMENTAL QUALITY

EXECUTIVE DIRECTOR’S RESPONSE BRIEF TO RUSK COUNTY, FREESTONE
CENTRAL, HUTCHINSON COUNTY, FORT BEND CENTRAL, BRAZORIA COUNTY,
AND WHARTON COUNTY APPRAISAL DISTRICTS’ APPEALS OF THE
EXECUTIVE DIRECTOR’S USE DETERMINATIONS

_The Executive Director of the Texas Commission on Environmental Quality (the Commission or
TCEQ) files this Response fo the Appeals of the Executive Director’s Use Determinations Issued
to Tenaska Gateway Partners, Ltd (Tenaska); Freestone Power Generation, L.P. (Freestone);
Borger Energy Associates, LP (Borger); Brazos Valley Energy, L.P (Brazos); Freeport Energy
Center, L.P (Freeport); and Navasota Wharton Energy Partners, LP (Navasota). The appeals
were submitted by or on behalf of the affected county appraisal districts. The regulated entities
did not appeal the Executive Director’s use determinations.

¢

For the reasons described below, the Executive Director respectfully requests that the
Commission adopt the recommendation of the Executive Dircctor and remand the respective
appeals to the Executive Director to issue new determinations consistent with the Executive
Director’s recommendation as adopted by the Commission.

Part I of this brief presents a background of the Tax Exemption for Pollution Control Property
Program, including a discussion of House Bill 3732; Part TI discusses the proccdural history of
each application including the Executive Director’s determinations; Part 111 describes the devices
involved in these appeals, and the circumstances leading fo the formation of a2 Workgroup to
assist in establishing the method of calculating the proper pollution control percentage for the
devices; and Part IV presents the Executive Director’s recomumendation to the Commission on
the proper pollution control percentage to adopt for the devices involved in these appeals.

TIER IV HRSG APPEALS — EXECUTIVE DIRECTOR’'S RESPONSE BRIEF Page 1



L

PROGRANM BACKGROUND

These appeals of the Executive Director’s use determinations are filed pursvant to H.B. 3121
(77" Tex. Legislature, 2001) establishing an appeals process for use determinations and the
Comimission rules implementing the legislation.

In 1993, the citizens of Texas voted to adop! a tax measure called Proposition 2 (Prop 2). Prop 2
was implemented when Article 8, § 1-1 was added to the Texas Constitution on November 2,
1993, The amendment allowed the legislature to “exempt from ad valorem taxation 21l or part of
real and personal property used, constructed, acquired, or installed wholly or partly to meet or
exceed rules or regulations adopted by any environmental protection agency of the United States,
this state, or a political subdivision of this state for the prevention, monitoring, control, or
reduction of air, water, or land pcsllution.”2

The Texas Legislature codified the constitutional amendment in 1993 as TEX. TAX CODE §
11.31 (effective Janmary 1, 1994). The statutory language in the codified version mirrored the
language of Article 8, § 1-1, The statute sets up a two-step process to obtain tax exemption for
pollution control property. First, a person seeking tax exemption for pollution control property
must obtain a positive use determination from the Executive Director that the property is used
wholly or partly for pollution control.> Second, once a person obtains a positive use
determination from the Executive Director, the person then applies to the appraisal district where
the property is located to receive the actual tax exemption. It is the gerformance of this second
step by the chief appraiser that removes the property from the tax roll.

In 2001, the legislature amended Section 11.31 when it passed House Bill 3121 (effective
September 1, 2001). This bill added several procedural requirements to Section 11.31, including
a provision reguiring the establishment and implementation of a process to appeal use
determinations.” The amendment authorized the Commission to adopt rules establishing specific
standards for the Executive Director to follow in making use determinations for property that
gnalified for either full or partial determinations.’

In 2007, the legislature amended Section 11.31 when it passed House Bill 3732 (effective
September 1, 2007).7 The amendment added three new subsections to Section 11.31 by
requiring the:

» Commission to adopt, by rule, a list of pollution control property which must include the
18 categories of equipment outlined in HB 3732;

} See TEX. TAX CODE § 11.31 and 30 TEX. ADMMN. CODE § 17.25.
*TeX. CONST. art. 8, § 1-1(a) (November 2, 2002).

* TEX. TAX CODE § 11.31(c) & (d).

* Tex. TAX CODE § 11.31(i).

* Sce TEX. TAX CODE § 11.31(e).

5 TEX. TAX CODE § 11.31(g).

" House Bill 3732 (80° Legishature, 2007).

TIER 1V HRSG APPEALS — EXECUTIVE DIRECTOR’S RESPONSE BRIEF Page 2



o Commission to adopt a procedure to review the list at Jeast once every three years and
allows the removal of items from the list when there is compelling evidence that the item
does not provide pollution control; and

@ Executive Director to review applications containing only items on the adopted list, and
to issue a determination without regard to the information provided in response to Section
11.31(c)(1) within 30 days of receipt of the required application documents.®

On January 16, 2008, the Commission adopted rules in%ylementing HRB 3732.° The adopted sules
include the “Equipment and Categories List” (BECL)."® Part B of the BCL consists of the 18
categories of equipment Hsted by the legislature in HB 3732.)' The rules revised the review
standards contained in Section 17.15 by creating a revised “Decision Flow Chart” and adopting a
new “Part B Decision Flow Chart.”"? The rules created a new Tier level of application (Tier IV)
for the categories of equipment contained in Part B of the BCL."® The use determinations subject
to these appeals were filed as Tier IV applications under the newly adopted rules.

Appeals under 30 Tex. ADMIN. CODE § 17.25 may be filed by either the applicant seeking the
determination, or by the chief appraiser of the tax appraisal district affected by the
determination.* The appeal must be in writing and filed within 20 days of receipt of the use
determination letter.'” The Applicant is presumed to have received notice of the determination
on the “third regular business day after the date the notice of the Executive Director’s action is
mailed by first class mail.”'® The appellant is required by Section 17.25(b)(5) to explain the
basis for the appeal. Under Section 11.31(i), “the chief appraiser shall accept a final
determination by the cxecutive director as conclusive evidence that the facility, device, or
method is wsed wholly or partly as pollution control property.”

1I.

PROCEDURAL BACKGROUND
Tenaska Gateway Partners, Ltd — Rusk County (Use Determination Number 07-1 191_4)

On March 14, 2008, Tenaska filed a Tier IV application with the Executive Director seeking a
use determination under Section 11.31 of the Texas Tax Code for 3 Heat Recovery Steam
Generators (HRSG) and 1 enhanced steam turbine. Tenaska claimed the devices were installed
to control Nitrogen Oxides (NOy) and cited 40 C.F.R § 60.44Dz and 30 Tex. AoMiN. CODE §
117.3010 as the rules it is meeting or exceeding by installing the devices. The application was

®1d. See also, 33 Tex.Reg 932, 933 (February 1, 2008).
% 33 Tex Reg 932 (February 1, 2008). The rules became effective on February 7, 2008.
%33 Tex.Reg al 956 and 30 TEX.ADMIN. CODE 17.14(a) (Effective February 7, 2008). Unless otherwise
sPeciﬁcaliy stated, all references to 30 TAC Chapter 17 refer to the mles effective Febroary 7, 2008,
" 33 Tex.Reg at 967; and 30 TEX.ADMN, Cong 17.14{a). .
'2 30 TEX.ADMM. CODE 17.15(a) aud (b).
330 Tex.ADMmN. CODE 17.2(16).
" Trx. TAX CODE § 11.31{e); and 30 TEX. ADMIN. CoDE § 17.25(a)(2).
:: 30 Tex. AbMmN. CODE § 17.25(b)
Id.

TIBR IV HRSG APPEALS — EXECUTIVE DIRECTOR’S RESPONSE BRIEF Page 3



declared to be administratively complete on April 8, 2008. The technical review of the
application was completed on May 1, 2008. On May 1, 2008, the Executive Director issued a
100% positive use determination for the HRSGs and a negative use determination for the
enhanced steam turbine. Rusk County Appraisal District filed a timely appeal on May 19, 2008.
On May 27, 2008, Wayne Frazell (with Pritchard & Abbott, Inc.) filed “detailed comments” on
behalf of Rusk County Appraisal District, explaining its reasons for appeal. A copy of the
application, administrative review documents, techmical review documents, and use
determination letter are attached hersin as ED’s Exhibit 1.

Freestone Power Generation 1L.P — Freestone County {Use Determination Number 07-11966)

On March 28, 2008, Freestone filed a Tier IV application with the Executive Director segking a
nse determination under Section 11.31 of the Texas Tax Code for 4 HRSGs, 2 steam turbines,
and support systems. Freestone claimed the devices were installed to control Nitrogen Oxides
(NOy) and cited 40 CF.R § 60.44Da and 30 TeX. ADMIN, CoDE § 106,512 as the rules it is
meeling or exceeding by installing the devices. The application was declared to be
administratively complete on April 8, 2008. The technical review of the application was
completed on May 1, 2008. On May 1, 2008, the Execcutive Director issued a 100% positive use
determination for the HRSGs and a negative use determination for the steam turbines, and
support systems. Freestone Central Appraisal District filed a timely appeal on May 16, 2008.
On May 27, 2008, Wayne Frazell (with Pritchard & Abbott, Inc.} filed “detailed comments” on
behalf of Freestone County Appraisal District explaining the its reasons for appeal. A copy of
the application, administrative review documents, technical review documents, and use
determination letter are attached herein as ED’s Exhibit 2,

Borger Energy Associates, LP — Hutchingon County (Use Determination Number 07-11971)

On March 31, 2008, Borger filed a Tier IV application with the Executive Director seeking a use
determination under Section 11.31 of the Texas Tax Code for 2 HRSGs. Borger claimed the
devices were installed to control Nitrogen Oxides (NO,) and cited 40 C.F.R § 60.44Da and 30
TeX. ADMIN. CODE § 106.512 as the rules it is meeting or exceeding by installing the devices.
The application was declared to be administratively complete on April 8, 2008. The technical
review of the application was completed on May 1, 2008. On May 1, 2008, the Executive
Director issued a 100% positive use determination for the HRSGs. Hutchinson County
Appraisal District filed a timely appeal on May 16, 2008. On May 27, 2008, Wayne Frazell
(with Pritchard & Abbott, Inc.) filed “detailed comments” on behalf of Hutchinson County
Appraisal District explaining the its reasons for appeal. A copy of the application, adminisirative
review documents, technical review documents, and nse determunation letter are attached herein
as ED’s Exhibit 3.

Brazos Valley Energy L.P — Fort Bend County (Use Determination Number 0711969)

On March 28, 2008, Brazos filed a Tier TV application with the Executive Director seelung a use
determination under Section 11.31 of the Texas Tax Code for 2 HRSGs and 1 steam turbine.
Brazos claimed the devices were installed to control Nitrogen Oxides (NOy) and cited 40 CF.R §

TIER IV HRSG APPEALS — EXECUTIVE DIRECTOR’S RESPONSE BRIEF Page 4



60.44Da and 30 TexX. ApMIN. COpR § 106.512 as the rules it is meeting or exceeding by
installing the devices. The application was declared (o be administratively complete on April 8,
2008. The technical review of the application was completed on May 1, 2008, On May 1, 2008,
the Executive Director issued a 100% positive use determination for the HRSGs and a negative
use determination for the sieam turbine. Fort Bend Central Appraisal District filed a timely
appeal on May 21, 2008. A copy of the application, administrative review documents, technical
review documents, and use determination letter are attached herein as EI’s Exhibit 4.

Freeport Energy Center, L.P — Brazoria County (Use Determination Number 07-11994)

On April 3, 2008, Freeport filed a Tier IV application with the Executive Director seeking a
partial use determination under Section 11.31 of the Texas Tax Code for 1 HRSG, 1 steam
turbine, and condenser and ancillary pump systems. Freeport claimed the devices were installed
to control Nitrogen Oxides (NOy) and cited 40 C.FR § 60.44Da as the rule it is meeting or
exceeding by installing the devices. The application was declared to be administratively
complete on April 8, 2008. The technical review of the application was completed on May 1,
2008. On May 1, 2008, the Executive Director issued a 100% positive use determination for the
HRSG and a negative use determination for the steam turbine, and condenser and ancillary pump
systems. Brazoria County Appraisal District filed a timely appeal on May 21, 2008. A copy of
the application, administrative review documents, technical review documents, and use
determination letter are attached herein as ED’s Exhibit S.

Navasota Wharton Energy Partners, LP — Wharton Cownty (Use Determination Number (7-
11926)

On Maxrch 19, 2008, Navasota filed a Tier IV application with the Executive Director secking a
uge determination under Section 11.31 of the Texas Tax Code for 4 HRSGs and 2 steam turbines.
Navagota claimed the devices wers installed to control Nitrogen Oxides (NQO,) and cited 40
C.F.R § 60.44Da and 30 Tex. ApMiN, CODE § 106.512 as the rules it is meeting or exceeding by
installing the devices. The application was declared to be administratively complete on Aptil 8,
2008. The technical review of the application was completed on May 1, 2008. On May 1, 2008,
the Executive Director granted a 100% positive use determination for the HRSGs and a negative
use determination for the steam furbines. Wharton County Appraisal District filed a timely
appeal on May 21, 2008. A copy of the application, adminisirative review documents, technical
review documents, and use determination letter are aitached herein as EI’s Exhibit 6.

JR1 8

HRSGs and CALCULATION OF POLLUTION CONTROL PERCENTAGE

The properties involved in these appeals are HRSGs and steam turbines used at combined-cycle
facilities to generate electricity. The Tier IV applications were submitted under Part B-8 of the
ECL for HRSGs and Part B-10 of the ECL for steam turbines. The appeals challenge only the
Executive Director’s determinations granting 100% Tier IV positive use determinations for the
HRSGs. The Execntive Director’s determinations regarding the sieam turbines were not

appealed.
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Since the enactment of HB 3732, the Executive Director has received approximately thirty seven
Tier IV use determination applications for HRSGs and steam turbines installed at corubined-
cycle electric generation facilities. The Executive Director has issued 100% positive use
determinations for twenty six HRSGs, Six out of the twenty six use determinations were
appealed by the affected appraisal districts, and all six are the subject of the imstant appeals.
There are currently eleven applications awaiting determinations.

Under TCEQ rules, an applicant for a Tier IV use determination is required to calculate the use
determination for the equipment or categories of equipwment included in the application. “It is the
responsibility of the applicant to propose a reasonable method for determining fhe use
determination percentage. It is the rcsponsﬂ::hty of the executive director to review the proposed
method and make the final determination.”’’ The challenge with most Tier IV applications
incliding those involved in these appeals is the calculation of the use determination percentage
for each category of equipment. A description of the functions performed by a HRSG will help
explain why the calculation methodologies vary from one application to another,

A HRSG acts as a fuel substitute in a typical combined-cycle installation. A typical HRSG
captures hot exhaust gases from a combustion turbine. The resulting heat is converted “into high
Pressure : and temperature steam” which is used to propel a steam turbine to generate electrical
energy. ' This process eliminates the need for the additional burning of coal or other
hydrocarbon based fuel in order to obtain the same increase in electrical energy gencration
output at the site. Installation of a HRSG in a combined—cycle facility “allows more clectrical
energy to be produced for a given heat input” compared to a “simple cycle or traditional steam
boiler/turbine (Rankine cycle) configuration.”"

Calculation Methodologies Provided in the Respective Applications:

Tenaska Gateway: Tenaska proposed a calculation based on comparing a single cycle plant
with a selective catalytic reduction (SCR) system installed to control NO o a combined-cycle
plant with an HRSG installed to boost efficiency with less NOy emissions. Based on this
premise, Tenaska claimed that it merely substituted a HRSG in a combined-cycle plant for an
SCR in a single cycle plant. As a result, Tenaska wanted a use determination percentage that
reflected the total capital cost of the hypothetical SCR that it did not mstall The arithretic and
method of calculation is best expressed on pages 5-6 of the application.?

*? 30 TEX. ADMIV. CODE § 17.17(d).

" ¥ ungjun Zhao, Hongmei Chen, Mark Waters, and Dimitri N, Mavris; “Modsling and Cost Optimization of
Combined Cycle Heat Recovery Generator Systems” (Proczedings of ASME Turbo Expo 2003 - Power of Land,
Sea, and Air, GT2003-38568, June 16-19, 2003}, See also, Application for Use Determinations filed by Enmis-
Tractebel Power Company, LP).

" 14. A single-cycle or simple-cycle power plant wses a “fuej-fired turbine” to generate electricity. A combined-
cycle power piant combines “gas turbine engine” with a heat recovery steam generator and a steam turbine systen to
generate electricity. Single-cycle facilitics are only able to utilize a portion of the heat that the combustion of their
fuel generates. The excess heat generated from combustion is generally wasted in a single cycle facility. The
HRSGs at combined-cycle facilities recapture that waste heat, and use it to make steam to generate electricity;
thereby, improving overall efficiency. See Footnote 18 (*Modeling and Cost Optimization of Combined Cycle Heat
Recovery Generafor Systems™).

* See ED's Exhibit 1 {Application for Tier [V usc determination submitted by Tenaska Gateway Parters, Ltd.).
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The problems with this caleylation are as follows. First, the cost of the steam turbine which 1s
not a pollution control property was factored into the calculation. Second, HRSGs and SCRs are
totally different mechanisms. The latter is a known and acceptable pollution control device,
which may still be installed somewhere in the plant to control pollution, Once installed, Tenaska
can apply and receive a use determination for it. Third, SCRs are custom-built for each facility.
Choosing and using an average cost, as Tenaska did, does not come close to reflecting the actual
valuec of a SCR that would be installed if there was a need to install one. Fourth, the calculation
removes the focus of the evaluation from the purported pollution contrel property, and places it
on another unrelated propetty. The calculation is not based on the equipment for which use
determination is sought. Finally, it is impossible to apply the review standards, particularly the
Decision Flow Charts, using this calculation methodology.

Freeport Energy: Freeport requested a 98% partial use determination for replacing an old
power generation plant with a combined-cycle plant using an HRSG. Freeport based its
proposed calculation on the NOy reduction achieved by the new plant. Freeport claimed that
NO, emissions were reduced from 147ppm {old plant) to 3ppm (new plant). The partial
percentage calculation based on reduction in NO, emissions was 98% of the total cost of
installation of the HRSG, steam turbine, and condenser and ancillary pump system. The method
of caleulation is best expressed on pages 5-6 of the application.?’

The problems with this calculation are as follows. First, the cost of the steam turbine, condenser
and ancillary pump system which are not pollution control properties are factored inio the
calculation. Second, the calculation removes the focus of the evaluation from the purported
poliution control equipment, and places it on NOx emissions. The caleulation is not based on the
equipment for which use determination is sought. Third, the calculation is based on the cost of
the entire Facility rather than the cost of the HRSG. Finally, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calculation methodology.

Freestone Power Generation: Freestone proposed a use determination percentage calculation
based on “avoided emissions.” This “approach relies on thermal output differences between a
conventional power gencration system and the combined-cycle system. 722 This ag})roach
“utilized output-based NO, allocation. method for both power generation projects.’ The
method of calculation is best expressed on Schedule A, and pages 11-12 of the application.”

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control properties are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purpox’ced pollution control property and places it on NOy
emigsions output. The calculation is not based on the devices for which use deterrninations are
sought. Fourth, the calculation is based on several assumptions, none of which reflect the
pollution control properties at issue in this case. Finally, it is impossible to apply the review

21 See ED’s Exhibit 5 (Application for Tier IV use determination submitied by Freeport Energy Center, LP.).

2 gee BD’s Exhibit 2 (Application for Tier IV usc determination submitted by Freestone Power Generation, L.P.).
21d,

24 Id.
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standards, particularly the Decision Flow Charts, using this calculation methodology. Finally, as
aresult of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbines, the applicant came up with a pollution control percentage
of 384%.

Borger Energy: Like Freestone, Borger proposed a use determination percentage calculation
hased on “avoided emissions.” This “approach relies on thermal output differences between a
conventional power generation system and the combined-cycle system.”?* The gz g?roach
“ntilized output-based NOy allocation method for both power generation projects. The
method of calculation is best expressed on Schedule A, and pages 7-9 of the application.””

The problems with this caleulation are as follows, Fixst, the cost of the entire facility was used in
the calculation. Second, the calculation removes the focus of the evalnation from the purported
poliution control properties and places it on NOy emissions output. The calculation is not based
on the devices for which use determinations are sought. Third, the calculation is based on
several assumptions, none of which reflect the pollution control properties at issue in this case.
Fourth, it is impossible to apply the review standards, particularly the Decision Flow Charts,
using this calculation methodology. Finally, as a result of the flawed assumptions and the use of
the total cost of the facility, the applicant came up with a pollution control percentage of 128.6%.

Brazos Valley Energy Brazos proposed a pollution control percentage calculation based on
“avoided emissions.” This “approach relies on thermal output differences between a
conventional power generation system and the combined-cycle system.” 2 The ag;:roach
“ntilized output-based NOx allocation method for both power generation projects.”
method of calculation is best expressed on Schedule A, and pages 9-10 of the application.*®

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control devices are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purported pollution control properties and places it on NOx
emissions output. The calculation is not based on the devices for which use determinations ate
sought. Fourth, the calcnlation is based on several assumptions, none of which reflects the
poilution control properties at issue in this case. Fifth, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calcnlation methodology. Finally, as
a result of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbine, the applicant came up with a pollution control percentage
of 248.1%.

Navasota Energy: Navasota proposed a pollution control percentage calculation based on
“ayoided emissions.”” This “approach relies on thermal output differences between a

:s See ED's Exhibit 3 (Application for Tier I'V use determination submitted by Borger Energy Associates, LP.).
Id.

27 Id.

i: See ED’s Exhibit 4 (Application for Tier [V unse determination submitled by Brazos Valley Energy, LP.).
Id,

2y
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conventional power generation system and the combined-cycle system.” * The apgroach
“utilized output—based NO, atlocation method for both power generation projects. »3 The
method of calculation is best expressed on Schedule A, and pages 9-10 of the appllcanon

The problems with this calculation are as follows. First, the cost of the entire facility was used in
the calculation. Second, the cost of the steam turbines and supporting systems which are not
pollution control devices are factored into the calculation. Third, the calculation removes the
focus of the evaluation from the purported polintion control properties and places it on NOy
emissions output. The calculation is not based on the devices for which use determinations are
sought. Fourth, the calculation is based on several assumptions, none of which reflects the
pollution control properties at issue in this case. Fifth, it is impossible to apply the review
standards, particularly the Decision Flow Charts, using this calculation methodology. Finally, as
a result of the flawed assumptions, the use of the total cost of the facility, and the use of the total
cost of the HRSGs and steam turbine, the applicant came up with a pollution control percentage
of 164%.

The pollution contro] percentages and the methods of calculation used by the applicants vary
considerably. The following are examples of the percentages derived by using the avoided
emissions calenlation:

licant Calcutation Method Polntion Control %

Channel Energy Avoided emission based on No, Output 366.1%
Pasadena Cogeneration Avoided emission based on Nox Output 165%

TH Wharton Avoided emission based on No, Ontput 398.3%
Cedar Bayou 4 Avoided emission based on Nox Output 2255%
Mustang Units 1, 2, &3 Avoided emission based on Nox Output 142.18%
Calpine Baytown Avoided emission based on No, Ouiput 298.75%
Deer Park Energy Avoided emission based on Nox Quiput 503.55%
Magic Valley Avoided emission based on Noy Output 263.55%
FPL Forney Avoided emission based on No, Output 213.64%

Based on various calculations and initial research by staff, the Bxecutive Director allowed 100%
positive use determination for the first set of applications adjudicated. Subsequently, the
Executive Director received new applicafions, with varying use determination percentages. The
Executive Director then decided to develop a consistent and uniform use determination
percentage for HRSGs.

51 See ED’s Exhibit 6 (Application for Tier IV use determination submitted by Navasota Wharton Energy Partners,
LP).

21,

33 i
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Iv.
THE WORKGROUP AND EXECUTIVE DIRECTOR’S RECOMMENDATION

Faced with the difficulties of coming up with a reasonable use determination percentage for
HRSGs, the Bxecutive Director assembled a Workgroup to gather information that wounld lead to
the development of a uniform use determination percentage for the equipment. The Workgroup
was attended by applicants or their representatives whose use determinations are cumently
pending on appeal; applicants or their representatives whose use determination applications are
currently pending in-house; appraisal districts and their representatives; and environmental and
public interest groups. The Workgroup met twice and provided input to the Executive Director
on this issne. Based on staff research and input from the Workgroup, the following conclusions
were made:

1. A comparable combined cycle power plant produces less air emissions than the same size
simple cycle power plant. The reduced emissions are attributed to reduced combustion.
The installation of the HRSGs lead to the reduced emissions.

2. The steam turbine systems are used solely to produce electricity. As 100% production
equipment the steam twbine systems are not eligible for a positive use determination.

3. The pollution control aspect of the combined cycle plant relates solely to the installation
of the HRSGs. However, installation of HRSG also results in increased efficiency and
production gain.

The Executive Director reviewed several calculation methodologies provided in different
applications and at the Workgroup meetings; calculations provided by Wayne Frazell, with
Pritchard & Abbott; and cotaments and suggestions made by Workgroup participants. The goal
was to assign an appropiiate percentage to the pollution control aspect of the HRSGs, while
taking into account the production gain associated with their installation. Of all the calculations
reviewed, the method furnished by Cummings Westlake, LLC, representing Ermis-Tractebel
Power Company, comes the closest to providing the appropriate use determination percentage
for HRSGs.

The Executive Director is therefore recommending the following modified version of the
calculation presented by Cummings Westlake:

A HRSG acts as a fuel substitute in a combined cycle installation. A typical
HRSG captures hot exhaust gases from a combustion turbine. The resulting heat
is converted *into high pressure and temperature steam” which is used to propel 2
steam turbine to generate electrical energy. ** This process eliminates the need for
the additional burning of coal or other hydrocarbon based fuel in order to obtain

* Yongjun Zhao, Hongmei Chen, Mark Waters, and Dimitrd N, Mavris; "Modeling and Cost Optimization of
Combined Cycle Heat Recovery Generator Systems” (Proceedings of ASME Turbo Expo 2003 - Power of Land,
Sea, and Air, GT2003-38568, June 16-19, 2003). See also, Application for Use Determinations filed by Ennis-
Tractebel Power Company, LP).
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the same increase in electrical energy generation output at the site. Installation of
a HRSG in a combined cycle facility “allows more electrical energy to be
produced for a given heat input” compared to a “simple cycle or traditional steam
boiler/bine (Rankine cycle) configuration.”>® The thermal efficiency increase
or production gain derived from the installation of a HRSG is approximately 39%.
Since this percentage represents the additional amount of elsctrical energy
produced for a given heat input, it therefore represents the production value of the
equipment. Based on this production value, the pollution control percentage of a
HRSG installed at a combined-cycle facility is 61%. Staff is thercfore
recommending a positive use determination of 61% for the instaliation of a
HRSG in a combined cycle facility.

Under this method, a HRSG would exit the “Decision Flow Chart” at box 7 and requires the
application of “Part B Decision Flow Chart.”*® HRSG provides environmental benefit at the site
under box 2 of the Part B Decision Flow Chart by acting as fuel substitute, capturing exhaust
gases which would have been emitted into the air at the site, and eliminates the need for the
additional bumning of hydrocarbon-based fuel to obtain the same increase in electrical energy
generation at the site. The HRSGs involved in the instant appeals were installed in order to mest
or exceed an environmental rule adopted to control NO, emissions.®’

Y.

CONCLUSION

The Bxecutive Director requests that the Commission adopt the recommendation of the
Bxecutive Director on the proper pollution control percentage for HRSGs installed at combined-
cycle facilities. - Shouid the Commission choose to adopt the Execufive Director’s
recommendation, the Executive Director intends to apply the adopted recommendation to all
subsequently filed similar use determination applications, and to those applications currently
pending adjundication.

1d.
% 30 Tex. ADMN, CODE § 17.15(a); and 30 TEX. ADMN. Cons § 17.15(b).
3 See 40 C.F.R § 60.44Da; and 30 TEX. ADMIN. CODE § 106,512,
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The Executive Director respectfully requests that the Commission remand use determination

numbers 07-1194, 07-11966, 07-11971, 07-11969, 07-11994, and 07-11926, to the Executive

Director to issue revised use determinations consistent with the adopted recommendation.
Respectfully submitted,

TEXAS COMMISSION ON BNVIRONMENTAL
QUALAITY

Mark R. Vickery, P.G., BExecutive Director

Stephanie Bergeron Perdue,
Deputy Director Office of Legal Services

Robert Martinez, Director
Environmental Law Division

/D.’A. Chris Ekoh, Staff Attorney T

Environmental Law Division
Texas Bar No. 06507015

Timothy Reidy, Staff Attorney
Environmentzl Law Division
Texas Bar No. 24058069

P.0. Box 13087, MC 173

Austin, Texas 78711-3087

Telephone No. (312) 239-5487

Facsimile No. (512) 239-0606

REPRESENTING THE EXECUTIVE DIRECTOR,
TEXAS COMMISSION ON ENVIRONMENTAL
QUALITY
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CERTIFICATE OF SERVICE

I certify that on December 3, 2008, the original and 7 copies of the Executive Director’s
Response to Rusk County, Freestone Central, Hutchinson County, Fort Bend Central, Brazoria
County, and Wharion County Appraisal Districts’ Appeals of the Executive Director’s use
determinations was filed with the Office of the Chief Cletk, Texas Commission on
~ Environmental Quality, and was served by first-class mail, agency mail, or facsimile to all
persons on the attached mailing list.

_'A. Chris Ekoh, Staff Attormey
Environmental Law Division
Texas Commission on Envirormental Quality
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MAILING LIST
TCEQ Docket Numbers
2008-0830-MIS-U (UD 07-11914/Tenaska Gateway Partners, Lid — Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P. — Freestone County)

2008-0832-MIS-U (UD 07-11971/Borger Energy Associates, LP — Hutchinson County)

2008-0849-MIS-U (UD 07-11969/Brazos Valley Energy, L.P. — Fort Bend County)

2008-0850-MIS-U (UD 07-11994/Freeport Energy Center, L.P. ~ Brazoria County)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Partners, LP — Wharton

County)

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

Rusk County Appraisal Distriot
P.O.Box 7

Hendetson, Texas 75653-0007
903/657-3578 Fax 903/657-9073

David Johnson

Tenaska, Inc,

1044 M. 115" St., Suite 400
Omaha, Nebraska 68154-4446

Bud Black, RPA/CTA.

Chief Appraiser

Freestone Central Appraisal District
218 North Mount

Fairfield, Texas 75840
903/389-53510 Fax 903/389-5955

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

Greg Maxim

Duff & Phelps LLC

919 Congress Ave., Suite 1450
Austin, Texas 78701
512/671-5580 Fax 512/671-5501

Pritchard & Abbott, Inc,

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

Diana Hooks, RPA/RTA

Chief Appraiser

Huichinson County Appraisal District
P. Q. Box 5065

Borger, Texas 79008-5065
806/274-2294 Fax 806/273-3400

Borger Energy Associates, LP
7001 Boulevard 26, Suite 310
North Richland Fiills, Texas 76180

Dennis Deegear

Duff & Phelps LLC

919 Congress Ave., Suite 1450
Austin, Texag 78701
512/671-5523 Fax 512/671-550)

Glen Whitchead, RPA

Chief Appraiser .

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

Rosenberg, Texas 77471-5600
281/344-8623 Fax 281/344-8632

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

Hugh L. Landrum & Associates
Attn: Mir, Hugh L. Lundrum, Jr.
12621 Featherwood, Suite 325
Houston, Texas 77034
281/484-7000 Fax 281/484-7272
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Cheryl Evans

Chief Appraiser

Brazoria County Appraisal District
500 North Chenango

Angleton, Texas 77515
979/849-7792 Fax 979/849-7984

Freeport Energy Center, LP
4100 Underwood Road
Pasadena, Texas 77507

Justin Hyland

Leo Scherrer

Calpine/Dow

717 Texas Ave,

Houston, Texas 77002
713/830-8873 Fax 713/330-8670

Tylene Gamble

Chief Appraiser

‘Wharton County Appraisal District
2407% N. Richmond Road
Wharton, Texas 77488
979/532-8931 Fax 979/532-5691

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

Stephanie Bergeron Perdue

Deputy Director

TCEQ Office of Legal Scrvices (MC 173)
P. C. Box 13087

Austin, Texas 78711-3087

512/239-0600 Fax 512/239-0606

D. A. Chris Ekch

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

Austin, Texas 78711-3087

512/239-5487 Fax 512/239-0606

Tim Retdy

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

Austin, Texag 78711-3087

512/239-5487 Fax 512/239-0606

Ron Hatlett

TCEQ SBEA (MC 110)

P. 0. Box 13087

Austin, Texas 78711-3087
512/239.3100 Fax 512/239-3165

Bias Coy

TCEQ Office of Public Interest Counsel (MC
103)

P. O. Box 13087

Anstin, Texas 78711-3087

512/239-6363 Fax 512/239-6377

Docket Clerk

TCEQ Office of the Chief Clerk (MC 105)
P. 0. Box 13087

Austin, Texas 78711-3087

512/239-3300 Fax 512/239-3311

Bridget Bohac

TCEQ Office of Public Assistance (MC 108)
P. O. Box 13087

Austin, Texas 78711-3087

512/239-4000 Fax 512/239-4007

Minor Hibbs

TCEQ Chief Engineers Office (MC 168}
P.C. Box 13087

Austin, Texas 78711-3087
512/239-1'795 Fax 512/232-1794

TIER IV HRSG APPEALS - EXECUTIVE DIRECTCR’S RESPONSE BRIEF Page 15






. TEXES

~ TQ\'AS COMNMISSION ON ENVIRONMENTAL QUALITY "
QoG on ! o COMMISSION
Ocdu J i ELS APPLICATION FOR USE DETERMINATION ON E;{'\),\,\ffp;b?j}\'_%ﬁ-w_
QUALRY

FoR POLLUTION CONTROL PROPERTY

The TCEQ has the responsibility o determine whether a properry is a2 pollution conivol propesty, A person i N \2;9 [Tk
dewermination must complete the attached spplication or & copy or similay reprodiction. For assistancy in copleting this Tofts "
vefer lo the TCEQ guidefines document, Property Tax Exemptions for Polhuion Control Properyy, us well as 30 TAC §17, rules

governing this program. For additional assistancz plesse contact e Tax Relief for Pallution Control Property Pm@ﬁéff %{gﬂKS OFF'CE
239.31 (1. The application should be completed and mailed, along with a compleie copy and the appropriate fee, 10 0 -

24, Cashiers Ofice, PO Box 13088, Austin, Texas 7871 1-3088,

Information must be provided for each field unless otherwise noted.

1. GENERAL INFORMATION

A. What is the type of ownership of this {acility?

[J Corporation [] Sole Proprieior
(] Partnership [ wtility
Limited Partnership L] Other:

B. Size of company: Number of Employees

] 099 {3 1,000 t0 1,999
] 100 to 499 {3 2,000 to 4,999
[[] 500 to 999 [ 5,000 or moze
. Business Description: (Provide a brief description of the type of business or activity al the
facility)
Electric Generatiop

2. TYFE OF APPLICATION
[ 1 Tier1 $150 Fee {] Tier III 32,500 Fee
[] Tier &I $1,000 Fee X Tier IV $500 Fee
NQTE: Enclose a check, money order to the TCEQ, or a copy of the ePay: receipt aling with the

application o cover the required fee.

3. NAME OF APPLICANT

A. Company Name: - Tenasla Gateway Pariners, Ltd.
B. Mailing Address (Street or P.O. Box): 1044 N. 115 Street, Suite 400
C, City, State, and Zip Omala, NE (8154-4446
4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of Facility or Unit: Tenaska Gateway Generating S(aton
B. Type of Mfp. Process or Service: Natural Gas- Fueled, Combined-Cyele
_Gexerafion
C. Streel Address: SH 315
D. City, Stale, and Zip: Mt Enterprise, Texas 75083-0607
E. Tracking Numnber (Optional): GATEWAY-2008-1 n ~

F. Company or Registration Number (COptionalk:

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal Dislrici: Rusk County Appraisal JHstrict
B. Appraisal District Account Number: )

Tax Relief for Follution Coniral Property Application
TCEQ-00611 (Revised January 2008) o ? f fﬁ,}} ;6‘,{;



6. CONTACT NAME
A. CompanyiOrganization Name Tenaska, Inc,
B. Name of Individual io Coutact: David D. Johason
. Mailing Addvess {Street or P.O, Box): 1044 N, 115 Street, Suite 400

C

L. City, State, and Zip: Omnha, NE 68154-4446
E

F.

. Tetephone number and fax nunber: Tel:{402)691-9533 Fax:(d02) 691-0552
E-Mail address (if available):

7 RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
For esch media, please list the specific environmenial rule or 1egulation that is mel or exceeded

by the mstallation of this property.

[ MEDIUM | Rule/Regulation/Law ,
i Alr Tiile 40 of the Code of Federal Regulations, Chaypter 1, Subchapter C, Parl 60, Subpart D,
Section 60.44a (40 CFR 60.44Da™)
Title 30 of the Texas Adminiswrative Code, Pari 1, Chapier 117,Subchapter E, Division 1,
Rule 1173010 (“30 TAC 117.3010™) |
Water
Waste

8. DESCRIPTION OF PROPERTY (Complete for all applications)
Describe the property and how it will be used a1 your facility. Do not simply repeat ihe

description from the Equipment & Categories List. Include sketches of the equipment and
flow diagrams of the proctsses where appropriate. Use additiona] sheets, if necessary.

Heat Recovery Steam Generators and Enhanced Steam Turbine
Tier IV

Statutes and Regulations

40 CFR 60.44Da establishes standards of performance for NOx for electric utility steam generating units
for which construction comnienced afler September 18, 1978, 30 TAC 1173010 establishes emissions
specifications for NOx for utility eleciric generation in East and Central Texas, which includes Rusk

County.

Property/Equipment Description

The Tenaska Gateway Generating Station (U Plant) is an 845 MW (nominal nel capacily) natural gas-
fueled, combined-cycie electric generating station. The Plant is a combined-cvcle facility including three
170 Megawatt (MW) combustion tarbine generators coupled with three thermally efficient heal recovery
steam generatars (HRSGs) and a single 335 MW steam turbine.

A combined cycle facility consisis of one or more gas and steam turbines. The air expaosion thaf occurs
during the combustion process turns the gas turbine that drives the penerator (o produce electricity. The
combustiop in the pas wrbinte also produces a hol exhavst gas. In a combined cycle umil the heal
jroduced during the combustion of natural gas is dirccled Lo the HRSG (o generale steam used to turn g
steam turbine. Therefore, both the gas and gieam Lrbines generale clectricily, achieving efficlencies of

up 1o 35%. !

" Bay Area 2005 Ozone Stralegy
T EPA-4SZF-Q30I2

Tax Reliet for Pollution Gondral Property Applicatior
TCEQ-00611 {Revised January 2008)




A simple-cycle planl conlains gas turbines withou! HRSGs or steam turbines. The air expansion that
occurs during the combustion process tums the turbine that drives the generalor 1o produce electricity and

produces a Lot exhaus! pas.

One of the benefits of a combined cycle facility is lower NOx emissions per Megawati-hour (MWDh)
penerated. Assumring the same MWD production, 8 NOx pollulion conirol device would have 10 be
installed at simple eycle facility to achieve the Jower NOx emissions achieved by a combined cycle
process. NOx pollution contro) devices include selective calalytic reduction systems (SCR). A SCR umil
reduces NOx emissions by injecting ammonia into the exhaus! sireamn 10 react with the nitrous oxides Lo
{orm nitrogen and water under the presence of a catalyst. The chemical reaction proceeds as follows:

6NOy+ 8 NH; ® 7 Ny + 12 4,0

The SCR unil consists of a catalylic honeycomb structure installed downstream of the combuslion turbine
prior the main exhaus! stack and an ammonia injection skid. For the large 7FA GE tubines, the SCR
installed capital costs range from $2,000,000 1o $4,500,000 per gas turbine. 2 Based on the literature
review, calalyst cost escalalion since the publication of the literature, and the physical location of the
plant (Rusk County), $4,000,000 per mrbine is the estimated cost to install 2 SCR unit al the Tenaska

Gateway Plani.
In the combined-cycle configuration specific to the Plant, the HRSGs and the enhanced steam turbine

provige an additional 335 MW capacity without the installation of SCR units 10 meet the NOx emissions
requirements on a [bs-NOx per MW-hour generation basis. The total nstalled costs of the HRSGs and

enhanced steam twbine is $48,038,345.

Comparing the NOx emissions on a MWh basis shows that a simple eycle configuration would yield
approximately 66% more NOx. The calculations are demonstrated by the following:

Capacity Calculated JIncreased
Configuration MW Factor MW NOx Emissions
Combined Cycle 845 1.00 =845
Simple Cycle 510 1.66 =345 - 66%

To achieve the reduced NOx emissions demonstraied by the combined cycle configuration, the simple
eyele plam must install 3 SCR. Recognizing thal the heal recovery sieam generators and subscguent
enhanced steamn turbines have an economic benefil associated with them, the basis of this application is
predicated on a substitution basis. 1f Tenaska did not install the additional heat recovery equipmwent, they
would have had (o install NOx pollution control devices in additiop 1o the existing low NOx bumer
currently installed. The hiypothetical instaliation of SCR units on each gas turbine would achieve the
corresponding NOx emissions reductions. Therefore, this application seeks only the equivalent SCR cost
for the exemption value of the HRSG and enhanced steam turbines,

Tenaska Gateway Tier IV Methodology

Generation / Emission Techology
HRSG / Steamy Turbing SCR Technology

HRSG Cost $34,640,309 -
Enhanced Steam Twrbine 13,398,037 e
SCR Equivalenl Cosl " 12,000,000
Total Capilal Cosls 548,038,246 $12,000,500
250, 100%

Exemption %

Tax Relief for Pallution Conlrol Property Appiication
TCED-00611 {Revised January 2008)



The following disgram depicts a normal combined cycle confignration with lov: NOx combustion sysiem
and an SCR contrelling the NOx emissions. This diagram is showi to show the normal conliyzuration of a
SCR mstallation.
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The following diagram depicts a simple cycle power plant with a hypothetical high temperature SCR
installed at the heal exbaust point of the simple cycle gas twrbines.
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9. PARTIAL PERCENTAGE CALCULATION
This section is to be completed for Tier Il and IV applications. For information on how 10
conduct the partial percentage calculation, see the application instructions decument, Aitach

caleulation documents to completed application.

10. PROPERTY CATEGORIES AND COSTS
Lisl cach coniral device or system for which a use determination is being sought. Provide

additional attachments for more than 3 properijes.

| Property Taxable | DFC | ECL Estimated Use

on Box # Cost ' Yo
1/01/947

Land

Property

Heatl Recovery Steam Generators /| No B,3 B-8/ $48,038,346 25%

Enhanced Steam Turbine B9

Tolals $48,038,3461 25%

y e
1L EMISSION REDUCTION INCENTIVE GRANT ‘5/ A 009 §
(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/project?

[1Yes No

12, APPLICATION DEFICIENCIES
After am initial review of the application, the TCEQ may deternyine that the information provided

with the application is not sufficient to make a vse determination. The TCEQ may send a notice of
deficiency, requesting additional information that must be provided within 30 days of the written
notice,

13, FORMAL REQUEST FOR SIGNATURE
By signing this application, you certify that this information is true to the best of your knowledge

and belief. . )
N]amc.‘ (i(.,u—-'\f’ (é— C-)——-————' Date: 3/ 37/ cR

Tille: el Eif il DB iver K

Company: T Mo AL Tt Coremmenal Phrkvee T Vonnes Koo VT Postnors L f2 Mansyong Gageonl Pretwr
Under Texas Penal Cbde, Section 37.10, if you make a false statemen! on this application, ydu

could receive a jail term of up Lo one year and 2 fine up to $2,000, or a prison term of two 10 }0

yeurs apd a fine of up 1o $5,000.

14, DELINQUENT FEE/PENALTY PROTQCOL
This form will not be processed unti] all delinquent fees and/ar penalties owed 1o the TCEQ ar
the Office of the Attorney General on behalf of the TCEQ are paid in accordance with the
Delinguent Fee and Penalty Protocol. (Effective September 1, 2006)

Tax Reliel for Potlution Conlirol Properly Applicalion
TCEQ-00611 (Revised January 2008)
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DISCLAIMIR

This docwment is intended 1o assist persons in applying for a use determination, pursuant 1o Title 30
Texas Administrative Code Chapter 17 (30 TAC 17). Conformance with these guidelines is expected to
vesult in applications that meet the regulatory standards required by the Texas Commission on
Environmental Quality (TCEQ). However, the TCEQ will not in all cases limit its approval of
applications to those thal correspond with the guidelines in this document. These guidelines are not
regulation and should not be used as such. Personnel should exercise discretion in using this guidelines
document. It should be used along with other relevant information when developing an application.

Tax Retief for Pollution Control Property Application
TCEQ-00611 (Revised January 2008)



Buddy Garciu. ' frerirmean

Larrs B Soward. © onnussioner
Brean V. Shaw . Ph.Du, Comuristioner
Glern Shankle. Lyecndive Dwecior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prateeting Texax b Redveirg und Preventing Potlution

March 14, 2008

CHIEF APPR AISER
RUSK COUNTY APPRALISAL DISTRICT

PO BGX 7
HENDERSON TX 75653

This Ietter is to inform you that a Use Delermination Application has been filed by:
TENSKA GATEWAY PARTNERS LTD

for:

TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697
MOUNT ENTERPRISE TX 75681-0697

Appraisal Distriet Account Number: NOT LISTED

This facility is located in RUSK County.

A complete copy of the application iIs included with this Jetler. We recommend that # copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking numbes of 07 -11914. Please conlacl the Tax
Relief for Pollution Cenhol Property Program at (512) 239-3100 if you have any questions.

Sincerely,
)
é'*";".’r{tﬂ’;{.ﬁr-

Ron Hatlett
Tax Relief for Poltution Control Property Program



Buddy Garcia, Chuiriman

Larrs R, Soward, Commission::
Bryan W, Shaw. Ph.Ly., Commivsioner
Glerm Shankle. Execwioe Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Frojecring Fexas by Reducing ond Preventing Pollution

April 8, 2008

TENASKA INC

DAVID D JOHNSON

1044 N 115 ST #400
CMAHA NE 68154 -4446

This letter is to inform you that on 4/8/2008, Use Delenmination Applicalion, 07-11914 (self
assigned tracking number GATEWAY-2008-1), was declared to be administratively complete.
This application was filed for the following facility:

TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697
MOUNT ENTERPRISE TX 75681 0697

The next slep in the Use Determination Application process is the technical review of the
application. 1f this is a Tier 1, II, or Il application the technical review will be completad within
sixty days of the administrative complele date. If this is a Tier IV application the lechnical
review will be compleied within 30 days of the administrative complete date. If additional
technical information is required a notice of deficiency Jetter (NOD) will be issued. The time
period between the issuance of the NOD and the receipi of the response is not counted in
determinating the length of the technical review .The TCEQ will notify you afier the technical
review has been completed. In accordance with the statuie, the TCEQ has mailed a notice of
receipl of this Use Delermination Application to the RUSK County Appraisal Districl. Please
contact the Tax Relief for Poilution Control Property Prograim at (512) 239-3100 il you have any

queslions.

Smcerely,
—} S et

,{_',--,- ST

Ron Hatlet

Tax Reliel for Pollation Contrel Properly Program




Buddy Garcia. Chavmar

Larny R Soward, Compissioner
Brvan W. Shaw. Ph.D.. Commissroner
Gleny Shamkle. Lxecutne Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proreenng Tesas i Redncing and Preventing Pollution
May 1. 2008

CHIEF APPRAISER

RUSK COUNTY APPRAISAL DISTRICT
POBOX?

HENDERSON, TX 73653

This fetter is Lo inform you that on 5/1/2008, a final determination was issued with regard 1o Use
Determination application 07-11914, filed by:

TENASKA GATEWAY PARTNERS LTD
TENASKA GATEWAY GENERATION STATION
SH 315. PO BOX 697

MOUNT ENTERPRISE, TX 75681

A copy of the use delernination is included with this letter. House Bill 3121, enacited during the
77th Legislature Session, established a process for appealing a use deternunation. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant to 17.25(a)(] }, an appeal must be filed within 20 days of receipt of the
use determination. Should you choose to appeal the use determination. please submil & copy of
vour appeal o the TCEG Tax Relief for Pollution Control Property program af the time of filing
the anpeal with the Chiel' Clerk of the commission,

In order 10 qualify for a tax exemption, the applicant must {ile an exemption reguest with your
appraisa) distiel. This exemption request musi be accompanied by a copy of the positive uge
determination issued by the TCEQ, I vou have any questions regarding this Use Determination
or the appeals pracess, please call me at 512/239-3100.

Sinccr{c')?_\".

b UL

David Greer
Feans Leader. Polintion Prevention




Buddy Garcia. Chairman

Larry R. Soward. Commissianer
Bryvan W. Shaw. Ph.D.. Commissioner
Glenn Shankle. Execurive Directr

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY:

Proteciing Texas by Redueing and Freventing Pollytion

May §.2008

TENASKA INC

DAVID D JOHNSON

1044 N 115 ST #400
OMAHA,NE 66154 4446

This letter 15 10 inform you that on 5/1/2008. the technical review of Use Determination
Application 07-11914 was completed. This application is for:

TENASKA GATEWAY PARTNERS LTD
TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697
MOUNT ENTERPRISE, TX 75681 0697

The use determination is included with this Jetler. In order to request an exemption, a copy of this Use
Determination, aleng with a compleied exemption request form #50-248 (can be found af
www.cpa.state.tx.us), must be provided to the Chiel Appsaiser of the appropriate appraisal diswict. This

request must be made by April 30.

House Bill 3121, enacled during the 77th Lepislative Session, established 2 process for appealing a use
detenmination. The Texas Commrission o Enviranmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant ta 17.25(a)(1). an appeal musi be filed within 20 days of
receipt of the use determination. Should vou choose to appeal the use determination, please submit a
capy of vour appeal to the TCEQ Tax Reliel for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the commission.

IT vou have any questions of require any additional information, please contacl the Tax Relief for
Falhwtion Control Property Program al (5123 239-3700,

Sincerety.

N

-
Pavicd Greer
Veam Leader, Pollution Prevention



puddy Garcia. Cheararan

Larry R. Soward. Crammissicner
Bruan W. Shaw, PhD. Commusyioner
Tiienn Shankle. Execeutpor Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Preoreering Texas by Reduzing and Frevennag Pothaios

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11914, filed by:

TENSKA GATEWAY PARTNERS LTD

TENASKA GATEWAY GENERATION STATION

SH 315, PO BOX 697

MOUNT ENTERPRISE TX 75681

The pollution control property/project listed in the Use Determination Application is:

This facility has three combustion turbine generators coupled with three thermally efficient
lieat recovery steam generators (HRSGs) and one enhanced steam turbine. This application
is a Tier IV application seeking a partial use determination for the HRSGs and the

enhanced steam turbines,

The ouicome of the review is:

A 100% positive use determination for the three Heat Recovery Steam Geperators, This
equipment is considered to be pollution control equipment and was instalied to meet or
exceed federal or state regulations.

A negative determination is issued for the steam turbine. The use of the steam turbine does
not provide an environmental henefit af the site. The steam turbine is not eonsidered to be

pollution contral equipment.

- A v Sl S
Difte

Executive Direcior

et Aoeeis tlaiees TG0 00T S AP0 - Tndergeet ackedrese v, Teern Stale U



TAX RELIEF FOR POLLUTION CONTROL PROPERTY; TECHNICAL REVIEW DOCUMENT
Reviewed By:  RLH App. No.t 67 - 11914 Review Start Date: 4/8/2008

Company Name: TENSKA GATEWAY PARTNERS LTD

Facility Name; TENASKA GATEWAY GENERATION STATION
County: RUSK Outstanding Fees: N

Batch/Youcher NumbenB99788

ADMINISTRATIVE REVIEW
Administrative Complete Date:d/8/2008

TIER LEVEL
What Tier is this application? The application was filed as Tier IV application. Is this the

appropriate level?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B§ and B10 on the Equipment and Categories List. This application was filed as a Tier IV,
Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropyiate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sowrces, Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has three combustion turbine generators coupled with three thermally
efficient heat recovery steam generators (HRSGs). This application is a Tier IV
application seeking a partial use determination for the three HRSGs and the enhanced
steam turbines. To generate the equivalent amount of power using combustion turbine
they would have needed to install a Selective Catalytic Reduction System.The

application requests a partial determination.

Is an adequate description and purpose of the property provided? Does if List the anticipated
environmental benefits? Are skeiches and {low dingrams provided if needed?

An adequaie description of the property was provided. and the purpose of ie property was listed,

The anticipated enviropmental benefit is Iisted. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Marl the apprepriale boxes: Box 3 Box § Boex 6(TV) ¥ Box 10(IHD Box 12(I) Box 13(11)

PART B DECISION FLOWCHART (17.15(h))
Mark the appropriate boxes; Box 1Y Box2 Y Box3 ¥

Describie hinw the property flowed throngh the Decision Flowehars

The Heat Recovery Steamn Generators (HREGs) are listed on Part B of the Equipment &



Categories List as jtem B-5. As Part B equipment the HRSGs leave the Decision Flow Chait at
Box 6 and pacs through Box 1 of the Part B Decision Flow Chart with & ves answer. Since the use
of RRSGs provide an environmental benefit of reduced NOx emissions at the site there is 2 ves
answer for Box 2. Since there is a reduction in NOx emissions there is an environmenlzl mle
which is being met, so there is a ves answer 1c Box 3. The sieam) turbine passer through Box ) on
the Part B Decision Flow Charl with a ves answer. Since the use of the stearn turbine does not
provide an environmenisl benefit at the sile a no answer 1s the resull of Box 2. The steam twrbine

is not eligible for & positive determination.
TIER T or IV APPLICATIONS
Does vour caleulation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution control value of the
HRSGs and the steam turbine. The formula is ouicome determinative, and its focus is not on the
pollution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 Js all information necessary for conducting the technical

review included.

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time after Janyary 1, 1994, All the information necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

1s the application complete as received: Y If the application was nof administratively complete
explain below when justifving the final decision in the final determination section. If the application

was not teehnically complete then:

Provide the Janguage to be used in the Notice of Deficiency (NOD) letier:
Summarize the NOD response:

Provide the language ased jn the seecond NOD letler:

Summarize the second NOTY response:

Provide the language used in the thied NOD letter:

Summarize the third NOD response:

1§ the property descripton has been summarized enter the detaided propecty deseription:



This facility has three combustion turbine generators coupled with three thermally
efficient heat recovery steam generators (HRSGs). This application is a Tier IV
application seeking a partial use determination for the three HRSGs and the enhanced
steam turbines. To generate the equivalent amount of power using combustion turbine
they would have needed to install a2 Selective Catalytic Reduction System.The
application requests a partial determinafion.

Provide the reason for vour final determination:

The Beal Recovery Steam Generators meet all of the requirements of Chapter 17, A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The mosi appropriate formula has been determined by the Executive Director.
A negative determination siiould be issued for the steam turbine. The use of the steam turbine

does not result in there being an environmental benefit af the site.

Provide the language for the final determination,

A positive use determination of 100% for the three Heat Recovery Steam Generators. A negative
determination is issued {or the sieamn turbine. The use of the steam turbine does not provide an
environmenta) benefit at the site, The stear turbine is not considered to be pollution control

equipment.

Highlight the required signatures and establish the appropriate due dates,
Reviewed: ;;%(ﬂf {—" 'é _jj,’@-f'j" Date Signed: 5/ {2004
Peer Re\rlewed ’V 'w;» e c,m,’é"__‘,ls.,u_,_,_) Pate Signed: .? A ,./ Teidy
Team Lcader _ Date Signed: §(¢ /oy

Section Manager: j(/""ph —~.Date Signed: MAY 1 onpg

Division Director: é/f Wﬁ” Date Signed: MAY 1 2005
P g
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XAS
COMMISSION
ON ENVIBONMENTAL
QUALITY

TEXAS COMMISSIQN ON ENVIRONMENTAL QUALITY 208 RAY 93 AN & 43
APPLICATION FOR USEDETERMINATION
FOR POLLUTION CONTROL PROPERTY CHEF CLERKS OFFICE
\ v

The TCEQ has the responsibifity 10 deternine whethor a roperty is s poliction contiol prapedy. A porson seeking o use detenminaion fon
potltion control propery Mk compleic the Mlached application or use n copy or similnr reproduction. For sssistance in compld ing this i
refer to the TCEQ guidelines document, Prgerty Tax Exempiions for Polintion Conral Fropeny, us wel) s 30T AC §17, rules goveininy this
prograny, For addilional nssistanee plense contact the T Reliel for Potlwion Controd ¥ ropenty Proprom  #1($12) 239-3104. The applical ion
should be wmpleted upd maiked, xlomg with o complcte copy mo spproprise fe2, io: TCEQ MC-214, CashiersOffice, P.O. Box 13088, Auxin,

Texus 7871 1-3088.
1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
[ Corporation U Sole Proprietor
T Partnership 03 Utility
0 Limited Parmership OJ Other

B. Size of company: Number of Employees

M1 to 99 031,000 to 1,999
100 10 499 [32,000 to 4,999
[J 500 to 999 L5 5,00¢ or more
C. Business Description:  Electric Power Generation
2. TYPE OF APPLICATION
[3 Tier I $150 Application Fee [ Tier IT1 $2,500 Application Fee

T Tier I $1,000 Application Fee ¥ Tier IV $500 Application Fee

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the applicaton {o cover the required fee.

3. NAME OF APPLICANT
A. Company Name: Freestone Power Generation L.P.
B. Mailing Address (Street or P.O. Box): 717 Texas, Ste. 1000
C. City, State, ZIP:_Houston, TX 77002 . .
4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Name of facility: Freestone Bnergy Center -
B. Type of Mfg Process or Service:  Electric Power Generalion “
C. Street Address: 13.6 mi north on FM 482 fiom Fairfield.
D. City, State, ZIP: Fairfield, Texas 75840
E. Tracking Number Assigned by Applicant:  DFFreestonc B
F. Customer Number or Regulated Entity Number: TV/A

5, APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY
A. Name of Appraisal District: ~ Freesione A

B. Appraisa; District Accouni Number:  M-00]12170-9900015; M-0032370-
9900014,

Texos Rehel fof Pollution Cantro! [Properly Apslicalion

TGEQ-0061 % (Revised January 2003 o "'Lg 6“:;""?--5 Q -@-waw-—mw——---—-
ha4n :

Freeslont Energy cenin - 13,5 i porth on FI° 488 lrom Farlicls Failield, Texas 71 Frage- 1 ¢* 3



6. CONTACT NAME (must be provided)

A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individval to Contact: Greg Maxim

C. Mailing Address: 919 Congress Ave.  Suvile 1450

D. City, State, ZIP: Austin, TX 7870]

E. Telephone number and fax mumber:  (512) 671-5580 Fax (512) 671-550]
F. B-Mail address (if available): gregory. maxim@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY FROVISION

Please reference Section 8. Each itein is detailed with the proper statute, regulation,
or environmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Background

The Freestone Energy Center (“the Project”) is a nominally 1050 MW merchant
power plant that is situated on a 63-acre sile that is a portion of approximately 550
acres owned by Calpine in north central Texas, approximaiely 80 miles south of

Dallas,

The primary equipment for the facility consists of four combustion turbine
generators (CTGs), four heat recovery steam generators (HRSGs), and two steam
turbine generators (STGs) (a "4~4x2" configuration). The equipment is configured
into twa largely independent power blocks, each consisting of 2 CTGs, 2 HRSGs,

and } STG (thus, two 2x2~] configurations).

The CTGs are General Electric mode) 7FAs. The CTGs are designed to compress
air, mix and iguite the air with pipeline quality natural gas, expand the hot gas
through a power turbine, and exhaust into the IRSGs. The combustion turbines
utilize & proven Dy Low NOx (DLN) combustion system which will meet the
permit requirement of 9 ppmvd @ 15% 02. The CTGs are also equipped with inlet
fogging, which improves emissions of the turbine by cooling the inlet air,

The combustion turbines have been equipped with several devices and
enhancements that further refine the ainrflow thyough the combustion pail. By
reducing the airflow through tlie combustors as load is reduced, the air 1o fuel ratio
is maintained for proper combustion. These devices and enbancements do not affect
the overal) full Joad outpul of the combustion twbines. The General Electric 7FAs
mstelled at Freestone incorporate the following:

1. The combustion system is a Dry low NOx (DLN-2.6) system designed lo lower
the NQx emissions ¢ a level less than 9ppm or lower and alsa reduce CO 10 Jevels
less than 1 Sppm or Jower, a; the primary emissions contro! mechamism, This 1s the
Jatest development iz GE Jow emissions combustion teehnology. 1t is a can-annular
design (14 individual combustor baskets and ransition pieces), which bas six
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premmixed fued nozzles per combustor, five on the periphery and one in the center.

2. Ap integral parl of the DLN system is the IGV's (Inlet Guide Vanes), which are
covered in the complete DLN cost. The IGV's are used in lower load operations 1o
restrict the airflow through the turbine, thereby keeping the emissions in compliance
with the DLN software algorithins. At base load, the guide vanes are essentially
open. As load is reduced, the guide vanes close off limiting the amount of air
flowing into the combustion system. The vanes are located ai the inlet side of the
combustion turbine compressor and are controlied by an electronic turbine governor

based on turbine lJoad.

The systemn consists of high efficiency combustion liners with thermal barrier
coatings, re-designed transition pieces to better capture the combustion gases for
more reliable operation and mos! importantly the 2.6 versions of fuel nozzles for

cleaner burning of the fuel gas.

Each CTG exhausts into its own HRSG, which utilizes the exhaust heat to generate
steam for use in the $TG. Each HRSG is an unfired, three pressure, rebeat unit. The
steam from the HRSGs drives the STGs, Each of the two General Electric STGs is a
reheat, two case, double flow low pressure, down exhaust design. Each STG
exhausts into a water-cooled condenser which converts the exhaust steam to water
to be pumped back to the HRSGs. The four HRSG's each have an exhausi stack that
is approximately 155 feet in height. These stacks are designed to elevate release
points of poltuiants to improve the dispersion characteristic. This allows the exhanst
stream to better mix with the ambient air resulting in Tower concentrations of a

variety of poliutants.

The cooling waiter for the STG condenser and other plant coolers will be supplied by
the two cooling towers located on the site. Each power block will have ope tower
associaled with it. The cooling towers cool the coohng water by evaporating a
portion of the water as it passes over the fill in the tower. Mechanical draft fans
draw air over the fill 10 enhance the cooling effect. The majority of water is recycled
in this manper, with only a small wastewaler flow required to keep solids buildup
below acceptable Jevels. The raw water will be taken from an intake structure that is
built on the Richland Chambers Reservoir and delivered to the Project sife by way
of a pipeline. This supply water is used directly as makeup water Lo the cooling
towers to replace waler Jos! 10 evaporation oy which nusi be bled off as waste. The
remaining water supply to be used in the HRSGs will be treated using sand filters,
packed bed demincralizers, and fnally mixed bed demineratizers for polishing,
Waslewater [rom the plant i recycled as much as possible in the cooling tower, with
final wastewater being discharged 1o the nearby Trinity River by way of a
wastewaler discharge line. The Uulity Wastewalter discharpe stream will be
continuously moniwred 1o record flow, temperature, conductivity, and ph and
dissoived oxyzen for the purpose of reporting and complying with discharge
limitations.
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The storm water collection sewer system collects raimwaler runoff from various
portions of the Projact and delivers runoff via a drainage system 1o a collection

basin.
Overview of Combined Cvcle Technplogy

The Facility is a combined-cycie gas turbine power piant consisiing of gas
Combustion Turbines ('CTs"} equipped with heat recovery stean generaiors 1o
capture heat from the gas turbine exhaust. Steam produced ip the heat recovery
steam generslors powers a sleam turbine generator(s} o produce additional electric
power. The use of otherwisc wasted heat in the turbine exhaus! gas results in higher
plant thermal efficiency compared to other power generation lechnologies.
Combined-cycle plants currently entering service can convert over 50% of the
chemical energy of natua! gas into electricity (HHYV basis). Employment of the
Brayion Thennodynamic Cycle (Gas Turbine Cycle} in combination with the
Rankine Thermodynamic Cycle results in the improved efficiency.

The Rankine cycle is a thermodynamic cycle that converts heal fiom an external
source into work. In a Rankine cycle, external heat from an outside source is
provided to a fluid in a closed-loop sysiem. This fluid, once pressurized, converts
the heat into work output using a turbive. The fluid most often used in a Rankine
cycle is water {steam) due to its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limiled by the
working fluid. Without pressure reaching super critical the temperature range the
Rankine cycle can operate over is quite small, turbine enfry temperatures are
typically 565°C (the creep limit of stainless steel) and condenser temiperatures are
around 30°C. Traditional coal fired and natural gas fired Rankine cycle power
generation plants are limited by the inlet pressures and temperatures of the steam
turbine design and the condenser vacuun apd temperatare. The Rankine cycle can
achieve thermodynamic eycle efficiency (useful wark obtained as a percentage of
fuel input) ranging from 33% to 36%. However, if the Rankine cycle is used in
conjunction with or as the “bottoming” cycle to the Brayton cycle the efficiencies
can be improved as discussed below. This low turbine eniry temperature {compared
with a gas turbine) is why the Rankine cycle is ofien used as a botloming cycle in
combined cycle gas turbine power stations.

The Brayton cycle 15 a constant pressure thermodynamic cycle that converts heat
from combustion imto wark. A Braylon engine, as it applies to a gas turbine system,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
turbine, Air is drawn inte the compressor, mixed with the fuel, and 1gnited. The
resulting work output is capiured through a pump, eylinder, or tirbine. A Braylon
engine Torms half of a combined cycle system, which combines with a Rankine
engine 1o farther increase overall efficiency. Cogenerarion systems typicelly make
use of the waste heal from Brayton engines, typically for hot water production or
space heating,

By combining both gas and steam cycles, high input temperatures and Jow output
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temperatures can be achieved. The efficiency of the cycles are additive, because
they are powered by the same fuel sowrce. A combined-cycle plant has a
thermodynamic cycle that operates between the gas turbine's high firing temperature
and the waste heat temperatire from the condensers of the steam cycle. This laige
range means that the Carnol efficiency of the cycle is high. The actual efficiency,
while lower than this is siill higher than that of either plant on its own. The thennal
efficiency of a combined-cycle paower plant is the net power output of the plant
divided by the heating value of the fuel. Combined cycle power generation plants
that produce only electricity can achieve thermodynamic efficiencies in the range of
53% to 59%, with the normal range being 53% 1o 56%. Combined cycle power
generation plants that produce stearn or hot waler i conjunction with electric power
can impyrove upon those values by “offsetting” fired boiler operations within
adjacent industrial complexes, These facilities are known as combined cycle

cogenesation units,

A single-train combined-cycle plant consists of one gas turbine generator, a heat
recovery steam generator (HSRG) and a steam turbine genevator (“1 x 1%
configuration). As an example, an “FA-class” combustion turbine, the most
common technology in use for large combined-cycle plants within the state of Texas
and other locations throughont the United States, represents a plant with
approximately 270 megawaits of capacity. ISO references ambient conditions at
14.7 psia, 59 F, and 60% relative humidity.

Sec Figure | ~ Standard Combined-Cycle Configuration, below.

}t is common to find combined-cycle plants using two or even threc gas turbine
generators and heat recovery steam generators feeding a single, proportionally larger
steamn turbine generator. Larger plant sizes resull in economies of scale for
construction and operation, and designs using multiple combustion turbines provide
improved parl-load efficiency. A 2 x 1 configuration using FA-class technology
will produce about 540 megawatts of capacity at Intemnational Organization for
Standardization ("1SO™) conditions. ISO references ambient conditions al 14,7 psia,

59 F, and 60% rclative hunidity.

Because of high thermal efficicncy, high reliability, and lower air emissions,
combined-cycle gas turbines have been the new resource of choice for bulk power
generation for well over a decade. Other attractive Teatures include significant
aperational flexibility, the availability of relatively incxpensive power augmentation
for peak period operation and relatively Jow carbon dioxide production.
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FIGURE 1 - Standard Combined-Cycle Confignration (1)

As an example, congider a gas turbine cycle that has an efficiency of 40%, which is
a Tepresentative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cycle efficiency would be 58%, which is a
very large increase over either of the two simple cycles. Some repiesentative
efficiencies and power outputs for different cycles are shown in Figure 2 —
Comparison of Efficiency and Power Output of Various Power Products, below.
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FIGURE 2 - Comparison of efficiency and power output of various
power products [Bartol (1997)] (2}

Current Repulatory Authority for Output-Based Emissions

Innovative power technologies such as combined-cycle technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environment. Currently, two thirds of the fuel burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. powes plants are more than 50 years old.{6) In addition, these facilities are
the Jeading contributors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2™), and other confaminants into the air and water.

The ability {o recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of combined-cycle technology is achieved
through the use of Qutpul-Based emissions standards, incorporated since Seplember
1998 within the U.8. EPA’s new source performance standards { NSPS”) for NOx,
from both new utility boilers and new mdustrial boilers. Pursuant to section 407(c)
of the Clean Ajr Act in subpart Da (Electric Utility Steam Generating Unils) and
subpar( Db (Industrial-Commercial-nstitutional Steam Generating Units) of 40
CFR part 60, the 1U.S. EPA revised the NOx emissions Jimits for sieain generating
units for which construction, modification, ar reconstruction commenced after July
9. 1997 (3). Ouiput-Based regulations are also exemplified by those used (n the
U.S. EPA’s NOx Cap and Trade Program for the NOx State ltnplementation Plan
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{*SIP™) Call of 1993, which uses units of mezsure such as I/MWh generated or Ib
concentration (Mppm"), which relate 1o the emissions to the productive output—
electrical generation of the process.(4)

The use ol innovative technalogics such as combined-cycle units reduces fossi) fuel
usce and leads to muli-media reductions in the enwironmental impacts of the
production, processing fransportation, and combustion of fossil fuels. in addition,
reducing fossi} fuel combustion is a pollution prevention measure that reduces
emissions of all products of combustion, not just the target pollutant (currently
NOx) of a federal regulatory program.

Authority to Expand Pollution Control Equipment & Cafeoories in Texag

Under Texas House Bill 3732 (“HB3732) enacled in 2007, Section 11.31 of the
Texas Tax Code is amended to add certain plant equipment and systems Lo the
current list of air, watsr; or land poliution control devices exempt from property

taxation m Texas.

Specifically, the language reads as follows:

SECTION 4. Section 11.31, Tax Code, Is amended by adeling Subsections (&), (1), and tmj 1o read ay
fellows:

(k) The Texax Commission on Ewvironmental Quality shall adopt ruley estublishing & noneéxchiustve list
of facilities, deviges, or methuds for the conirol of air, water, or land potiution, wiich must include:
(1) coal cleaning or refining facilities;

(2) stmospheric or pressurized and bubbling or ciretlating fluidized bed combustion systems and
aasification fluidized bed combustion combined-cyele yvsrems,

{3} ulwa-supercriticnd pulverized coal boilers;

(4) flue gas reciveulation components,

(3) syngas purification sysiems and gag-cleany? uiiis:

{6) enhanced heat recovery sysiems;

(7} exhaust heat recoveryp hoflers;

(8) heat vecovery steam generalors,

(9) superfreaiers and evaperaiors;

10 enhanced steom turbine svslents:

(11 methanation;

(12) coul combusiiun or gavification byprodee! and coproduct hondling, sturage, or lrealmgnt
fucilities:

(13) biomass cafiring storage, distribution, and firing systens;

{14} ecoal cleaning ur drving jrocesses, such ax coal drvingfnoisture reduciian, air [lgging,
precombustion decorbonization, and coal flow baluncing rechnatoge;

115} axv-fuet combustion technolegy, ammine or chilled ammanio scrubbing, fuel or vivission
conversion throngh the rse of caralusts, enhanced scrubbing echnalogy, odified ctminstion
lechnplogy cuch as chemical looping. and crvogenic lechigloge,

(16} if the United Siaies Evvironmenial Prosection Agency adopts o finel rule or regulation regudating
covlion dioxide as a pullaien, property that iy weed. constiucled, acgitived, or instalied wholly o
pacthy it caprire corlen dioxide from an amhroppgenic source In this stete thot is geolugicolfy
segiresteree i this store

117 fuel wells generating elecitricity using hvdrogen devived from coal, bimmnass, petralenn: cole, or
solid wasie: and

(18} anp uther egoipment dexigned 1o prevear, coprura, phee, vr menitor nitrogen oxides, volatile
arganic comtpesidy, purticdale matier, merurs, corbon menexide, or anv oritevie pollweant,

Ay The Texar Commizyion vn Eovivonmenialt Cunlity b mile stoll updene the st adogited snder
Subseeton (k) af jeast emee every Hivee years. A fiem may be remenved from the fist if U commissinn
finde compelling cvidence o support the conclusion: thes the Hem doax nol provide polluion contro)

henefiis.
i, Nehvithstemding the ether nrovisions o/ iy section, §f Hie focilily, device. of webiod for Hy
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control of aiv, wener, o fand pollution described in an applicetion for ar: exemption under this section
is o fucitity, dewee, or methnd ncluded on the tist adopted mnder Subsection (), the executive direcior
of the Texas Cotnissivr: op Environmental Quality, not later theor the 34th day afier the dare of
recaipt of the information reguired hye Subsections (¢)(2) and (3 wnd withour regard tu whether the
information required by Subsection (e)(1) has been sutwitied, shalf determine thar the fuciltiy, device,
or method described ir the applicating iy used wholly or pertly ax a facitity, deviee, or methad for the
controluf air, water, or land polintion and shall 1oke the actions that are requirae iy Subseeting (d) i
the event such o determinaiion is made,

Under the TCEQ’s recently apdated “Tax Relief for Pollution Contro] Property —
Application Instructions and Equipment and Categories List — Effective January
20087, the Equipment and Calegories List - Part B ("ECL Part B") is a lis{ of the
poliution control property categories adopled and set forth in TTC Sec. 26.045(f).
The taxpayer is 10 supply a poliution control percentage for the equipment lisied in
Part B via calculations demonstraiing pollution control, prevention and/or
reductions achieved by the listed equmipment or systems.

The following property descriptions cutline the enpvirommental purpose, including
the snticipated environmental benefit of pollution contrel additions considered
under the Application Instructions’ ECL Part B that have been consiructed and
placed into use at the Facility as of its placed-in-service date, or installed subsequent

1o in-service since 1994:
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Property Descriptions

Item #1 Combined-Cycle Gas Tarbine Piant Heat Recovery Sieam Generator
(“HRSG”) and Support Systems Tier I'V B-8

40 CFR Part 60 Subparts D4 and DB, NOx Limits for Efeciric Utility Stean
Generating Units and Industrial-Commercial-Institutional Steam Generating Unils
for New Source Performance Standards ("NSPS").

TAC Rule 106,512, Standard Perniit for Electric Generating Units (EGU)

NOTE: Permity issued wnder Texos Clean Air Act’s Health & Safety Code Secrions 382.01 1, applies
I all eleciric generating wnits that emit air contaminais, regardiess of size, and It is 1o reflect Bey
Availaile Control Technology ("BACT") for efuciric generating wnits on an owipt hasis ix poundys
of NOx per megawali hour, adiusted fo reflect a simple cvele power plant,

The heat recovery steam generator ("HRSG") found in the Facility is a heat
exchanger that recovers heat from 2 hot gas stream. It produces steam that can be
used i a process or used to drive z steam twrbine. A common application for an
HRSG is in a combined-cycle power slalion, where hot exhaust from a gas turbine is
fed to an HRSG to generate steam which in turn drives a steam turbine. This
combination produces electricity in a nore thermally efficient manner than either

the gas turbine or steam turbine alone,

The Facility's HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together 1o meet the
operating requirements of the tnit.  Modutar HRSGs normally consist of three
sections: ap LP {low pressure) section, a reheat/IF (imermediate pressure) section.
and an HP (high pressure) section. The reheat and IP sections are separate circuits
inside the HRSG. The IP steam paitly feeds the yeheat section. Each section has a
steam drum and an evaporator section where water is converied o steam, This
steam then passes through superheaters to raise the lemperatuye and pressure past

the saturation point.

Item #2 Steam Turbine and Support Systems Tier IV B-1{

40 CFR Part 60) Subparts DA and DB, NOx Limits for Electric Utilin: Steani
Generating Units and Industrial-Commercial-Institutional Stzam Generating Units
Jor New Sowrce Performance Siandards ("NSPS™),

TAC Rule 106.512, Standard Permit for Blectric Generating Unils (EGU)

NOTE: Pernviis issued under Teras Clean Air sict’s Health; & Safely Cade Secriony 382.63 1. applivs
w0 ell electriv generoting waily thal emit air comaminanis, regordiesy of size, and it s to reflecr Rest
Avaitaple Cantrad Technology ("BACT™) for eleciric generating uniis o an outpd hasis 1 fouseds
of MOy per megawait hour, adinsied lo reflect o Simple cvele pawer plan.

The steam trbine{s) found in the Facility operate on the Rankine eycle in
combinatior with the Brayton cycie, as deseribed above. Steam creaied in the
Facility HRS7(s) from waste heal thal would have otherwise beer lost 1o the
atmosphere entcrs the Steam turbine via a throttle valve, whese it powers the lurbine
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and commected generator to make electricity. Use of HR5G/Steam Turbine System
combination provides the Facility with an overall efficiency of greatey than 50%.
Steam turbine systems similar to the Facility’s have a history of achieving up to
95% availability on an annual basis and can operate for more than a yeay between
shutdown for mainienance apd imspections. (5)

Pollution Control Percentage Calcujation: Avoided Emissions Approach

To calculale the percentage of the equipment or category desmed 1o be pollution
coniral equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between a conventional power generation
system and the combined-cycle sysiem al the Facility. Specifically, the percentage
is determined by calculating the displacement of emissions associated with the
Facility's thermal output and subtracting these emissions from a baseline emission
rate. These displaced emissions are emissions that would have been generated by

the sayne thermal outpuf from a conventional system.

Greater energy efficiency reduces all air contaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes include combined-
cycle operation and combined heat and power ("CHP"} generation. For electric
generation the energy efficiency of the process expressed in terms of millions of
British thermal units ("MMBTU's™) per Megawatt-hour. Lower fuel consumption
associated with nereased fuel conversion efficiency reduces emissions across the
board ~ that is NOx, SOx, particulate matter, hazardous air pollusants, and
greenhouse gas erpissions such as CO2.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Qutput-Based NOx allocation method for both power generation projects
that replaced existing facilitics and “Greenfield” power and heat generation
facilities. We looked at the various fossil fuel technologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchmarked
this conventional generation to the subject natural gas-fired combined cycle
generator at the Facility. By doing so, we narrowed the heat rate fuclors as much as
possible to be conservative and uniform in modeling. The benchmark heat rate

factor is the following:
Natural Gas fuel-{fired Steam Generator: 10,490 BTU s/kWh

This bascline heat rate purposely omits other fossil fuel sources in order to eliminate
impurity type characteristics, which in turn eliminated the NOx emission and cost of
control differences of each fossi) fuel and generalor type. Comparing the emissions
impact of different energy generation facilities 3 concise when emissions are
measured per unit of useful energy output. For the purpose of our calculations, we
converted all the epergy outpud to wiils of MWD () MWh = 3.413 MMBTU), and
compared the tota) emission rate Lo the baseline facility.

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

Step 1 — Subject Ourput-Based Limit Caleulation (Ths NOx / MWh)

{Input-based Limil {Ibs NOx/MMBTU)) X (Heat Rate (Btn/k'Wh)) /(1,000,000 Bta/ 1,000 kWh) = .
Qutput: {Ibs NOx/MWh),

Step 2 — Subject Output Conversion Calculation (NOx Tons / Year)

(Output (Jbs NOx/MWh) X (Unit Design Capacity (MW)) X (Capacity Factor) X ({365 Days) X (24
hrs/day)) / 2,000 Jbs = Qutput; (NOx Tons/Year)

Step 3 - Bascline Outpwi-Based Limit Cajculation (Ibs NOx / MWh)

(Inpul-based Limit (Jbs NOx/MWHh)) X (Heat Rate (Btu/k'Wh)j / (3,000,000 Btu 7-),000 kWh) =
Outpat: (Ibs NOx/MWh)

Step 4 — Baseline Output Conversion Calculation (NOx Tons / Year)

{Output (Jos NOx/MMBtu) X (Unit Design Capacity (MW)) X {Capacity Factor) X {(365 Days) X
{24 hrstday)) /2,000 1bs = Output: (NOx Tons/Y ear)

Step 5 — Percent NOx Reduction Caloulation

{(Output Baseline)sep 4 - (Qutput Subject))sep2 / (Output Subject) yep2 = % Reduction Output Subject

Step 6 — Percent Exempt Calculation

(Total Subject Facility Cost) X {% NOx Reduction) = Capita) Cost of NOx Avoidance

Step 7 -- Percent Exempt Calculation

Tota) Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
#& 1% Exempt is greater than 100% HB 3732 Equipment is } 00% Exempt
@ I % Exempt is less than 100% then HB 3732 Equipment is partially exempt at

the Step 6 caleulation.
NOTE: See the atached calculabon sheet for the detnjls regarding Facility-specific calewlations and
property tux exemplion percemage results bused upon these calculations,
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9. PARTIAL PERCENTAGE CALCULATION
N/A.
10 PRG}’ERT\’ CATEGORIES AND COSTS
Sce attached Schedule 10
11. EMISSION REDUCTION INCENTIVE GRANT
Will an application for an Emission Reduction Incentive Grant be on file for this
property/project:
[]Yes [X]No
12. APPLICATION DEFICIENCIES

After an initial review of the application, the TCEQ may determine that the
information provided with the application is not sufficient to make a use
determination. The TCEQ may send a nolice of deficiency, requesting additional
information that must be provided within 30 days of writien notice.

13. FORMAL REQUEST FOR SIGNATURE

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

- — ,
NAME C—\-\ \ Vi r s DATE ;Z-F;_;’Mu)ulf,{.,l“l ’Zﬁj
“5' | \ Vr o A ft®
TITI—-E. ITGCtOI {
COMPANY: _ Duff & Phelps LLC

..

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

14. DELINQUENT FEE/PENALTY PROTOCOL
This form will not be processed until all delinquent fees and/or penalties owed o the
TCEQ or the Office af the Atlorney General on bebalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penaliy Protocol. (Effective 9/1/2006)

Fasar Nakef lor Pallutiy Zuntrd: Property Apalicalion
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TCEQ Use Determination Application - 2008
Schhdule 10
Tieriv

10, PROPERTY CAYEGORIES AND COST

Tgf"u‘géﬁ TIER IV
i FROJECT| IN SERVICE- DECISION ECL ESTIMATED %
i PROPERTY 1. NO. DATE ﬁfﬁgﬁg FLOW CHART|NUMBER| PURCHASE casT |exgmer] EXEMPT COST
l v IN} BOX
s-laall Recovery Steam Generatars (HRSG) i 2002 N 3 B-8 3 53.270.644 100% $ 53.270,644
Steam Turbire Svelems 2 2002 N 3 B-10 5 8,836,415 100% § B.986.415
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Greg Maxim

DFF&PHELDS Director
Phane(5]2) 671.5580

March 25, 2008 gregory. maxim@duffundphelps.com

TCEQ - Cashiers Otfice MC-214
Bailding A

12100 Park 35 Circle

Austin, Texas 78753

Subject:  Application for Use Determination for Pollution Control Property
Freestone Energy Center - 13.6 mi north on FM 488 from Fairfield. Fairfield, Texas

Enclosed please find one application (the “Application”) for property tax exemptions for certain
qualifying pollution control property at the Freestone Energy Center Project (the “Facility”’} in

Freestone County, Texas.
Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has been

prepared using the Texas Commigsion on Environmental Quality (“TCEQ”) Application for Use
Determination for Pollution Control Property. The enclosed application isa Tier IV

Application.

Submission of this Application is required as a process step in the TCEQ’s pollution controf
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 IV
Application is $500. Enclosed please find a check for $500 fur the Application processing.

The Application can be swnmarized as follows:

Property Descriplion Estimated Cost

Tier IV See Attached Schedule $62,267,059

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

Duff and Phelps LLC
cle Grep Maxim
919 Congress Ave.
Suite 1450

Augtin, TX 7870]




1{ you have any questions regarding the Applicalion or the mformation supplied with these
Application, please contact Greg Maxim of Duff & Phelps, LLC at (512) 671-5580 or e-mail at

gregory. maxinu@duffandphelps.com,

Very truly yours,

DUFF & PHELPS LLC
Signature: % —\% \I l C
Name: Greg Iaaxim
Title: Director

Enclosures



Buddy Garcin. Cheirman

Larn R. Soward, Conrmisyioner
Bryvan W. Shaw. Ph.D.. Ceomnpissianer
Glenn Shunkle. Execurive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Pretecting Texes by Redueing and Preventing Poltution
i ! L

March 28, 2008
CHIEF APPRAISER
FREESTONE COUNTY APPRAISAL DISTRICT
218 N MOUNT

FAIRFIELD TX 75840

This Jetier is to inform you that 2 Use Determination Application has been filed by:
FREESTONE POWER GENERATION LP

for:

FREESTONE POWER GENERATION LP

1366 FM 488
FAIRFIELD TX 75840-

Appraisa} District Account Number: M-0012170-9960015

This facility is located in FREESTONE County.

A complete copy of the application is included with this letter. We reconumend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking pumber of §7 -11966. Please contact the Tax
Reliefl for Pollution Conirol Property Program at (512) 239-3100 if you have any questions.

Sincerely,

»" A
Joy st
Ron Hatlett
Tax Reliel for Pollution Control Property Program



Budads Ciarcie. Cheirmom:

Larey B Soward. Commiysioner
Bryan W. Shav. Ph.T. Cummnssioner
Glenn Shankle. Fxecutive Direcor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proeering Texas I Redlueing and Preveniing Pollutior

April 8, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

‘This Jetter is to inform you thal on 4/8/2008, Use Determination Application, 07-11966 (self
assigned tracking muvber DPFREESTONE B), was declared to be adnumstratn«ely complete.
This application was filed for the following facility;

FREESTONE POWER GENERATION LP
1366 TM 488
FAIRFIELD TX 75840

The next step in the Use Determination Application process is the techmical review of the
application. If this is a Tier [, I, or 1T application the technica) review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the adiministrative complete date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response 1s not counted in
delerminating the length of the technical review . The TCEQ will nolify you after the {echnical
review las been completed. In accordance with the statute, the TCEQ has mailed a notice of
receipl of this Use Delermination Application to the FREESTONE County Appraisal District.
Please contact the Tax Relief for Pollution Conlrol Property Program af (512) 239-3100 if you

have any questions.

Sincerely,

-7 /
/é'vu'\{ C- ,,,,,,,,,,, :

Ron Hatletl
Tax Relief for Poliution Contro} Properly Program



Buddy Garcia. Chairmar:

Larny R, Sowsard, Commissione:
Brvan W. Shaw. Ph.D.. Commissioner
Glenn Shanlle, Execwrive Drecior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Troteeting Texas by Redueing and Peeventing Polhiion
May 1, 2008

CHIEF APPRAISER

FREESTONE COUNTY APPRAISAL DISTRICT
218 N MOUNT

FAIRFIELD, TX 75640

This letter is 1o inform you that on 5/1/2008, a final delermination was issued with repard 1o Use
Determination application 07-11966, filed by:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 MI N ON FM 488

FAIRFIELD, TX 75840

A copy of the use determination is included with this letter. House Bill 3121 enacted during the
77th Legislatwre Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) yules that implement the appeals process are af
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 days of receipt of the
use determination. Should you choose to appeal the use determinatjon, please submit a copy of
vour appeal 1o the TCEQ Tax Relief for Pollution Control Property program at the time of filing
the appeal with the Chief Clerk of the comumission.

In erder to qualify for atax exemption. the applicant must file an exemption requesl with vour
appraisad districl. This exenption request must be accompanied by a copy of the positive use
determination 1ssued by the TCEQ. I vou have any questions regarding this Use Determinaiion
oy the appeals process. please call me a1 312/239-3300,

Sincerely,
S (A

David Greer
Team Leader, Pollution Preventian



Buodds Careis, Chainiar

Larmy R Seward, Comtissione:r
Brvas W. Shaw. Ph.D.. Camnitssioner
Gienn Shankbe, Execmive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecing Texas In Reeheeing and Preventing Polurion

May 1. 2008

DUFF & PHELPS LLC
GREG MAXIM

910 CONGRESS #1450
AUSTIN, TX 7870]

This letter is to inform you that an 5/1/2008, the technical review of Use Detemuination
Application 07-11966 was completed, This application is for:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 MI ™ ON FM 488

FAIRFIELD, TX 75840

The use determination is included with this jetter, In order 1o reguest an exemplion, a copy of this Use
Determination. along with a completed exemption request form #50-248 (can be found m
vww,cpa.siate.tx.us), must be provided to the Chiel Appraiser of the appropriate appraisal distriet. This
sequest must be made by April 30.

House Bill 3121, enacted during the 77th Lepisiative Session, established a provess for appealing a vse
determinatien. The Texas Commission an Envirenmental Quality {TCEQ) rules that implement the
appeals process are at 3¢ TAC 17.25. Pursuant 1o 17.25(a¥1). an appeal musi be filed within 20 days of
receipt of the use determiation. Should you choase 10 appent the use detenninaiion. please submit a
com of vour appeal to the TCEQ Tax Reliefl for Pollution Contral Property program at the time of filing
the appeal with the Chief Clerk of the commission.

i vou have any questions o requive any additonal information. please contact the Tax Relief for

Pollution Contral Properly Progrum at (512) 239-3100.

Sincerely,

Wl

avid Cireer
Team Leador, Fullution Presention



Buddy Garcia, Chetirmean

Larry R. Soward. Comunissioner
Bryan W. Shaw. Ph.D.. Commissianer
Gienn Shankle, Execiive Divector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protesting Texas i Reducing anc Preventing Polfuion

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
(7-11966, filed hy:

FREESTONE POWER GENERATION LP
FREESTONE ENERGY CENTER

13.6 MI N ON FM 488

FAIRFIELD TX 7584(

The pollution contro] property/project lisied in the Use Detenmination Application is:

This facility has four thermally efficien! heat recovery steam generators (JIRSGs) and two
steam turbines. This application-is a Tier IV application seeking 2 partial nse
determination for the HRSGs and the enkanced steam turbines.

The outcome of the review is:

A 100% positive use determination for the four Heal Recovery Steam Generators. This
equipment is considered to be pollution contro) equipment and was installed to meet or

exceed federzl or state regulations.
A negative determination is issued for the two steam furbines. The use of the steam
turbines does not provide an envirenmental benefit at the site. The steam turbines are not

congidered te he pollution eonfrol equipment.

(oo e £ 2605

Al
Dalf

Fxecotive Director




TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT
Reviewed Byv:  RLH App. No.: 07- 11966 Review Start Date: 4/8/2008

Company Name: FREESTONE POWER GENERATION LP
Facility Name: FREESTONE POWER GENERATION LP
Countv: FREESTONE Cutstanding Fees: N
Bateh/Voucher Number;B560156

ADMINISTRATIVE REVIEW

Administrative Complete Date:4/8/2008

TIER LEVEL

What Tier is this application? The application was filed agyiTier JV application. ks this the
appropriate jevel?

The property listed on this application, Heat Recovery Steam Generators and a steans turbine are

items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier 1V, .
Tier TV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Lxpilain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Perfonmance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

afier September 18, 1978, This is ap appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is deseribed as: 5

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two steam
turbines. This application is a Tier IV application seeking a partial use determination for the

HRSGs and the enhanced sieam turbines.

Is an adeguate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are skeiches and flow diagrams provided if needed?

An adequate description of the property was provided, and the purpose of the property was Iisted.
The anticipated environmental benefit is listed. Skeiches and flow diagrams were provided.

DECISION FLOWCHART@G0 TAC 17.15(a))
Mark the appropriaice buxes: Box 3 Box § Box 6(TV) Y Box 10(1) Box 1241 Box 13( 1)

PART B DECISION FLOWCHART (17.15(b)}
Mark the appropriate boxes: Box 1Y Box2 ¥ Box 3 Y

Describe how the property fluwed through the Decision Flowchart:

Since the property is Jisted on Part B oi the Eguipment & Caiegories List this property leaves the

- —.Decision Flox Charl.at Box 6. It passes throngh Box .ol the Parl B Decision Elam.Chari witha o e

ves answer. The use of this property at a combined cyvele plant, as ovposed 1o having & simple



cycle plant, provides an enviromental benefil of reduced NOx emissions at the site. So there is a
Yes answer for Box 2, Since there 15 a reduction in NOx emissions there is an environmental rule
which is being met so there is a ves answer to Box 3. The steam turbine passes tlrough Box 1 on
the Part B Decision Flow Chart with a ves answer. Since the use of the steam turbme does not

provide an environmental benefit at the site & no answey is the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER 10 or IV APPLICATIONS
Does your caleulation agree with the applieants?

No. The application comtains a proposed formula for caleulating the pollution control value of the
HRSGs and the steam trbine. The fornula is outcome determinative, and its focus is not on the
polhttion conbo} aspect of the property. The Executive Direclor disagrees with this formmula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
{or the first time after January 1, 1994? Is ali information necessary for conducting the fechnical
review inclnded.

The table was completed coirectly. The applicant certified that all listed property became taxable
for the first time afler January 1, 1994. All the information necessary for conducting the technicaj
review was included on the application.

TECHNICAL DEFICIENCIES

1s the application complete as received: Y If the application was not administratively compiete
explain bejow when justifying the final demsmn in the fina} determination section. If the application

was ot technically complete then:

Provide the language 1o be used in the Notice of Deficiency (NOD} letter:

Summarize the NOD response:

Provide the language used in the second NOD letter:
Summarize the second NOD response:

Provide the langoage used jn the thied NOD lfetier:
Summarize the third NOD response:

FINAL DETERMINATION

}l the ;\rnpm n deserintion has been summarized enter the detajled mope] ty du,usptwn

l"n;s acility has fum 1]]€ll'nclll\ efﬁuem huu recovery sleam generalors fJ I}{SQS and 1wo steam

A 2y e e e



trbines. This application 1s a Tier IV application seeking a partiai use determination o the
HRSGs and the enhanced sieam turbines.

Provide the reason for your final determination:

The Heat Recovery Steam Generalors meet all of the reguirements of Chapter 17. A positive use
determination based on the mos! apprapriate formula should be issued for the Heat Recovery

Steam Generators. The most appropriate fonmula has been determined by the Executive Director.

A negative determination should be issved for the steant twbine. The use of the steam twrbine
does not result in there being an environmental benefil at the site,

Provide the langpage for the fina) determination.

A positive use determination of 100% for the four Heat Recovery Steam Generators. A negative
determination is issued for the sieam turbine. The use of the steam twbine does not provide an
environmental benefit at the site. The steam turbine is nol considered to be poliution control

equipment.
Highlight the reguired signatures and establish the appropriate due dates.
Reviewed: y@ /‘rﬁ_/@;;«e;-:u_‘*f ' Date Signed: .}'% /@r

Peer Reviewed: & rfor ¥ G V‘*‘ﬁ"'”’“‘-’ Date Signed: ¢~ [~ 8
iﬁ
ate Signed: 9([ (ef

Team Leader'
Section Manager: J /4/ : ate Signed: W& 3 20
Division Director: % ate Signed: WA 1 2008

[z






TERAS
COMMISSION
ON ERNVRONMENTAL

QUALITY
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY =
7’“ 5 7 ' o
ATPPLICATION FOR USED ETERMINATION 8317 TLJE N.'-\EE ’%E?E%AH 8 43
FOR POLLUTION CONTROL PROPERTY AV =€ .
CHIEF CLERKS OFFICE

The TCEQ has Lhe responsibility 1o delennine whelher 8 properiy iy o polltion control popedy. A person seeking a use determination for
potiting control property mug complde e alsached spplication of wse & copy or simily reprodudtion. For assidance in compleling this forn
refer Lo the TCEQ puidelines document, Prperpy Teor Exempiions for Pallution Copwal Puoperty, us well 25 30T AC §17, vulos poveming thie
program, For additional nssigonue please comact the Tas Reliel Jor Pollitivn Gontiol Propeity Progrum a1 {5123 239-3100. The wpplicution
showd be conipleted and madled, nlong with o complete copy wd approprinte feg, 1ot TCEQ MC-214, Cashiers Office, P.O, Box 13088, Audin,

“Texns 7§71 13068,
1. GENERAL INFORMATION
A, What is the type of ownership of this facility?
[ Corporation . Sole Proprietor
) Partnership = Utility
M Limited Partnership L Other
B. Size of company: Number of Employees

M1 to 99 —1,000 to0 1,999
L2 100 10 499 - 2,000 to 4,999
500 to 999 75,000 or more
C. Business Description: Combination Eiectric and Other Utility (4931)
2. TYPE OF APPLICATION
C Tier 1$150 Application Fee ' Tier INT $2,500 Application Fee

[ Tier XI $1,000 Application Fee ~ ® Tier IV $500 Application Fee

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the applicaton to cover the required fee.
3. NAME OF APPLICANT
A. Company Name: Borger Epergy Associates, LP
B. Mailing Address (Street or P.0O, Box): 7001 Boulevard 26 Suite 310
C. City, State, ZIP. _Novth Richland Hills, Texas 76180 . . .. . .
4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A, Name of facility: Blackhawk Station e
B. Type of Mg Process or Service: Combination Blectric and Otber Utility (4931)
C. Streel Addross: J19N. Spur Co-Gen Place
D. City, State, ZIP: Borger, TX 79008
E. Tracking Number Assigned by Applicant:  DPBlackhawk B
F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

A. Name of Appraisal District:  Hutchinson

‘l 180, 1200, 1220, 1240)

Texas Arlivi lor Pollvlion Conitol Fiope, Apphicalicn
- ICEG-DOG1 - (Revisrd danvany FOOB) -~ v - =woe s
Blackhawk Slalion - 118 N. Spwt Co-Gen Place Sorger, TX 79008

— egﬂ?f’fﬁ
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6. CONTACT NAME (must be provided)

A. Company/Organization Name: Puff and Phelps LLC

B. Name of Individual o Contact: ___ Denhis Decgear -

C. Mailing Address: 919 Congress Ave.  Suite 1450

D. City, State, ZIP: Austin, TX 78701

E. Telephone number and fax number:  ($12) 671-5523 Fax (512) 671-550}
F. E-Mail address (if available): dennis.deegear@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each item is detailed with the proper statute, regulation,
or envirowmental regulatory provision.

8. DESCRIPTION OF PROPERTY

Background

Rlackhawk Station is a 225 MW cogeneration facility focaled in Borger, Texas
owned by Borger Encrgy Associates 1P, Blackhawk Station's design incorporates
two Siemens S0ID5A gas turbines, and two Deltak HRSGs, The exhaust from the
combustion turbines is divected to the HRSGs where the thermal energy in the
exhaust gases is recovered to generate steamn. The high pressure steam produced in
the HRSGs 1s exported to the adjoining Wood River Borger Refinery, Natural Gas

serves as the fuel for each gas turbine.

Overview of Cogeneration Technology

The.Facility is a cogeneration plant that consists of two gas-fired Combustion
Turbines ("CTs") equipped with heat recovery steam generators (HRSG's) to
capture heat from the turbine exbaust, Steam produced in the HRSG’s provides
steam for production purposes to the Facility’s steamn host. Wood River Borger
Refinery LLC. Use of the otherwise wasted heat in the turbine exhaust gas results in
tiigher plant thermal efficiency compared to other power generation technologies.

Combined heat and power (CHP) plants are often equipped with a steam turbine and
have the added flexibility over a cogencration plani to generate additional electricity
if needed or sell its steam directly to an industial facility commonly referred to as a
“steamn host”. Additional efficiency is gained in CHP and cogeneration applications
by using steam from the steam generator 1o serve direct thermal loads. Though
increasing overall theimal efficiency, the choice of using steam for these
applications instead of powering a steam-driven turbine reduces the clectrical oulpul

of the plant.

The following overview describes technology that is conubon 1o both cogeneration
and CHY electric power generation facilities. The significant difference between the
wo types of facilities is (he use of the thernal energy generated by the combustion
turbines. Because Blackhawk does not have a steam turbine and uses its theymal
coergy 10 supply steam io the Wood River Borger Refinery any portion of the

Teras Relel for Pollution Conliol Property Applicalion

TCEQD-DI61 1(RavisadJanuary 2203y - -~ =~

Blackhawk Stalion - 117 N. Spur Co-Gen Place Borger, TX 78008 Page 700 11



overview relating to steam turbine power generation does not apply to this facility.

The Brayton cycle is 4 constant pressure thennodynamic cycle that converts heat
from combustion into work. A Brayton-engine, as it applies Lo a gas turbine system.
will consist of & fuel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work outputl. is captured through a pump, cylinder, or turbine.

Cogeneration systems typically make use of the waste heal from Brayton engines for

steam production,

The Rankine cycle is a thermodynamic cycle thal converts heal from an extemal
source into work. In a Rankine cycle, external beat from an outside source i§
provided 1o a fluid in a closed-loop systerm. This fluid, once pressurized, converts
the heat into work output vsing a turbine. The fluid most often used in a Rankine
cycle is water (steam) due to its favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Steam generated in a cogeneration plant is typically sold to and

directly used by a stearn host

By combining both gas and steam cycles, high input temperatures and low output
temperatures can be achieved. A cogeneration plant has 2 thermodynamic cycle that
operates between the gas turbine's high firing temperature and the waste heat
temperature from its exhanst. This large range means that the Camot efficiency of
the cycle is high. The actal efficiency, while lower than this is still higher than that
of either plant on its own. The thermal efficiency of a cogeneration plant can be
measured as the net electric and steam power output of the plant divided by the

beating value of the fuel.

o, Ofeam
% To Process

Heat Recovery
Boiler

Y

Hot Exhaust Gases

il Combustion |
| Turbine

FIGURE 1 - Cogeneration Plant Configuration (1)

Toras Relie! for Pollulion Contro! Pronen:: Mpplicalion
TCEQ-D0611 [Revised January-2008) - - - - e -

Blackhawk Swalion - 11€ K. Spwr Co-Gean Place Bowger. TX 79008 Page 20! 1



A single-train cogeneration plant consists of one CT, a penerator, and a HSRG (See
Figure | — Cogeneration Plant Configuration, below). Because of high theymal
efficiency, high reliability, and low air emissions. cogeneration CT’s and HRSG's
have been the new resource of choice for bulk power generation and industyial
steans production for well over a decade, Other attractive features include significant
operational flexibility, the availability of relatively inexpensive power augmentation
for peak perlod operation and retatively low carbon dioxide productjon.

Curreni Repulatory Authority for Qutput-Based Fmissions

Innovative power technologies such as cogeneration lechnology offer enonmous
polential to improve efficiency and enbance the environmenta) footprint of power
generation through the reduction and/or prevention of air emissions to the
environment. Currensly, two thirds of the fuel bumed 10 generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have nof increased since the 1950s and more than one fifih of
the U.S. power plants are more than 50 years old. In addition, these facilities ate the
leading contributors to U.S. emissions of carbon dionide, NOx, sulfur dioxide
("SQ2™), and other contaminants into the air and water,

The ability to recognize and regulate the efficiency benefits of pollution reduction
and/or prevention through the use of cogeneration technology is achieved through
the use of Output-Based emissions standards, incorporated since September 1998
within the U.S. EPA’s new source performance standards (“NSPS”) for NOx, from
both new utility boilers and new industrial boilers, Pursuant to section 407(c) of the
Clean Air Act in subpart Da (Electric Utility Steam Generating Units) and subpart
Db (Industrial-Commercial-Institutional Steam Generating Units) of 46 CFR part
60, the U.S. EPA revised the NOx emissions limits for steamn generating units for
which construction, modification, or reconstruction conunenced after July 9, 1997
(3). Qutpui-Based regulations are also exemplified by those used in the U.S, EPA’s
NOx Cap and Trade Program for the NOx State hmplementation Plan (“SIP”) Call
of 1998, which uses unjts of measure such as ib/MWh generated or Ib concentration
(“ppm"), which relate to the emissions {o the productive output - electrical
generation of the process.(4)

The use of novative technologies such as cogeneration units reduces fossil fuel use
and leads to multi-media reductions in the environmental impacts of the production,
pracessing transportation, and combustion of fossil fuels. In addition, reducing
fossi) fuel combustion is a pollution prevention measure that reduces emissions of
atl products of combustion, not just the target pollutant (currently NOx) of a federal

reguialory program.
Authority to Expand Pollution Control Eguipment & Categories in Texag

Under Texas House Bil) 3732 (“HB3732™ enacted in 2007, Section 11.31 of the
Texas Tax Code 15 amended to add certain plant equipment and systems 1o the
currens Rst of air, water, or land pollution control devices exempt from property
taxation m Texas.

“Texas Relef tor Polluion Conlrul Prapery Applicalion

“TCEQ-0961 1 {Revised Jariver 2008,
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Specifically, the language reads as follows:

SECTION 4. Seerion 11.31, Tox Codi, is amended by adding Subsections (k). (1), and (m) 1o read as
Jelloas.

tky The Texas Conmission on Envieonmenial Qualits shall acdopr rofes establishing o ponexclusive fist
af fucilitio, deviees, or methods for the contret of air, water, or land polludon, which must include:
(1} coul cleaning or refining fecilities:

(2} atinuspheric or pressurized and bubbling or vivewlating fheidized bed comnbustion svstents and
gasification fluidized bed combustion combined-cycle sysiems;

(3) wlira-supareritical pulverized cool boilers;

{4) flue gay recirevlation componrents;

(5) syngas puvifivation xysiemy end gas-cleainup wnits;

{6) enhanced heat recovery spstems;

(7} exhersst hear recovery boilers;

(8} heat recuvery sieam genereions;

(9} superheatees and evaporators;

(1Q) enhanced steam nibina sysieins;

{73) methanation;

{12} coal cominmtion or gesificalion hyproduct and coproduct handling, storagre, or reatinen!
Jacilities; R

{13} biemess cofiring storage, disiriburion, and firing systems:

(14} ceal eleaning or drving processes, Sieh ox coal drying/molstere reduction, wiv jigging,
precombustion decorbonization, and coal flow balaneing lechnolugm::

(15} oxy-fuel combusiion technology, umine or chilled emmaonia serubbing, fuel or ainission
conversion through the use of caialpsts, enhanced scrubbing technolagy, wodified combustion
technology such as chemical looping, und cryogenic technology,

(16} if the Unilod States Enviromnental Prolection Agency adopts a final vule or regulatlon vegulaiing
curbon dioxide us o pollitant, property thai is used, constructed, aeguired, or insiolled wholly or
partly tv capture carbon diexide from an anthropogenic source i this stale that is geologicatly
seguestered in Nifs siale; .

(17} fuel cells generating eleciricity using hvdrogon doerived from coal, bivmass. petroleum coke, or
yolid waste; and

(18) any other eguipment desigried to prevent, capiure, ubate, or montior nfiregen oxides, volalile
okganic compounds, particalaie watter, mercuy, carbon monoxide, or any criteria poltutan,

(Y The Texas Commission an Emvironmental (huallty by ride shall ypdate the list adopied under
Subsection (k) af least once every three pears. An item may be vemaved from the lisi if the commission
finds compelling evidence to support the conclusion thet the ltem does not provide pollution comirel
benefits. ‘

(m) Notwithsianding the ather provisions of this section, if the facility, device, or method for the
control of air, water, or fand pollition deseribed in an application for an exemption under tlis section
iy ¢ facility, device, or methad Included on the list adopied under Subscerion (i), the execiive direcior
of ihe Texay Connmission on Enviropmental Quality, not laier than the 30th day gfter the dare of
receipt vf the inforiseiion reguived by Subsections (¢)(2} cnd (3) anc withawt regard ta whether e
infurmaiion required by Subsection (c)f1) has been submitied, sholl determine the the focility, device,
or methud described in the applicotion is nyed whoily ar parthy ax o focility, device, ar method for the
comtrol of dir, waier, or land polhtion and shall sake the actions that are required by Subsectian (dj in
the event suck o defeciination is made,

Under the TCEQ’s recent]y updated “Tax Relief for Pollution Control Property -
Application Insiructions and Equipment and Catepories List — Effective January
2008", the Equipment and Categories List - Part B ("ECL Pait B") 15 a list of the
pollution control property categories adopted and set forth m TTC Sec. 26.045(1).
The taxpayer is to supply a pollution control percentzge {or the equipment listed in
Pari B via calculations demonstraling pollulion conftrol, prevention and/or
reductions achieved by the lisled equipment or systems.

The following property descriptions outline the epvironmental purpose, including

Jexzs Rehel lor Pollulior Conlioi Piaperty Applicsion
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the anticipated environmental benefit of pollution controf additions considered
under the Application Instructions’ ECL Parl B that have been constructed and
placed inlo use al the Facility as of its placed-in-service date, or mstalled subsequent
10 n-service since 1994:

Taxal Ratis! for Polul

TRERO-0064: (Rewsed Manuary-S008) - - o e e -
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Property Descriptions

Item #1 Cogeneration Gas Turbine Plant Heat Recovery Steam Generator
(“HRSG™) and Support Systems Tier 1V B-8

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electrie Utility Steam
Generating Units emd Industrial-Commercial-Institutional Steam Generating Units
for New Source Performance Standards ("NSFS").

TAC Rule 106.512, Stendard Permir for Electric Generating Units (EGU)

NOTE: Pennits issued under Texas Clean Alr Act's Healih & Safety Code Sectiony 382,011, applies
io all electric generating wnits that emil air contenninanss, regurdiess of size, and it is to reflect Best
Available Control Technology ("BACT") for eleciric generating uhits on an ouipur basis in pounds
of NOx per megowatt hour, adjusted to reflect a simple eyele power plant,

The heat recovery steam generatos ("HRSG") found in the Facility is a heat
exchanger that recovers heat from a hot gas stream. A conmion application for an
HRSG is in 2 cogeneration power station, where hot cxhaust from a gas turbine is
fed to an HRSG to generate stears which can either be used to drive a steam turbine
or be sold directly to a steam host. This combination produces electricity in a more
thermally efficient manner than either the gas turbine or steam turbine alone.

The HRSG is also an important component in cogeneration plants. Cogeneration
plents typically have a higher overall efficiency in comparison to a combined cycle

plant.

The Facility’s HRSGs consist of three major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requiremonts of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section. The reheat and IP sections are separaie circuits
inside the HRSG. The IP steam parfly feeds the reheat seciion. Each section has g,
sieam drom and an evaporator section where water is converted o steam. This
stean then passes through superheaters lo raise the temperature and pressure past
the saturation point.

Pollution Cuntrol Percentage Cajeulation: Avoided Enlissions Approeach

To caleulate the percentage of the equipment or category deemed to be pollution
contro} equipment, the Avoided Emissions approach has been used. This approach
relies on thermal output differences between conventional eleciric power and steam
generation equipmient and the cogeneration system af the Facility, Specifically, the
percentage is determined by calculating the displacement of enmssions associaled
with the Facility’s thermal output and subtracting these emissions from a baseline
emission rate. These displaced emissions are emissions thal would have beep
generated by the same therma) outpul from conventional equipment.

Greater cnergy efficiency reduces all air comaminant emissions, ineluding the’

Texkas Rekel Jur Pulluicon Conirg! Prapaiy Applicalicn
TRER.60811 [Revised-Januvar: 20083 -— - —-mmrm s oo
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greenhouse pas, carbon dioxide. Higher efficiency processes include cogeneration,
combined-cycle, and CHP generation. For clectric generation the energy efficiency
of the process expressed in terms of British thermal uaits ("BTU's"} per Kilowatt-
bour {"kWh™). Lower fuel consunmplion associated will: increased fuel conversion
efficiency reduces emissions across the board - that is NOx, SOx, particulate matter,
hazardous air pollutants, aud greenhouse gas emissions such as CO2.

In calculating the percent excmpt for the listed items from the ECL-Par B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facililies and “"Greenfield” sieam generation facilities, We
looked at the various fossil fuel teclnologies in use today and chose the baseline
eleciric power generation facility to be a natura) gas-fired mrbine driven gencrator
without wasie heat recovery. The construction of the Blackbawk station and its
ability to produce stcam replaced some of the steam production generated by the
boiler steam plant localed at the Wood River Borger Refinery, With this in mind
the baseline steam generation facility selected is a gas-fired industrial steam boiler
operated withouf the thermal benefit of waste heaf recovery similar to the equipment
operated by the refinery. We benchmarked this conventional generation to the
subject natural gas-fired cogeneration equipment at the Facility. By doing so, we
narrowed the heat rate factors as much as possible to be conservative and uniform in
modeling. The benchmark heat rate factor is the following; '

Natural (fag-Fired Turbine and Industrial Steam Boiler: 8,864 BTU s/kWh

This baseline heat rate purposely omits other fossil fue! sowees in order to eliminate
impurity type characteristics, which in turn eliminated the NOx emission and cost of
control differences of each fossi] fuel and generator type. Comparing the emissions
mmpact of different energy generation facilities is concise when emissions are
measured per unit of useful energy outpul. For the purpose of our caleulations, we
converied the energy output of the steam 1o units of kWh, and compared the total

emission rate to the baseline facility.

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

Texast Retin! fur Poilutnz: Conleal Propedy Applicalion
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Caleulation (Reference Schedule A)

Step 1 —~ Subject Output-Based Limit Calculation (tbs NOx / MWh)

(Input-based Limit {Ibs NOx/MMRBTU)} X (Heat Rate (Btu/kWh)) /(1,000,000 Btu/ 1,000 kWh) =
Output: (Ibs NOx/MWh),

Step 2 — Subject Outpul Conversion Calculation (NOx Tons / Year)

(Output (1bs NOx/MWh)} X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hes/day)) /2,000 lbs = Qutput: (NOx Tons/Year)

Step 3 — Bascline Output-Based Limit Caleulation (Jos NOx / MWh)

{Input-based Limit (1bs NOx/MWh)) X (Heat Rate (Bru/k'Wh)) / (1,400,000 Btu # 1,000 kWh) =.
Output: (Tbs NOx/MWh)

Step 4 — Baseline Qutput Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMBtu) X (Unit Design Capacity (MW)) X (Capacity Factor) X ((365 Days) X
(24 hrs/day)) / 2,000 lbs = Output: (NOx Tons/Year)

Step 5 — Percent NOx Reduction Caleulation

((Output Baseline)ep 4 - (Outpu! Subject))pep2 / (Output Subject) gey2 = ¥ Reduction Output Subject

Step 6 — Percent Exempt Calculation

(Total Subject Pacility Cost) X {% NOx Reduction) = Capital Cost of NOx Avoidance

Step 7 — Percent Exempt Calculation

Total Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
& 1F% Exemplis greater than 100% HB 3732 Equipment is 100% Exempt

B I % Exempl is less than 100% then HB 3732 Equipment is partially exempt at

ihe Slep 6 calculation,
NOTE: Sec the attached calculation sheet for the details regarding Facility-specific calculations and
propesty x exemplion percentage resulls based upon these caleulalions.

Texas Reliefl for Palylion Conlrol Properly Applicalion
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9, PARTIAL PERCENTAGE CALCULATION
N/A.,

16. PROPERTY CATEGORIES AND COSTS
See attached Schedule 0.

11. EMISSION REDUCTION INCENTIVE GRANT

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

[}Yes [X1No
12. APPLICATION DEFICIENCIES

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

13. FORMAL REQUEST FOR SIGNATURE
By signing this application, you cerufy that this informatien is true to the best of yous

knowled d bchcf

NAME: T et gr DATE: 3 / 27 / 0%
TITLE: Vice President ‘ l
COMPANY:  Duff & Phelps LLC

Under Texas Penal Code, Section 37.10, if you make 2 false statementi on this
application, you could receive & jail termn of up to one year and a fine up lo $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 delinguent fees and/or penatties owed to the
TCEQ or the Office of the Attorney General on behalf of the TCEQ are paid mn
accordance with the Delinguent Fee and Penalty Protocol. (Effeciive 9/1/2006)

Teras welel for Poiutonp Coniol Property Appiicalion
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Blackhawk Station
11§ N. Spur Co-Gen Place

TCEQ Use Delermination Application - 2008
Sehewle 18

Blackhaxk Slation - 118 N. Spur Co-Gen Place
TCEQ Use Determinalion Application - 2008

Tierliv
10. PROPERTY CATEGORIES AND COST
‘ TAXABLE
TIER iV
ON OR ESTIMATED
PROJECT! 1N SERVICE DECISION ECL %
PROPERTY 1. NO. DATE BEFORE FLOW GHART| NUMBER FURCHASE EXEMET EXEMPT COST
114947 BOX COST
] YN
“leal Racovery Steem Geaneralors (HRSG) 1 1988 N 3 58 $13.906,514 100% $13.906.514
Tier IV Total _ $13,006.514 T $13.906.514
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Dennis Deegear

DIUFE&PHELPS Viee President
Phone:(512) 671-3523

dennis.deegear@dulfnndphelps.com

Mareh 26, 2008

TCEQ - Cashiers Office MC-214
Building A

12100 Park 35 Circle

Austin, Texuas 78753

Subject:  Application for Use Delermination for Poltution Control Property
Blackhawlk Station - 119 N. Spur Co-Gen Place Borger, TX 79008

Enclosed please find one application (the “Application”j for property tax exemptions for certain
qualifying pollution conirol property at the Blackhawk Station Project (the “Facility”) in

Hutchinson County, Texas,

Pursuant to Title 30 of Chapler 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 IV
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 capacitics
within the Facility. As outlined by the application instructions, the fee for this Tier IV
Application is $500. Enclosed please find a check for §500 for the Application processing.

The Application can be summarized as follows:

Property Description Estimated Cost

Tier IV See Attached Schedule $13,906,514

Piease send ane copy of the compleled property tax exemption Use Delermination {o the
following address: '

Duff and Phelpss LLC
c/o Dennis Deegear
919 Congress Ave,
Suite 1450

Austin, TX 787¢]



If you have any questions regarding the Application or the information supplied with these
Application, please contact Dennis Deegear of Duff & Phelps, LLC at (512) 671-5523 or e-mail

at dennis.deegear@duffandphelps.com.
Very truly yours,
DUFF & PHEEPSLLC

Signature: %_)sm

Name: Depnis Deegear

Title; Vice President

Enclosures



Buddy Garcia. Cheviriian

Lars R, Soward. Commiskisner
Bivan W, Shaw, Ph.D. Commissinner
Glenn Shanlie. Excoirive Directar

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Predecting Texas bv Redueting and Preventing Pofluion
Mav 1, 2008

CHIEF APPRAISER

HUTCHINSON COUNTY APPRAISAL DISTRICT
PO BOX 5065

BORGER, TX 79008

This letter is 1o inform vou that on 5/1/2008, a final determination was issued with regard tc Use

Deteymination application 07-11971, filed by:

BORGER ENERGY ASSOCIATES LP. -
BORGER ENERGY BLACKHAWEK STATION
119N, SPUR CO-GEN PLACE

BORGER, T 79008

A copy of the use determination is included with this Jetier. House Bill 3121, enacted during the
77th Legisiature Session, established a process for appealing a use determination. The Texas
Commission on Envivomnental Quality (TCEQ) rules that impleément the appeals process are at
30 TAC 17.25. Pursaani io 17.253(a)(1). an appeal must be filed withtn 20 days of receipt of the
use determination. Should you choose {o appeal the use determination. please subniit & copy of
vour appeal to the TCEQ Tax Relief for Pollution Contrel Property program at the time of filing
the appeal with the Chief Clerk of the comimission.

In urder o qualify for a tax exemption, the applicant must {ile an exemption request with vour
appraisal district. This exemption request must be accompanied by a copy of the positive use
determination issued by the TCEQ. If you have amy questions reparding this Use Determination
or the appeals process, please catl me at 312/239-3100.

Sincerel Y.
\>.¢WJL -

David Greer
Team Leader. FPollution Prevention



Buddy Garcia, Chalriman

Lam R. Svoward. Comaissioner
Bivan W, Shaw, Ph.D.. Cammisxivner
Glem Shankle, Exeentive Director

TEXAS COMMISSION ON ENVIROWMENTAL QUALITY

Proteciing Texay by Redueing and Prevemting Pollution

May 1, 2008

DUFF & PHELPS LLC
DENNMIS DEEGEAR
919 CONGRESS #1450
AUSTIN, TX 78701

This letler is to inform you thal on 5/1/2008, the technical review of Use Determination
Application 07-1197) was completed. This application is for:

BORGER ENERGY ASSOCIATES LP
BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE

BORGER, TX 79008

The use delermination is included with this letter. In order to request an exemption, a copy of this Use
Defermination, along with a completed exemplion request form #50-248 (can be found at
wwiw,cpa.state.tx. us), must-be provided 1o the Chief Appraiser of the appropriste appraisal distriet. This

request 1nust be made by Aprii 30

House Bill'3121. enacled during the 77th Legislative Session, establishad a process for appealing a use
delermination. The Texas Comunission on Envhonmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25, Pursuant to 17.25{a)(1). an appeal must be filed within 20 days of
receipt of the use detesmination. Should you choose to appeal the use determination, please subnnit a
copy of your appeal to the TCEQ Tax Relief for Pollution Control Property program ai the time of fiting
the appeal with the Chief Clerk of the commission. .

I you have any queslions or require any additional information. please contaet the Tax Reliel for

Pollution Control Property Pragram al (512) 239-3 100,

Sincercly.

David Greer
Team Leader, Pollution Prevention



Buddy Garcia. Chairmen

Larrs R, Sowird. Commissioper
Brvan W. Shaw. Pl Commiscioner
Glenn Shankle. Executive Direciar

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proreeting Texas b Redoeing andg Proventing Pollurion

USE DETERMINATION

The Texas Commission an Envirommental Quality has reviewed Use Determination Application.
07-11971. filed by:

BORGER ENERGY ASSOCIATES LP
BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE

BORGER TX 79008

The pollution control property/project listed in the Use Determination Application is:

This facility has rwo thermally efficient heat recovery steam generators (HRSGs). This
applieation is a Tier IV application secking 4 partial use determination for the two HRSGs,
The outcome of the review is:

A 100% positive use determination for the two Heat Recovery Steam Generators. This
equipment is considerced to be pollution control equipmenf and was instalied to meet or

exceed federal or state regulations.

(T Sy [ 2acs

Executive Direclor Da{g/
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Buddy Garcia, Chaivinan

Larry R. Soward. Commissioner
Brean W. Shaw. Ph.D., Commissioner
Glenn Shankle, Execurive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prateeting Texas by Redueing and Preveting Polluion

March 31, 2008

CHIEF APPRAISER
HUTCHINSON COUNTY APPRAISAL DISTRICT

PO BOX 5005
BORGER TX 79008

This letter is to inform you that a Use Determination Application has been filed by;
BORGER ENERGY ASSOCIATES LP

for:

BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE
BORGER TX 79008-

Appraisal District Accouni Number: 996(1 000, 1010, 1100, 1120ETC

This facility is located in HUTCHINSON County.

A complele copy of the application is included with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigued a tracking number of 07 -11971. Please contac( the Tax
Relief for Pollution Contro] Property Program at (512) 239-3100 if you have any questions.

Sincerely,

r"—? 3 p— o

Ron Hatlett

Tax Rehef for Pollmion Contro] Property Program



Buddy Gareia. Chairman

Lariy B, Soward. Commisciuner
Bryan W Shaw. Ph.D.. Commissioner
Glenn Shankle. Exvecmtive Divector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Redweing and Preveming Polhiion

April 8, 2008

DUFF & PHELPS LLC
DENNIS DEEGEAR

919 CONGRESS #1450
AUSTIN TX 78701 -

This letter is to imform you that on 4/8/2008, Use Determination Application, 07-11971 (self
assigned tracking number DPBLACKHA WK B), was declared 1o be administratively complete.
This apphication was filed for the following facility:

BORGER ENERGY BLACKHAWK STATION
119 N. SPUR CO-GEN PLACE
BORGER TX 79008

The next step in the Use Determination Application process is the technical review of the
application. If this is a Tier 1, 11, or Il application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the techmical
review will be compleled within 30 days of the administrative complete date. If” additional
technical information is required 2 notice of deficiency letler (NOD) wili be issued. The {ime
period between the issuance of the NOD and the receipt of the response is not counted m
determinating the length of the technical review .The TCEQ will notify you afler the {echnjcal
review has been compleled. In accordance with the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application (o the HUTCHINSON County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Progizun al (512) 239-3100 if you

have any questions.
Sincerely,

e

il

Ron Hatlett
Tax Rehel for Pollution Control Property Program



TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT

Reviewed By: RLH App. No.:  07-11971 Review Start Date; 4/8/2008

Company Name: BORGER ENERGY ASSOCIATES LP
Facility Name: BORGER ENERGY BLACKHAWK STATION
County: HUTCHINSON Outstanding Fees: N
Baceh/Voncher Number:B500156

ADMINISTRATIVE REVIEW
Administrative Complete Date:4/8/2G08

TIER LEVEL
What Tier is this application? The application was filed as a Tier IV application. Is this the

appropriste level?

The property listed on this application, Heat Recovery Steam Generators, is item B8 on the
Equipment and Categories List. This application was filed as a Tier IV, Tier IV is the appropriate

level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule listed in the application is: 40 CFR 60.44Da
‘The appropriate rule is: 40 CFR 60.44Da

Explain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after Seplember 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROFERTY
The property is described as:

This facility has two thermally efficient heat recovery steam generators (HRSGs). This application
isa Tier 1V application seeking a partial use determination for the two HRSGs.

1s an adequate description and purpose of the property provided? Does it list the anticipated
envirpnmental benefits? Are sketehes and flow diagrams provided il needed?

An adequate description of the property was provided, and the purpose of the property was Jisted.
The anticipated environmental benefit is listed. Sketehes and flow diagrams were provided.

DECISION FLOWCHART(GB0 TAC 17.15(a))
Mark the appropriate boxes: Box 3 Box 5 Box o(TV) Y Box 30(111) Box 12(I) Box 13(11)

PART B DECISION FLOWCHART (17.15(b})
Murk the appropriaie boxes: Box 1Y Box 2 ¥ Box3 ¥

Deseribe how the property Oowed through the Decision Flowebari:

Since the property is Jisted on Part B of the Equipment & Categories List this property leaves the
Decision Flow Charl ai Box 6. 1t passes thwough Box ) of the Part B Decision Flow Chart with a
yes answer, The use of this properiy at a combined cycle plant, as apposed to having a shmple
cyclE plant piovides an environmesital beneli: of reduced WO emissions arthe site "So there isa -



Yes answeyr for Box 2, Since there 18 a reduction in NOx emissions there is an environmenta) rule
which is being met so there is a ves answer o Box 3.

TIER I ar TV APPLICATIONS

Duoes your caleulation agree with the applicants?

No. The application contains a praposed formula for calculating the pollution control value of the
HRSGs and the steam twrbine. The formula is owlcome determinative, and its focus is not on the
poilution control aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 Ie all information necessary for conducting the technical

review tncladed,

The table was completed correcily, The applicant certified that all listed property became taxable
for the first time afier lanuary 1, 1994, All the information necegsary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the fina) decision in the final determination section, If the application

was nof technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) ietter:

Summarize the NOD respouse:

Provide the language used in the second NOD letfer:
Summarize the second NOD response:

Provide the language used in the thied NOD letfer:
Summarize the third NOD response:

FINAL DETERMINATION

1f the property description has been summarized enter the detaiied property déseription:

This facility has two thermally efficient heat recovery steam generators (HILSGs). This application
is a Tier IV application seeking a partjal use determination for the two HESGs.

Provide the reasan Tor vour findl déterniinition:



The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.

Provide the language for the finaj determination.

A positive use determination of 100% for the two [Heat Recovery Steam Generatos.

Highlight the required signatures and establish the appropiiate due dates,

Reviewed: /%\ééf /{G.."L J7 Date Signed: &{1/%¥
: oo ] e 51
Peer Reviewed: I a_npey 1L O A~ DateSigned: 5| e

Team Leader: v (’\-—\ Date Signed: 57,(/(? 5’/
Section Manager;  f ¢ Date Signed: MAY 1 2008

Division Director: %ﬂ/}l}(‘) Date Signed:  WAY 1 2008






COMAESION
ON El\glh’:‘,)N:MENTAL

TEAS COMMISSION OR ENVIRONMENTAL QUALITY
APPLICATION FOR USED ETERMINATION 205 KAY 23 MM B 43
FOR POLLUTION CONTROL PROPERT'Y

The TCEQ has the rosponsibilily 10 deleonine whether 5 property is a polldion contrel propety. A person seeking » vse delcmgﬁﬁfgLEHKs OFFICE

pullition control propesty mug complete the attached applittion or ust a copy oF similr reproduction. For assistince i completiag this orm
refer o the T CEQ guidelines dosument, Pagperry Tax Exunptions for Polhebon Control Properiy, v woll 88 10T AC §17, rules gnvemnsuhl‘
program. For additional sssitance plense contud he Tax Reliel for Polhtion Contral Propeny Progrem m (512) 2383104, The yplication -
should by compleied wnd muikd, along with » complde arpy and sppropriote fee, w: TCEQ MC-214, Cashiers OFfice, P.O. Box 13088, Ausin,

Texns 787) 1-30RS,
1. GENERAL INFORMATION
A. What is the type of ownership of this facility?
2 Corporation [7i Sole Proprietor

O Pastuership 0 Utility
¥ Limited Partnership O Other

B. Size of company: Number of Employees

¥1t099 31,000 to 1,999
3300 to 499 03 2,000 to 4,999
0 500 to 999 ] 5,000 or more
C. Business Description:  Electric Power Generation
2. TYPE OF APPLICATION
{J Tier 185150 Application Fee O Tier IfI $2,500 Application Fee

C Tier IT $1,000 Application Fee M Tier IV $500 Application Fee

NOTE: Enclose a check, monc-{)f order to the TCEQ, or a copy of the ePay receipt
along with the applicaton to cover the required fee.

3. NAME OF APPLICANT
A. Company Name: Brazos Valley Energy LP.
B. Mailing Address (Street or P.O. Box): 717 Texas, Ste. 1000 N

C. City, State, ZIP: _Houston, TX 77002 e e e i
4. PEYSICAL LOCATION OF PROPERTY REQUESTING A TA)L EXEMPTION
A. Name of facility; Brazos Valley Energy e e

B. Type of Mfg Process or Service:  Electric Powe: Gcnenuon

C. Strext Address: 3440 Lockwood Road

D. City, Stale, ZIP: Richmond, Texas 77469 L
L. Tracking Number Assigned by Applicant:  DPBrazosValley B

F. Customer Number or Regulated Entity Number: N/A

5. APPRAISAL DISTRICT WITH TAXING AUTHORITY QVER PROPBRTY
A. Name of Appraisal District:  Fort Bend
B. Appraisa! District Account Numbesr:  0348-00-000-0203-501; 0343-00-000-0204-
9G]

Teras Rehel for Pollusion Contre” Propen y Apghivelion

TCEQ-0051 | IRewseu Janui; 2008)
firazar alley Ene:gy 3441 Lockweotl Road Rizhrond, Texa: 77462 - Page 101 32



6. CONTACT NAME {must be provided)

A. Company/Organization Name: Duff and Phelps LLC

B. Name of Individual 1o Contact: Greg Maxim T
C. Mailing Address: 019 Congress Ave.  Suite 1450

D. City, State, ZIP: Austin, TX 78701

E. Telephone number and fax number:  (512) 673-5580 Fax (512) 671-550]
F. E-Mail address (i available): gregory. maxim@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each ilem is detailed with the proper statute, regulation,
or environmental regnlalory provision,

8. DESCRIPTION OF PROPERTY

Background

The Brazos Valley Power Plant is located in Richmond, Texas. Two combustion
turbines are routed to two heaf recovery steam generators which provide steam to
one steam turbine. The Brazos Valley Power Plant sells the power it generates to
Calpine Commercial Operations. The facility is located in Richinond, TX and has
been in operation since May 2003. The facility has a baseload capacity of 508
megawatis and is 100 percent owned by Calpine., The technology emiployed is a
natura} gas-fired, combined-cycle GE combustion and steam turbines. Brazos
Valley Power Plant serves the ERCOT region.

Overview of Combined Cvcle Technology

The Facility is a combined-cycle gas turbine power plant consisting of gas
Combustion Turbines ("CTs") equipped with heat recovery steamn generators 1o
capture heal from the gas turbine exhaust, Steam produced in the heat recovery
stearn generators powers a steam turbine generator(s) to produce additional elecivic
power. The use of otherwise wasted heat in the turbine exhanst gas results in higher
plant thermal efficiency compared to other power generation technologies.
Combined-cyele planis cutrently entering service can converl over 50% of the
chemical energy of natural gas into electricity (F1HV basis). Employment of the
Brayton Thermodynamic Cycle (Gas Twhbine Cycle) in combination with the
Rankine Thermodynamic Cycle results in the improved efficiency.

The Rankine ¢ycle is a thermeodynamic cycle thal converts heat from an external
scurce ito work. In a Rankine cycle, external heat from an oulside source is
provided 10 a fluid in a closed-loop system. This fluid, once pressurized, converts
the heat into work output using a turbine. The fluid most often used in s Rankine
cycle is water (steam) due 1o ifs favorable properties, such as nontoxic and
wreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycle is usually limited by the
working fluid. Without pressure reaching super cpiticai the temperature range the
Rankine cycle can operale over Is guite small, turbine entry lemperatures are

Texa. Rehel fc: Pollulion Conlro! Piopery Application

'iCEOADDS'I i [Rovised Janvary 2008}
Brazoe falley Energy - 3840 Lotiwood Raad Richmond, Texa: Y7465 -
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typically 565°C (the creep limit of stainless steel) and condenser iemperatures are
around 30°C. Traditional coal fired and natural gas fired Rankine cycle power
generation plants are limited by the inlet pressures and temperatures of the steam
turbine design and the condenser vacuum and temperature. The Rambkane cycle can
achieve thermodynamic cvcle efficiency (useful work obtained as a percentage of
fuel input) ranging from 33% to 36%. However, if the Rankine cycle is used in
conjunction with or as the “bottoming” cycle to the Braylon cycle the efficiencies
can be improved as discussed below. This low turbine entry temperature (compared
with a gas turbine) is why the Rankine cycle is ofien used as a botloming cycle in
combined cycle gas turbine power stations.

The Brayton cycle is a constant pressure thermodynamic cycle that converts heat
from combustion into work. A Brayion engine, as it applies to a gas turbine sysien,
will consist of a fuel or gas compressor, combustion chamber, and an expansion
tmrbine, Afr is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, cylinder, or turbine. A Braylon
engine forms half of a combined cycle system, which combines with a Rankine
engine to further fncrease overall efficiency. Cogeneration systems typically make
use of the waste heat from Brayton engines, typically for hot water production or
space heating,

By combining both gas and steam cycles, high input emperatures and low output
temperatures can be achieved. The efficiency of the cycles are additive, because
they are powercd by the same fuel source. A combined-cycle planihasa
thermodynatnic cycle that operates between the gas turbine's high firing temperature
and the wagtie heat temnperature from the condensers of the steam cycle. This farge
range means that the Carnot efficiency of the cycle is high. The actnal efficiency,
while lower than this is stifl higher than that of either plant on its own. The thermal
efficiency of & combined-cycle power plant is the net power output of the plant
divided by the heating value of the fuel. Combined cycle power generation plants
that produce only electicity cap achieve thermodynamic efficiencies in the range of
53% to 59%, with the normal range being 53% 1o 56%. Combined cycle power
generation plants that produce steam or hot water in conjunciion with electric power
can improve upon those values by “offsetting” fired boiler operations within
adjacent industrial complexes. These facilities are knoww as combined cycle
cogeneration units,

A single-train combined-cycle plant consists of one gas twbine generator, a hieal
recovery sieam genevator (HSRG) and a sicum turbine generator (1 x 17
copfignration). As an example, an “FA-class” combustion turbine, the most
connnop technology i use for large combined-cycle plants withiin the stale of Texas
and other Jocations throughout the United States, represents a plant with
approximately 270 megawatts of capacity. 150 references ambient conditions al
14.7 psia, 59 F, and 60% relative humidity.

See Figure } - Standard Combined-Cycle Configuration, below.

Texas Relief lo: Potluson Contral Frpery Applicalion
TCEO-BI641 {Revised January 2008)

Brazos aliey Enesgy - 3640 L ockwoad Road Richmul:s‘d-._fduxa: 7ra84 Pagu Tel1r



e —JCECLONES 3 {Revises Jaguary. 2008 ..

It is common o find combined-cycle plants using two or even three gas turbine
geneyalors and heat recovery steam generalors feeding a single, proportionally larger
steam turbine generator, Larger plant sizes resull in econoniies of scale for
construction and operation, and designs using multiple combustion turbines provide
improved pati-load efficiency. A 2 x ) configuration using FA-class technology
will produce about 540 megawatts of capacity at International Organization for
Standardization ("ISO") conditions, ISO references ambient conditions af 14,7 psia,
59 F, and 60% relative humidity.

Because of high thermal efficiency, high reliability, and lower air emisgions,
combined-cycle gas turbines have been the new resource of choice for bulk power
generation for wel] over a decade. Other atiractive features include sigaificant
operatjonal flexibility, the availability of relatively inexpensive power augmentation
for peak period operation and relatively low carbon dioxide production.

Cooling Tower

Wiy

Conrenser|’
Elachicity-ag (-

Slearm Turbine

e Heal Recower
Steam Genearaior

Gaz Turbine

o Eleciricity

.\H—"
fGeterator

ma,

Compressor Turkine

Tlrﬂake A

FIGURE 1 - Standard Combined—erclé Conﬁguraﬁon (1)

As an example, consider a gas turbine cycle that has an efficiency of 40%, which is
a representative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cycle efficiency would be 58%, which is a
very large increase over either of the two simple cycles. Some representative
efficiencies and power outputs for different cycles are shown in Figore 2 —
Conyparison of Efficiency and Power Output of Various Power Products, below.

Texas Retic! fo: Pollulivn Coniral Preneny Applicalion
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FIGURE 2 - Comparison of efficiency and power output of various
power products [Bartol (1997)] (2)

Current Repulatory Authority for Ovtput-Based Emissions.

Innovative power technologies such as combined-cycle technology offer enormous
potential to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
enpvironmet. Currently, two thirds of the fuel bumed to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than one fifth of
the U.S. power plants are more than 50 years 01d.(6) In addition, these factlities are
the leading contribuiors to U.S. emissions of carbon dioxide, NOx, sulfur dioxide
("SO2"), and other contaminants into the air and water.

The ability to recognize and reguiate the efficiency benefits of pollution reduction
and/or prevention through the use of combined-cycle technology is achieved

through the use of Outpul-Based ernissions standards, incorporated since September

1998 within the U.S. EPA’s new source performance standards (“NSPS™) for NOx,
from both new ulility boilers and new industrial boilers. Pursuant to section 407(c)
of the Clean Air Act in subpart Da (Electric Utslity Sieam Generating Units) and
subpart Db {lndustrial-Conmercial-lnstitutiona) Steamn Generating Units) of 40
CFR part 60, the U.S. EPA revised the NOx emissions limits for steam generating
units {for which construction, modification, or reconstruction commenced after July
9, 1997 (3). Ouiput-Based regulations are also exemplified by those used in the
.S, EPA ‘s NOx Cap and Trade Program for the NOx State lmplementation Plan

Texa: Reho! jor Poliduon Gonire: Propeny Application

TCEC-00611 (Thovised January 2008)
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(*SIP”) Call of 1998, which uses units of measure such as Ib/MWh generated or 1b
concentration ("ppm"), which relate to the emissions o the productive ouiput —
electrical geperation of the process.(4)

The use of innovative iechnotogies such as combined-cycle unils reduces fossil fuel
use and leads to multi-media reductions 1 the environmental Impacts of the
production, processing transporiation, and combustion of fossil fuels, In addition,
reducing fossil fuel combustion is a pollution prevention measure that reduces
emissions of all produets of combustion, noi just the targer pollutant (currently

NO=x) of a federal regulatory program.
Authority to Expand Pollution Control Equipment & Catepoyies in Texas
Under Texas House Bil} 3732 ("I{B3732™) enacted in 2007, Section 11.31 of the

Texas Tax Code is amended to add certain plant equipment and systems (o the
curreni list of air, water, or land poilution control devices exempi from property

iaxation in Texas.

Specifically, the language reads as follows;

SECTION 4. Sectien 11,31, Tax Code, Is amended by vdding Subsections (&), (I, and (m) io read os
fallows:

(%) The Tevay Commission on Enviramnental Quality sholl adopt rules evrablishing o nonexchusive list
of fucitities, devices, or methods for the control uf aiv, water, ar lutet polfutien, which must include:
(1) coed eleoning or refining fuctlities;

(2) wimospheric or pressuvized and bebbling or chewlating futdiced bed comhusiion systans and
gasification fleidized bed combustion combined-cycle systems;

¢3) wlira-supereriticel pufverized coul boflers,

(4} flue gus reciveuiation componcnts;

{5) syngas purification sysiems and gas-cleanvp wils;

{6) enhanced heal recovery systems:

{7} exhapst heat recovery boilers;

(b‘) hear rECoverr sfeam generdtors;

%) superhecters and evaporalors;

(F0) enhanced steain Iurbing systems;

(11) methanation;

(12) coal combustion or govification hypreduct and coproduet handling, storage, or ireainent
Jacilitios,

(13) hiomurs cofiving sforage, disiribwiion, and firing systems; .

(14) cual cleaning or drifng provesves. Such ay enel dyvinglinaistere reduction, air jigging,
precombustion decevhonization, and cool flow hulancing technolugy:

¢15) axv-fuel combustion technitogy. amine v chiffed ammania yerubhing, fuel or emiyeinn
canversion flwongh the wse of cotalvsts. entanced scrubbing lechnolagy, modifice combusiitn
techmntogy such o ehemical louping, and ervogenic reehinolog:

(163 I the United States Envivanmenial Proteciion Agency addap s o_final rufe or regulaiion regulating
carbon divxide ax o pollutani, property that ix ased, comstructed. aegquired, we instefled wholly or
partly fo copiure carbon diovide from an anthropogenic smree n his siaie thol i geologically
seyuestered in this stare;

(17} fuel cells goneraring efeciricite uing hvdrogen derived fring caol, hivmass. petredenn eoke, or
sofid waste; oud

(18 cmy: ather aqripment designed (o provent, eaphere. ahate, ar meidior vitragen oxides, vlaile
organic compmunds, particualate matter, merem, carltm munoxide, or any criteriea pu”uftmt.

( The Texax Commissivn on Eavirommental Gualite by enfe sholl wpdeie the list elop e mocler
Suftsection (k) at least wice evecy Hhrer vears. An flem may he remaved fram the list [ the conumission
Jinds competling evitience da yuppors the conclusion thet the ftem does nor provide polfuiion cunival

henelii,
oyt Nonwithsianding tivg ather provisions o, this section, i the fucilite, device, or methad for the

Texas Relie’ for Polivion Conlkol Proped, Appliselion
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conlrol of aix, weaiar, or land pollution deseribed i an application for en exempiion mder this section
is a fucility, device, or methed inchided on the Hst adopred wnder Subsection (R, the execuiive direcior
of the Texay Commission on Envivomnenial Quality, not later than the 30t day gfier the daie of
receiy of the infornmarion required by Subsections (€)(2) and (3} and witheat vegard e whether the
information requived by Subsection fe)(f) hay been Submitted, shall determing that the fucility, device,
or tagthod described in the application iz vsed whell: ar porily ax u facility, deviee, or method for the
contvol af air, waier, or tand pothution and shall take the actions thet are vegitired hy Subseciion (d) in

the vent such a derermination iy mede,

Under the TCEQ’s recently updated “Tax Relief for Pollution Control Property —
Application Instructions and Equipment and Categories List — Effective January
2008, the Equipment and Categories List - Part B ("ECL Part B") is a list of the
pollution contro) property categories adopied and set forth in TTC Sec. 26.045(f).
The taxpayer is to supply a poliution control percentage for the equipment listed in
Parl B via calculations demonstrating pollution conirol, prevention and/or
reductions achieved by the listed equipment or systeins.,

The following property descriptions outline the envirommental purpose, including
the anticipaled environmental benefit of pollution conirol additions considered
under the Application Instructions’ ECL Part B that have been constructed and
placed into use at the Facility as of its placed-in-service date, or installed subsequent

to in-service since 1994:

Texa: Rediel fur Polulion Centea: Properly ~pphcaion
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Property Descriptions

1tem #1 Combined-Cycle Gas Turbine Plant Heat Recovery Steam Generator
(“HRSG”) and Support Systems Tier TV B-§

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Units and Indusirial-Commercigl-Institutional Steam Generating Units
Jor New Source Performance Standards ("NSPS").

TAC Rule 106,512, Siandard Permit for Electric Generating Units (EGU)

NOTE: Permit issyed under Texax Claan Air Act's Health & Safety Code Sceriony 382.011, applies
10 all electric generating units thal emil eir contaminants, regarcioss af size, and it iy to reflect Best
Availabie Conwal Technology ("BACT") for electric generating units on an output basis in pownds
of NOx per megawatl hour, adfusied to veflect a simple cycle power plant,

The heat recovery sieam gencraior ("HRSG") found in the Facility is a heat
exchanger that recovers heat from a hot gas stream. H produces steam that can be
used in a process or used to drive a steam turbine. A common application for an
HRSG is in a combined-cycle power station, where hot exhaust from a gas turbine is
fed to an HRSG to generate stearn which in tun drives a steam twrbine. This
combination produces electricity in a more thermally efficient mamner than either

the gas turbine or steam turbine alone,

The Facility’s HRSGs consist of three major components: the Evaporator,
Supetheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheat/IP (intermediate pressure) section,
and an HP (high pressure) section, The reheat and IP sections 4re separale circuits
inside the HRSG. The IP steam partly feeds the rehent section. Each section has a
steam druim and an evaporator section where waler is converted to steam. Thig
steam then passes through superheaters 1o raise the temperature and pressure past

the saturation point.

Item #2 Steam Turbine and Support Systems Tier IV B-10

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Units ond Indusirial-Commercial-Institulional Stean Generating Units
Jor New Source Performance Standards ("NSPS").

TAC Rule 106.5]2, Standard Permit for Electric Gencrating Units (EGU)

NOTE: Peratity issued wnder Texax Cleai Air Act s Peclth & Safiiy Codde Sectiony 382,011, applies

10 afl elestvic genarating unils that emil aiv contemmants. Fegardlesy of size, onc it is io reflect Dex

Availahle Cemivol Technologne (“BACT™) fin electric gencrating units on an outpen basis in pounds

af NQOy per megawar) hewr, adjusied 1w reflect a sinple cvele pawer plunt.

The steam turbine(s) Tound in the Facility operate on the Rankine cycle in

combination with the Braylon cycle, as described above, Sleam crealed in the

Facility HRSG(s) from waste heat ihat would have otherwise beer tost 1o the

almosphere enlers the sica; wrbine vie a throttle walve, where it poveers the turbine
Texes Reliel fon Polluktar: Canlzo. Properly Applicalion
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and connecied generator 1o make electricity. Use of HRSG/Steam Turbine System
combination provides the Facility with an overall efficiency of greater than 50%.
Steam turbine sysiems similar to the Facility’s bave a history of achieving up o
95% availability on an annual basis and can operale for more than a year between
shutdown for maitenance and inspections. (3)

Pollution Control Percentage Calculation: Avoided Emissions Approach

To calculate the percentage of the squipment or category deemed 1o be pollution
sontro] equipment, the Avoided Emissions approach has been used. This approach
relics on thermal outpul differences between a conventional power generation
sysiem and the combined-cycle system al the Facility, Specifically, the percentage
is deternmiined by calculating the displacement of emissions associated with the
Facility’s thermal output and subtracting these emissions from ¢ baseline emission
rate. These displaced emissions are emissions that would have been generated by
ihe same thermal output from a conventional system.

Greater energy efficiency reduces all air eontaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes inciude combined-
cycle operation and combined lieat and power ("CHP") generation. For electric
generation the energy efficiency of the process expressed in terms of millions of
British thermal units "MMBTU's") per Megawatt-hour. Lower fuel consumption
associated with increased fuel conversion efficiency reduces emissions across the
board ~ that 18 NOx, SOx, particulate matter, hazardous air pollutants, and
greenhouse gas emissions such as CO2. '

In calculating the percent exempt for the listed items fiom the ECL-Parl B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facilities und “Greenfield” power and heat generation
facilities. We looked at the various fossil fuel techiologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchinarked
this conventional geperation to the subject natural gas-fired combined cycle
generator at the Facility. By doing 0, we narrowed the heat rate faclors as much as
possible o be conservative and unifory in modeling. The benchmark heal rate

factor is the following:
Natura] Gas fuel-fired Steam Generator: 10,490 BTW s/LkWh

This baseline heat rate purposcly omits other fossil fuel sources in order {o eliminate
impurity type characteristics, which in wp eliminated the NOx exmission and cosi of
control differences of each fossil fuel and generator type. Comparing the emissions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful energy outpul. For the purpose of our calculations, we
converted all the energy ougjpul to units of MWh (1 MWh = 3413 MMBTLU), and
compared the tolal emission rale to the baszline facility,

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

Fexas Relief for Poliu¥on Coniie’ Fropers - ppicalion
TCED-0051 1 {Revised January 2004}
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Calculation (Reference Schedule A)

Step T~ Subject Outpul-Based Limit Caleulation (Ibs NOx 7 MWh)

(Input-based Limii (Ibs NOx/MMBTU)) X (Heat Rate (Btw/kWh)) / (1,000,000 Bra / 1,000 kWh) =
Output; (Ibs NOx/MWHh]),

Step 2 — Subject Output Conversion Caleulation (NOx Tons / Year)

(Output (Jbs NOx/MWh) X (Unit Desigh Capacity (MW)) X (Capacity Factor) X ((365 Days) X (24
hrsfday)) / 2,000 Ibs = Quiput: (NOx Tons/Year)

Step 3 — Baseline Outpui-Based Limit Caleulation (bs NOx / MWh)

(Input-based Limit (Ibs NOx/MWh)) X (Heat Rate (Btu/kWh)) / (1,000,000 Btu / 1,000 kWh) =
Cutput: (Ibs NOx/MWh)

Step 4 — Baseline Qutput Conversion Calculation (NOx Tons / Year)

(Output (Ibs NOx/MMB#) X (Unit Design Capacity (MW)} X (Capacity Factor) X ({365 Days) X
(24 hrs/day)) / 2,600 lbs = Output: (NOx Tons/Year)

Step § — Percent NOx Reduction Calculation

((Output Baseline)ue 4 - (Output Subject)uepa # (Qutput Subject) yep 24+ % Reduction Output Subject

Step 6 — Peycent Exempt Caloulation

{Total Subject Facitity Cost) X (% NOx Reduction) = Capital Cost of NOx Avaidance

Step 7 - Peycent Exempt Calculation

Total Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
B If% Exempt is greater than | 00% HB 3732 Equipment is 100% Exempt
® If % Exempt is less than 100% then HB 3732 Equipment is pariially exempt at
the Step 6 calculation.

NOTE: See the alteched calcularion sheet for the details regarding Facility-specific caleulations and
property tax exemption percentiage results based upon these caloulations.

Tera, Reliel for Pollrlion Sonite! Properly Apolsaken

TCEQ-ULATI jRevised Janvaly 2008

Popear 17

T Bz, Yalgy Eneray - 3940 Lackweod Road Richmont Tevae 77968



REFERENCES
1. “Outpui-Based Regulations: A Handbook for Air Regulators”, U.S. Environmental
Protection Agency, Office of Atmospheric Programs — Clunate Protection Partnerships
Division, August, 2004, p.4.
2. “Ontpui-Based Emissions Standards; Advancing himovative Energy Technologies™,
Northeast-Midwest Institute; 2003, p. 9.

3. 1BID, p.13.

4.*Outpui-Based Regulations: A Handbook for Alr Regulators”, U.S. Environmenta}
Protection Agency, Office of Atmospheric Programs — Climate Protection Partnerships

Division, Augusi, 2004, p.4.

5. bttp://www.cogeneration.net/Combined_Cycle_Power_Plants.htm

6. “QOutpui-Based Emissions Standards; Advancing Innovative Energy Technologies”, .
Northeast-Midwest Institute; 2063, p. 9. o

Taxay Rebet fir Rofiulion Conirg! Propents Applizsiion

TCEQ-ODE17 (Réwised Januvary 2008;
faiz zos b alley Energy « 2940 Lockywioot Road Rishmond. Texa: 77469

Page 1% of 12



9. PARTIAL PERCENTAGE CALCULATION

N/A.
10. PROPERTY CATEGORIES AND COSTS

Sec attached Schedule 10.
11. EMISSION REDUCTION INCENTIVE GRANT
will an applicalion for an Emission Reduction Incentive Grant be on file for this )
property/project:
[1Yes [X]) No
12. APPLICATION DEFICIENCIES

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

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, you certify thal this information is true to the best of
your knowledge and bel

NAME: ¢
TITLE: irecioy
COMPANY:  Duff & Phelps LLC

< DATE: 2y pacH 7528

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 unti] all delinguent fees and/or penaltics owed (o the
TCEQ or the Office of the Atlorney General on behalf of the TCEQ are paid in
accordance with the Delinquent Fee and Penalty Protocol, (Bffective 9/1/2006)

Tesas Relie! I Folluken Contrd! Prope:ly Agphicalic:
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Buddy Garcia, Cheirman

Larry R. Soward. Commissioner
Brvan W. Shaw, Ph.D., Camumissicher
Gienn Shenkle. Execuive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proweering Tevas by Reducing end Preventing Pollution

May 1, 2008

CHIEF APPRAISER

BRAZORIA COUNTY APPRAISAL DISTRICT
500 N CHENANGO ST

ANGLETON, TX 77515

This letter is 1o inform you that on 5/1/2008, & fina] determination was 1ssued with regard 1o Use
Determination application 07-11994, filed by;.

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP
2301 NBRAZOSPORT BLVD
FREEPORT, TX 77451

A capy of the use determination is included with this letler. House Bill 312 L enacted during the
77th Legislature Session, established a process for appealing a use determination. The Texas
Cormmission on Environmental Quality [TCEQ) rules that implement the appeals process are a
30 TAC 17.25. Pursuant to 17.25(a)(1), an appeal must be filed within 20 days of receipt of the
use determination. Should vou choose 1o appeal the use determination, please submit a copy of
your appeal to the TCEQ Tax Relie for Pollution Control Property program at the time of {iling
the appeal with the Chief Clerk of the commission.

In order to qualify for a tax exemption, the applicant must file an exemption request with your
appraisal district, This exemption request must be accompanied by a copy of the positive use
detenmination issved by the TCEQ. If you have any questions reparding this Use Delermination
or ihe appeals process. please call me at $32/239-3100,

Sincerely.

Yo Dl

David Greer
Team Leader. Pollution Prevention




Buddy Garcia, Chairpran

Larry R. Soward. Commissioner
Brvan W Shaw, PI.D., Commissroner
Glenn Shankle. Execmiive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proreceing Texas by Redneing and Preventing Polfution

May-1,. 2008

CALPINE/DOW
HUSTIN HYLAND/LEG SCHERRER

717 TEXAS AVE
HOUSTON, TX 77002

This letter is ta inform you that on 3/1/2008, the technical veview of Use Determination
Application (7-11994 was completed. This application is for:

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLVD
FREEPORT, TX 7745)

The use determination is ineluded with this Jetier. In order to request an exemption, & copy of this Use
Determination, along with a completed exemption reguest Jorm #50-248 (can be Jound a
www.cpa.state.t.us). must be provided 1o the Chief” Appraiser of the appropriate appraisal district. This

request ynust be made by April 30,

House Bill 312], enacted during the 77h Legislative Session. established & process for appealing a use
determination. The Texas Commission on Environmental Quality (TCEQ) wules that implement the
appeals process are at 30 TAC 17.25. Pursuant to }7.25(a)(1}. an uppeal must be filed within 20 days of
receipl of the use determination. Should vou choose to appenl the use determination, please submit
eopry of vour appesl 1o the TCEQ Tax Relief for Pollution Control Property program et the time of filing
the appeal with the Chief Clerk of the comnission.

I vou have any questions or require any additional mformation. please contusi the Tax Relief for

Pollutian Control Properts Pragram at {512)239-310H),

Sincerely.

\>Q,L) b

David Greer

Team Lzader, Pollution Prevention

P e AT L A ey TRTEEADET ¢ S17039-5000 ¢ Inlernel agddresy s vewn et sine. b us



Buddy Garcia. Chairnion

Lawy R. Soward. Commissioner
Bryan W. Shaw. Ph.D.. Commissionrer
Gienn Shankle. Executive [ivecior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Redvcing emd Preveming Pollution

USE DETERMINATION

The Texas Commission on Envirommental Quality has reviewed Use Determination Application,
(7-11994, filed by:

FREEPORT ENERGY CENTER LP
FREEPORT ENERGY CENTER LP

2301 N BRAZOSPORT BLVD

FREEPORT TX 77451 )

The pollution contro] property/project lisied in the Use Determination Application is:

This facility has thermally efficient heat recovery steam generators (HRSGs) and steam
turbines. This application is a Tier IV application secking a partial use determination for

the HRSGs and the enhanced steam turbines,

The owtcome of the review 1s;

A 100% positive use determination for the Ileat Recovery Steam Generators, This
equipment js considered to be pollution control equipment and was installed {0 meet or

exceed federal or state regulations,

A negative determination is issued for the sfeam turbines. The use of the steam turbines
does pot provide an eyvironmental benefit at the site. The steam fuybines are noi
eonsidered to be pollution control equipment.

, W%_ /;/fé, L7
3 by

Execulive Lirector Dale”

ittt et ot i T e At A .

L mAse sre. . L ade. .



TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECHNICAL REVIEW DOCUMENT

Reviewed Byt RLH App. No.: 07-1159%4 Review Start Date: 4/8/2008

Company Name; FREEPORT ENERGY CENTER LP
Facility Name: FREEPORT ENERGY CENTER 1P
County: BRAZORIA Outstanding Fees: N
Batch/Voucher Number:B500289

ADMINISTRATIVE REVIEW

Administrative Complete Date:4/8/2008

TIER LEVEL

What Tier is this application? The application was filed as a Tier IV application, 1s this the
appropriate level?

The property listed on this application, Heal Recovery Steam Generators and a steam furbine are

items B8 and B10 on the Equipment and Categaries List. This application was filed as a Tier IV,
Tier IV is the appropriate Jevel for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The rule Jisted in the application is: 40 CFR 60.44Da
The appropriate rufe is; 40 CFR 60.44Da

Explain why this is the appropriate ruje?
40 CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of

perfarmance for Electric Utility Steam Generating Units for Which Construction is Commenced
after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is deseribed as:

This facility has thermalty efficient heat recovery stean generators (HRSGs) and steam turbines.
This application is a Tier I'V application seeking a partial use determination for the HRSGs and

the enhanced stearn turbines.

15 an adequaie description and purpose of the property provided? Does il list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the property was provided. and the purpese of the property was Jisted.
The anticipated environmental benefit is listed. Skeiches and [low diagrams were provided,

DECISION FLOWCHART(30 TAC 17.15(a))

Mark the appropriate boxes: Box 3 Box 5 Box 6(TV) ¥ Box 1011} Box 12(1) Box 13( 11}
PART B DECISION FLOWCHART (17.15(b))

Mark the appropriate boxes: Box 1Y Box2 Y Box3 ¥

Describe bow the property flowed through the Decision Fiowchart:
Since the property is listed on Pan B of the Equipmen! & Categories List this property leaves the

Deuision Flow Charl al Box 6. k passes through Box 1 of the Part B Decision Flow Chart with a
== vesranswersThe use-of thispraperiyv-at-a-coinbined -cycle-plant-as-epposed-io-havinga-simple -+ —— —-—



cyele plant, provides an environmental benefit of reduced NOx emnissions at the site. So there is a
Yes answer for Box 2, Since there is a reduction in NOx emissions there is an environmenial vule
which is being met so there is a ves answer to Box 3. The stean turbine passes tlwough Box 1 on
the Parl B Decision Flow Chart with a yes angwer. Since the use of the steam turbine does not

provide an envirommental benefit at the site a no answer is the result of Box 2. The sleam turbine

is not eligible for a positive determination.
TIER I or IV APPLICATIONS
Does your caleulation agree with the applicants?

No, The application contains a proposed formula for calculaling the pollution contrel value of the
HRSGs and the steam twbine, The formula is outcome determinative, and iis focus is nol on the
pollution control aspect of the property, The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after January 1, 19947 Is all information necessary for conducting the technical

review included,

The table was completed correctly. The applicant certified that all listed property became taxable
for the first time after January 1, 1994, All the mformat:on necessary for conducting the technical

review was included on the application.

TECHNICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section, If the application

was nof technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letier:

Summarize the second NOD response:

Pravide the language used in the thied NOD letter:

Summarize the third NOI) response:

FINAL DETERMINATION

If the property description bas been suminarized enter the detailed property description:

This facility has thermally e{ilcucm heal recovery sieam generators (HRSGsi and steam trbines.



This application is a Tier IV application secking a partial use determination foy the HRSGs and
the enhanced steamn {urbines,

Provide the reason for vour final determination:

The Heal Recovery Sieam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the mas! appropriate formula should be issued for the Heat Recovery
Steam Generators. The most appropriate formula has been determined by the Executive Director.
A negative determination should be issued for the steam turbine. The use of the steamn turbine

does not result in there being ap environmental benefit at the siie.

Provide the language for the {inal determination.

A positive use determination of 100% for the Heat Recovery Steam Geénerators, A negative
delermination is issued for the steam turbine, The use of the sleam turbine does not provide an
envivonmental benefit al the stie. The steam twrbine is not considered 1o be pollution coutrol

sguipment.

Highlight the required signatures and estabiish the appropriate due dates.

Revievred: g%( ,?/ M’ff_;—, - Date Signed: 57;%9

. o
Peel Reviewed: gf Ly T"L (s’ Date Signed: § 7 [~
Team Leades: ‘> Date Signed: F/f/oi/

Section Managex. %Dk Date Signed: MAY 1 2n8
Division Director: j&""g Date Signed:  jgby 1 ZA0b







CoNpISSION
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ON ENVIRONMENTAL
QUALITY

TEXAS COMMISSION ON BNV IRONMENTAL QUALITY “ _
APPLICATION RFOR USE D ETERMINATION MR KLY 23 AN 843

FOR POLLUTION CONTROL PROFERTY
CHIEF CLERKS OFFICE

The FCEQ has the responsitility 1o deteemine whether n propeity is & polhtion conliol property. A peison seeking o use devemmingiiom for
pullition control propedy mug complane the altached nppiication or wse n copy or signilar reproduction. For agsistance jn complet iy this fonn
refer Lo he TCED poidelines document, Propern Tay Excmpiins fur Pollnlion Contral Piperty, as wel) as 36T AC §17, rudes poveming Lhit
program. For udditivnal nssisiance pleast contnct the Tex Relicl for Pelluion Comrol Propusty Piogran al {312 239-3110. The upplicoion
sheild be compleied aad maniled. slong with 4 complele copy st sppiopriste Tee, fo; TCEQ MC-214, Cashiors Office, P.O. Hox | 3088, Avdin,

Texas 7871 13088,

1. GENERAL INFORMATION
A. Whai is the type of ownership of this facility?
"1 Corporation "= Sole Proprietor
LJ Partnership — Utility
b Limited Partnership - Other
B. Size of company: Number of Employees
Mi11099 21,000 t0 1,999
L1100 10 499 T 2,000 1o 4,999
L1500 to 999 72 5,000 or more
C. Business Description:  Electricity Manofacturing (SI1C 4911)
2. TYPE OF APPLICATION
L= Tier 15150 Application Fee < Tier 111 $2,500 Application Fee

I Tier X1 $1,000 Application Fee % Tjer IV $500 Application Fee
NOTE: Enclvse o check, money order to the TCEQ, or a copy of the ePay receipt
along with the applicaion to cover the required fee.

3, NAME OF APPLICANT
A. Company Name: Navasota Wharton Energy Partwers LP
B. Mailing Address (Sueet or P.O. Box): 403 Corporate Woods
C.City, State, ZIP: Magoolie, TX 77354

4. PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
A. Mame of facility: Colorado Bend _
B. Type of Mfg Process or Service:  Electricity Mamufacturing (S1C 4911) |
C. Street Address: 3821 S. Stale Hwy 60
D. City, State, Z1P: Wharton, TX 77488 )
E. Tracking Number Assigned by Applicant:  DPCOBend B
F. Customer Number or Regulated Entity Number: N/A

670997; 20063-000-055-00

i@CGMA f"

S~ g
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6. CONTACT NAME (must be provided)

A. Company/Organization Namme: Duff and Phelps LLC

B. Name of Individual to Contact: Greg Maxim -

C. Mailing Address: 919 Congress Ave,  Suile 1450
D. City, State, ZIP: Austin, TX 78701 '

E. Telephone number and fax number:  (512) 671-5580 . Fax (512) 671-5501
F. E-Mail address (il available): gregory.maxim@duffandphelps.com

7. RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

Please reference Section 8. Each ilem is detailed with the proper slatute, regulation,
or environmenial regulalory provision.

8. DESCRIPTION OF PROPERTY
Backgronnd

The Cotorado Bend Energy Center (the “Facility™), owned by Navasota Wharton
Energy Pariners LP, is a combined cycle nataral-gas fired power plant located in
Wharton, Wharton County, Texas. The Facility is intended to have a total capacity
of 825 Mw, built in three phases. Phase has a capacily of 275 Mw and was
completed in June of 2007, Phase 2, currently under construction, is to be
completed in June of 2008 and will also have a 275 Mw capacity. Each phase
consists of 2 GE 7-EA combustion turbine units utilizing the GE Dry Low NOx
combustion contral system technology, 2 heal recovery steam generating (HRSG)
units, and one steam turbine unit. The Facility utilizes a cooling tower within the
circulating water systern for condenser cooling water needs and condensate return

puIposes.

Overview of Combined Cycle Technology

The Facility consists of a combined-cycle gas turbine power plant with gas
Combustion Turbines ("CTs") equipped with heat recovery steam generators to
capture heat fiom the gas turbine exhausi. Steam produced in the heat recovery
steam generalors powers a steam turbine generator(s) lo produce additional electric
powaer. Use of the otherwise wasted heat in the turbine exhaust gas results in igher
plant theyma) efficiency compared to other combustion technologies. Combined-
cycle plants currently enlering service can copver! approximately 50% of the
chemical energy of natural gas jnto electricity (IMHYV basis).

The Rankine cycle is a thermodynamic cycle thal converts heat from an external
source Mo work. In 2 Rankine cycle, external heat from an ouiside source is
provided to a Huid in a closed-loop system. This fluid, once pressurized, converts
the Jicat inte work output using a turbine, The fluid most ofien used in a Rankine
cycle is waler (steam) due (o ity favorable properties, such as nontoxic and
unreactive chemistry, abundance, and low cost, as well as its thermodynamic
properties. The thermal efficiency of a Rankine cycie is usually limited by the
working fluid. Without pressure reaching super critical ihe ternperatuve range the

Trxas ®ehel fo: Pollulion Gonlic: Propery Apnlicalion
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Rankine cycle can operate over is quite small, turbine entry temperatures are
typically 565°C (the creep limit of stainless steel) and condenser temperatures are
around 30°C. This gives a theoretical Carnot efficiency of around 63% compared
with an actual efficicney of 42% for a modern coal-fired power station. This low
turbine entry temperatre {compased with a gas turbine) 1§ why the Rankine cycle is
often used as & botloming cycle in combined cycle gas turbine power stations.

The Brayton cycle is a constant pressure thermodynamic cycle thal converts heat
from combustion into work. A Brayton engine, as il applies to a gas turhine system,
will consist of a foel or gas compressor, combustion chamber, and an expansion
turbine. Air is drawn into the compressor, mixed with the fuel, and ignited. The
resulting work output is captured through a pump, eylinder, or rbine. A Brayton
engine forms half of a combined cycle system, which combines with a Rankine
engine to further increase overal! efficiency. Cogeneration systems typically make
uge of the waste heat from Brayton engines, typically for hot water production or

space heating.

By combining both gas and steam cycles, high input temperatures and Jow output
temperatures can be achieved The efficiency of the cycles are additive, because
they are powered by the same fuel source. A combined-cycle plant has a
thermodynaniic cycle that operates between the gas turbine's high firing temperature
and the waste heat temperature from the condensers of the steam cycle. This large
range means that the Camot efficiency of the cycle is high. The actual efficiency,
while lower than this is still higher than that of either plant on its own. The thermal
efficiency of a combined-cycle power plant is the net power output of the plant
divided by the heating value of the fuel. If the plant produces only electricity,
efficiencies of up to 59% can be achieved.

A single-train combined-cycle plant consists of one gas turbine generator, a heat
recovery stean generalor (HSRG) and a stearn turbine generator (] x 17
configuration}. As an example, an “FA-class™ combustion turbine, the most
common technology in use for large combined-cycle plands within the state of Texas
and other locations throughout the United States, represents a plant with
approximately 270 megawatts of capacity.

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

It is commeon to find combined-cycle plants using two or even three gas twbine
generalors and heal recovery steam generators feeding a single, proportionally Jarger
steam turbine generalor. Larger plant sizes result i1 econonues of scale for
copstruclion and operation, and designs using multiple combustion turbines provide
mproved part-load efficiency. A 2 x | conliguration using FA-class technology
will produce aboutl 540 megawatts of capacity at Interpalional Organization for
Standardization {"1S0"} conditions. SO references ambient conditions at 4.7 psia,

59 F. and 60% relative hwnidity.

Because of high thermal efficiency, high reliability, and low air emissions,

Texas Febel los Poubon Contrel Prapedy Arplicalion
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combined-cycle gas turbines have been the new resource of choice for bulk power
generation for weil over a decade. Other attractive [eatures include significant
operationa) flexibility, the availability of relatively inexpensive power augmentation
for peak period operation and relatively low carbon dioxide production.

Cooling Teuser /‘"L' |

[~ s ea
el . Exthaust
Cordenser 1. A

Elechicity oy -
Sitearn Turbine™ 4

Water Furap

~aFuel & W oot Recawer
) J——ﬂ'—@mbﬂmw Stearn Getersior
. Gaz Turbire

W’J Elschricity
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OMPrESSor

T;mia:ke Air

FIGURE 1 - Stapdard Combined-Cycle Configuration (1)

As an example, consider a gas twrbine cycle that has an efficiency of 40%, which is
a representative value for current Brayton Cycle gas turbines, and the Rankine Cycle
has an efficiency of 30%. The combined-cyele efficiency would be 58%, which is a
very large increase over either of the two simple cycles. Some representative
efficiencies and power outputs for different cycles are shown in Figure 2 —
Comparison of Efficiency and Power Qutput of Various Power Products, below.

TFerat Rabkel 16 Falulion Conlio! Propedy Application
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FIGURE 2 - Comparison of efficiency and power output of various
power products {Bartol (3997)] (2)

Current Regulatory Authority for Qutpyf{-Based Emissions

Innovative power technologies such as combined-cycle technology offer enormous
potenttal to improve efficiency and enhance the environmental footprint of power
generation through the reduction and/or prevention of air emissions to the
environmenl. Currently, two thirds of the fue} burned to generate electricity in
traditional fossil-fired steam boilers is lost. Traditional U.S. power generation
facility efficiencies have not increased since the 1950s and more than ove fifth of
the U.5. power plants are more than 50 years old. In addition, these facilities are the
leading coniributors io U.S. emissions of carbon dioxide, NOx, sutfur dioxide
("S0O2"), and other contaminants info the air and water.

The ability to recognize and reguiate the efficiency benefits of poliution reduction
and/or prevention through the use of combined-cycle technology is achieved through
the use of Output-Based emissions slandards, incorporated since September 1998
within the U.S. EPA’s new sousce performance standards (“NSPS”} for NOx, from
both new utility boilers and new industrial boilers. Pursuani to section 407(c) of the
Clean Air Actin subpart Da (Electric Wiility Steam Generating Uwnits) and subpart
Db (Industrial-Commercial-Institutional Steam Generating Units) of 40 CFR part
60, the 1.S. EPA revised the NO» ennssions limits [or steam generating units for
which construclion, modification, of reconstruction commenced afier July 9, 1997
(3). Output-Based regulations are also exemplified by those used in the U.S. EPA s
NOx Cap and Trade Program for the NOx State Implementation Plun (“SIP”) Call

{uxo. Rehsf for Poiluhon Conlrol Prepey Applicalion
TCEQ-00811 {Revined January 2008}
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of 1998, which uses units of measure such as Ib/MWh generated or b concentration
("ppm"), which relate tc the emissions to the productive ovlpul — electrical
generation of the process.(4)

The use of innovative technologies such as combined-cycle units reduces fossil fuel
use and leads 1o multi-media reductions in the envirosmental impacts of the
production, processing transportation, and combustion of fossil fuels. In addition,
reducing fossil fuel combustion is a pollution prevention measwure that reduces
emissions of all products of combustion, not just the target pollutant (cutrently
NOx) of a federal regulatory propram.

Anthority to Expand Poliution Control Equipment & Categories in Texas

Under Texas House Bil) 3732 (“HB3732") enacted in 2007, Section 11,31 of the
Texas Tax Code is amended to add cerlain plant equipment and systems to the
current list of air, water, or land pollution control devices exempt from property

taxation in Texas,

Specifically, the language reads as follows:

SECTION 4. Section 11,31, Tuy Code, iv amended by aclcding Sebsections (8), 1), and (m) o rewd ox
Jallows:

() The Texas-Comnission on Environmentod Quality shall adopi rules establishing o nonexclusive list
of facilitles, devices, ar methody for the control of aiv, water, vr lond polhition, which must include:
(4 canl cleaning or refining faetlities;

(2) etmosphetic or pressurized mnd buhbiing or circulating fluidized bed combustion suviems and
pasification fluidized bed combustion combined-cyele systems;

{3} ultra-suipercriticed pulverized coaf bolfers;

(4) Jiue gas recienlation componenlsy

5) avngay purificetion systems and gav-cleamup anits;

(6} enhonced heat recovery systems;

(7} exhanst heet recavery hinlars:

(8) heat recovery sieom geheradors;

fev] supr:rheafm-.\' il evaporaions;

(1)) enhonced sieam turhine spstams;

(1) methanetion;

(12 coal combustion or gesification lnywoduct and coproduct hondling, siorage, o reatmeny
frcilbities; '

{13} bfomass cafiring stovage. distribution, wid firing svsiems;

(14) coal cleating or dridng procesyes, sueh as coal dhyingfmaisiore reduetion, air flgging,
precombustion decarbonizetion, and enal fiuw bedancing technplogy:

{13) uxifned combustion kechnalogy, amine or chitled animanio serubbing, fuel or emiysion
comversion throngh the use of colalvsts, enhurived seyubibing wehnalogy, wadified combusiion
iechaalagy such as chemicol looping, and creogenic fechnnlogy;

(16 if the United Statex Environmentat Prolection Agency adopis o fined ride ar regiletion reguduting
carhon divdde ax a polhiiant, properiv that is used, constructed, acguived, or instafled wholly or
parily (o captuve carion dioxide frant ab athropagenic source in Wix state thet is geologically
segnestered (i his viete;

(17} fool celis generailng eleciyicily nying hvdrogen derived frmn cool, iomass, paralenn coke, nr
solid wazie; ancl

{18) ooy other cguipntent desipned to prevea. capture, ahae, or pmiter nitages oxiday, volelile
wrganic compends, pariicatore maner, mercury, covhon memoxide. ar gy eriteric pullian.

thy The Texas Commissiny an Envicsamentol Qualie by rele shell update the list adopted wnder
Suhsecting (ki af least onpce every ives pears, Ae iem o be centoved from the fist if the conmission
finds compelling evidence to suppurt the coaclusion et the Hew dhica ol proside petlatiur comrl
henefily,

(mj Nonwithstanding the uthee provisiems of this section, [ the focility, device, ar methiod for the

Texa:z Relief lor Pollubion Control Propeddy Application
JTCEO-0061% (Revized Jonuars 2008 e
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comtrol of air, waler, or load pallution described in an qpplication for an exemption under this section
is o focilite, device, vr method included on the lisr adopmed under Subsection (%), the executive direcior
of the Texas Commission on Envirpamental Quality, net larer theai he 30th duy afrer the doe of
receipt of the information reguired by Subsections (c){2) and (37 and withowt vegard to whether the
information required hy Subsection fe)(2) hus been sulwnitied, sholl dererpring et the faciliy, device,
wr methad deserthed in the application is used whotly or partly as a faciliyy, device, or method for the
cantrol of alv, waier, or fand pollutian and shall take the netivny that are requived by Subsectinn (d) in

the event such u delermination is made.

Under the TCEQ’s recently updated “Tax Relief for Follution Control Property —
Application Instructions and Equipment and Categories List - Effective January
2008”, the Equipment and Categories List - Part B ("ECL Part B") is a list of the
poliution control property categories adapted and set forth in TTC Sec. 26.045(f).
The taxpayer is to supply a pollution contro] percentage for the equipment listed in
Part B via calculations demnonstrating pollution control, prevention and/or
reductions achieved by the lisled equipment or sysisms.

The following property descriptions outline the environmental purpose, including
the anticipated environmental benefit of pollution control additions considered
under the Application Instructions’ ECL Part B that have been constructed and
placed into use at the Facility as of its placed-in-service date, or installed subsequent

to ip-service since 1994:

‘Texas ele! for Polkaion Cantiol Pioperty Applicolion
TCEQ-U0615 [Revised Janvar, 2008)
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Property Descriptions

ltem #1 & 3 Combined-Cycle Gas Turbine Plant Heat Recovery Steam
Generator (“"HRSG™) and Support Systems Tier I'V B-§

40 CFR Part 60 Subparts DA and DB, NOx Limits for Electric Utility Steam
Generating Units and Industriel-Convmercial-Institutional Steam Generating Units
jor New Source Performance Standards ("NSPS”).

TAC Rule 106.512, Stamderd Permil for Electric Generating Units (EGU)

NOTE: Perntits isswed under Fexas Clean Air Act's Health & Sefety Code Seetions 382.011, applies
to all elechric gererating wnils thar emil air comtaminanls, regardiess of vize, and i1 is to reflect Best
Available Control Technalogy ("BACT") for electric genevating units on an owipur basiy in jpourds
af NOx per megawat! hous, edjusivd 1o reflect o simple cyele power pluat,

The heaf recovery steam generator ("HRSG") found in the Facility is a heat
exchanger that recovers heat from a hot gas stream. It produces stearn that can be
used in & process or used to drive a steawn turbine, A common application for an
HRSG is m a combined-cycle power station, where hol exhaust from a gas turbine is
fed to an HRSG to generate sieam which in tumn drives a steam turbine. This
combination produces electricity in a more thermally efficient manner than either

the gas turbine or steam turbine alone.

The Facility’s HRSGs consist of threc major components: the Evaporator,
Superheater, and Economizer. The different components are put together to meet the
operating requirements of the unit. Modular HRSGs normally consist of three
sections: an LP (low pressure) section, a reheal/IP (intermediate pressure) section,
and an HP ¢high pressure) section. The rebeat and IP sections are separate circuits
inside the HRSG. The IP steam partly feeds the reheat section. Each section has a
steam drum and ap evaporalor section where water is converled to stearn. This
steam then passes throngh superheaters to raise the temperature and pressure past

the saturation point,
Ttern #2 & 4 Steam Turbine and Support Systems Tier IV B-14

40 CFR Parr 60 Subparis DA and DB, NOx Limits for Electric Utiliyy: Steam
Generating Units and Industrial-Commercial-Institutional Stean Generating Units
Jor New Source Performance Standards ("NSPS").

TAC Rule 106,512, Standard Permit for Eleciric Generating Units (EGU)

NOTE; Permits isswed under Texax Clean Air Act's Health & Safety Code Sections 382,01 1, applies

to afl electric generaring units thar emit ai- comamingnls, vegardiess nfsize, ond ivis to reflect Bex

Avaitehle Conprol Technclog: U BACT ) for eleciric generating unity on an awpur basis in poundys

of NOx per megawall howr, acfusted o reflect o simple cvele powar plant.

The slean turbine(s) found in the Facility operale on ihe Rankine cycle in

combinalion with the Braylon cycle, as described above. Steamn created in the

Facility HRSG(s) from waste heat that would have otherwise been lost Lo the

atmosphere enters the steam lrbine via ¢ throttle valve, where il powers the wrbine
Texas Reliel lof Polulien Lontiol Propariy Appiicaiion

. TCED-0061 . (Revised Januor, 2u0C) s
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and connected generalor to make electricity. Use of HRSG/Steam Turbine System
combination provides the Facility with an overall efficiency of grealer than 50%.
Steam turbine systerns similar to the Facility's have a history of achieving up to
959, availability on an anpual basis and can operate for more than a year between
shutdown for maintenance and inspections. (5)

Pollution Control Percentage Caleulation: Aveided Emissions Anproach

To calculate the perceniage of the equipment or ¢ategory deemed 1o be pollution
contro] equipment, the Avoided Emissions approach has been used, This approach
relies on thermal output differences between a conventional power generation
gystem and the combined-tycle system at the Facility, Specifically, the percentage
is determined by calculating the displacement of emissions associated with the
Facility’s thermal oulpul and subtracting these emissions from a baseline emission
rate, These displaced emissions are emissions that would have been. generated by

the same thermal outpot from 2 conventional system.

Greater energy efficiency reduces all air contaminant emissions, including the
greenhouse gas, carbon dioxide. Higher efficiency processes include combined-
cycle operation and conibined heat and power ("CHP") generation. For electric
poneration the energy efficiency of the process expressed in terms of millions of
British thermal units ("MMBTU's") per Megawati-hour. Lower fue] consumption
associated with increased fuel conversion efficiency reduces emissions actoss the
board — that is NOx, SOx, partieulate matter, hazardous air pollutants, and
greenhouse gas emissions such as CO2.

In calculating the percent exempt for the listed items from the ECL-Part B, we
utilized Output-Based NOx allocation method for both power generation projects
that replaced existing facilities and “Greenfield” power and beat generation
facilities. We looked at the various fossi) fuel technologies in use today and chose
the baseline facility to be a natural gas fuel-fired steam generator. We benchmarked
this conventional generation to the subject natural gas-fired cambined cycle
generator at the Facility. By doinp so, we narrowed the heal rate factors as much as
possible to be conservative and upiform in modeling. The benchmark heat rate

facior is the following:
Natural Gas fuel-fired Steam Generator; 10,490 BTU’s/kWh

This baseline heat rate purposely omiis other fossi] fucl sources in order to eliminate
impurity type characteristics, which in tn eliminated the NOx emission and cost of
coplro} differences of cach fossil fuel and generator type. Comparmg the envssions
impact of different energy generation facilities is concise when emissions are
measured per unit of useful epergy output. For the purpose of our caleulations, we
converted a) the energy outpul to units of MWh (] MWh =3.413 MMBTU), and
compared the Lvlal emission rale (o the baseline facility.

The cornparison steps Lo catculate the NOx reduction is as follows:

Texas Redizl fus Pollulion Control Propesty Applicalion
. TCEQ-00617 {Revised Jopuary 2008y _ . .
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Caleulation {Reference Schedule A)

Step 1 — Subject Ouipur-Based Limit Caleulation (ibs NOx / MWh)

{Input-based Limit (lbs NOx/MMBTU)) X (Heal Rate (Btu/cWh)} . (1,000,000 Bru / 1,000 kWh)=
Output: (1bs NOx/MWh).

Step 2 ~ Subjeet Ontpui Cogversion Caleulation {NOx Tons / Year)

(Output (Ios NOx/MWh) X (Unit Design Capacity (MW)} X (Capacity Factor) X ((365 Days) X (24
lirs/day)) / 2,000 lbs = Qutput: (NOx Tons/Year)

Step 3 ~ Baseline Qutput-Based Limit Calculation (Ibs NOx / MWh)

(lnput-based Limit (Ibs NOx/MWh)) X (Heat Rate (Bew/kWh)) /(1,000,000 Btu / 1,000 kWh)=
Cutput: (Tbs NOx/MWh)

Step 4 — Baseline Output Conversion Caleulation (NOx Tons / Year)

{Output (tbs NOx/MMBtu} X (Unit Design Capacity (MW)) X (Capacity Factor) X ({365 Days) X
{24 hrs/day)) / 2,000 1bs = Ouiput: (NOx Tons/Year)

Step 5 — Percent NOx Reduction Calculation

{{Output Baseline)mspa - (Output Subject)luen2 /{Output Subject) yes 2 = % Reduction Qutpur Subject

Step 6 — Percent Exempt Calculation

(Total Subject Facility Cast) X (% NOx Reduction) = Capital Cost oI NOx Avoidance

Step 7 - Percent Exempt Calculation

Tota] Cost of NOx Avoidance / Total Cost of HB 3732 Equipment = % Exempt
A I % Exewpt is greater than 100% HB 3732 Equipment is 100% Exempt

& 11 % Exempt is less than 100% then HB 3732 Equipmeni is partially exempt at
the Step 6 caleulation,

NGOTE: See the altached caloulation sheet for the details vegarding Facility-specific caleulations and
propesty tax exemption percentage results based upon these caleulstions.

Texos Redel for Polulion Contra Property ~pphcalion
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9. PARTIAL PERCENTAGE CALCULATION
N/A.
10. PROPERTY CATEGORIES AND COSTS
See atlached Schedule 10.
11. EMISSION REDUCTION INCENTIVE GRANT
Will an application for an Emission Reduction Inceniive Grant be on file for this
property/project:
[]Yes [X} No
12. APPLICATION DEFICIENCIES

Afier an mitial review of the application, the TCEQ may delerniine tha! the
information provided with the application is not sufficient to make a use
delermination. The TCEQ may send a notice of deficiency, requesting additional
information that must be provided within 30 days of written notice.

13. FORMAL REQUEST FOR SIGNATURE

By signing this application, yoy certify that this information is true to the best of your

knowledge and belief.
TITLE: rettor L

COMPANY: ___ Duffand Phelps LLC

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

14. DELINQUENT FEE/PENALTY PROTOCOL
This form will not be processed until all delinquent fees and/or penalties owed (o the
TCEQ or the Office of the Atlorney General on behalf of the TCEQ are paid i
accordance with the Delinqueni Fee and Penalty Prolocol. (Effective 9/1/2006)

Texas Rehed [or Pollution Conlro” Prepeny Applicasion
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Nav“asota - Colorado S8end - Phase 1

382} §. State Hwy §0

TCEQ Use Determination Application - 2008
Scheule 10

Tler 3V

10. PROPERTY CATEGORIES AND COST

INz-s0la - Golorace Bend - Phase § - 3321 S, State Hwy 60
ITCEQ Use Delerminstion Application - 2008 :

Tg):‘Agé_E TIER IV ESTIMATED
PROJECT| IN SERVICE DECISION ECL %o
PROPERTY 1D, NO. DATE BEFORE FLOW CHART NUMBER PURCHASE EXEMPT EXEMPT COST
1111947 80X CO5T
. (YN
Heal Recovery Steam Generalors (HRSG) 1 2007 N 3 B-8 $ 26,544.808 100% ¥ 26.544.805
Stedm Turhine System 2 2007 N 3 8-10 S 10,091,206

100% § 10,081.208

Tier IV Total_$ 35,638012

§_ 36,636,012




v

Navasota - Colorado Bend - Phase !l

3821 5. State Hwy 50

TCEQ Use Determination Application - 2008
Scheule 10

Novasola - Colorado Bend - Phase It - 3821 S. State Hwy 60
LECEQ Uss Datermination Applisation - 2008

Tior [V
0. :PROPERTY CATEGCORIES AND COST
TAXABLE
TIER IV
ON OR ESTIMATED
PROJECT: IN SERVICE DECISION ECL % -
PROPERTY 10, ND. DATE BEFORE ELOW CHART| NUMBER PURCHASE EXEMPT EXEMPT COST
1111947 BOX COST
. YN
Hed: Recovery Stesm Generators {HRSG) 3 cwip N 3 B-3 $ 30.018.278 Q0% & 30008278
Steam Turbing Svstem 4 Cwip N 3

B-10 § 22,386,336 100% § 22.386.338

Tier iv Total § 52,404.614 § 52404 514

52 40
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Buddy Garcis, Chairnran

Lams R. Sowaird, Connnissioner
Bryaw W Shaw. Ph.D.. Commissioner
Glenn Shankle. Execurive Lrecior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Projeciing Texas by Redueing and Preventing Palfution

April 8, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

This letter is to inform you thal on 4/8/2008, Use Determination Application, 07-11926 (self
assigned tracking number DPCOBEND2008B), was declared fo be administratively complete.
This application was filed for the following facility::

COLORADO BEND
3821 S STATE HWY 60
WHARTON TX 77488

The next step in the Use Determination Application process is the technical review of the
application. If this is a Tier 1, II, or IIJ application the technical review wil} be completed within
sixty days of the administrative complete date, If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If' adgitional
technical imformation is requited a notice of deficiency letter (NOD) will be issued. The time
period Letween the issuance of the NOD and the receipt of the response is not counted in
determinating the fength of the technica) review .The TCEQ will notify you afler the technical
review has been completed. In accordance witl the statute, the TCEQ has mailed a notice of
receipt of this Use Determination Application to the WHARTON County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 if you

have any guestions.

Sincerely,

A

1'7—..' /’f‘ Ny L
R
Ran Hatlet!

Tax Relief for Pollution Control Property Program



Buddy Garcia, Chairman

Lary K. Sowarth Crnmissioner
Brvan W, Shaw, Ph.D.. Commissioner
Glenr Shankle, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas b Reducing and Proevemting Polliion
March 19, 2008

CHIEF APPRAISER
WHARTON COUNTY APPRAISAL DISTRICT

2407 1/2 N RICHMOND RD
WHARTON TX 77488

This letter is to inform you that a Use Determination Application has been filed by; -

NAVASOTA WHARTON ENERGY PARTNERS LP
{or:

COLORADO BEND
3821 S STATE HWY 60
WHARTON TX 77488

Appraisa} Districl Account Number: 10258-600-000-00

This facility is located in WHARTON County.

A complete copy of the application is included with this letier. We recommend that a copy of this
application be shared with the person who conduets the appraisal of this property.

This application has besn assigned a tracking number of 07 -11926. Please contact the Tax
Relief for Pollution Conirol Property Program at (512} 23%-3100 if you have any questions.

Sincerely,
1o pA A
Bl A

Ron Hatietl
Tay Relief Tor Pollation Conlrol Property Frogram

Bors thos 1RONT e fuzhn Tewae TRODLSOST - STEI3G 000 - Inserns adidvesst wowe (e sinie b



Buddy Garcin, Chairman

Larry R. Soward, Commissioner
Brvan W. Shaw, Ph.D., Commissioner
Glenn Shankle, Exvecurive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecring Texay by Reducing ond Preventing Pollution
Mav 1, 2008

CHIEF APPRAISER

WHARTON COUNTY APPRAISAL DISTRICT
2407 1/2 N RICHMOND RD

WHARTON, TX 77488

This lefter is to inform you that on 5/1/2008, a fina) determinalion was issued with regard 1o Use
Determination application 07-11926, filed hy:

NAVASOTA WHARTON ENERGY PARTNERS LP
COLORADO BEND

3821 S STATE HWY 60

WHARTON, TX 77488

A copy of the use determination is included with this letter. House Bill 3121, enacied during the
77th Legislature Session, established a proeess for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that impiement the appeals process are al
30 TAC 17.25. Pursuant 1o 17.25{a)(1), an appeal must be filed within 20 days of receipt of the
use determination, Should you choose to appeal the use determination. please submit a copy of
yous appea) to the TCEQ Tax Relief for Pollution Control Property prograig a the time of filing

the appeal with the Chief Clerk of the commission.

In order to qualify for a tax exemption, the applicant must fle an exemption request with your
appraisal district. This exemption request mus! be accompanied by a-copy of the positive use
deternination issued by the TCEQ. If you have any questions regarding this Use Determination
or the appeals process. please call me at 312/239-3100.

Sincerely,

\>MQ (

David Greer
Team Leader. Pollulion Prevention



Buddy Garcsn. Charsman

Larrs R. Soward. Comprissioner
Bryan W. Shaw. Ph.lx. Comanissioner
Glenn Shankle. Execiritor Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proteciing Texas v Reducing and Preventing Polfution

May 1. 2608

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN. TX 7870]

This letter is to inform you that on 5/1/2008, the lechnical review of Use Determination
Application 07-11926 was completed. This application is for:

NAVASOTA WHARTON ENERGY PARTNERS LP
COLORADO BEND

3821 SSTATE HWY 60

WHARTON, TX 77488

The use detepmination is included with this letier. In order {o request an exemption, a copy of this Use

Determination, along with a completed exemption request form #30-248 (can be found at
www.cpa.stale. tx us), musl be provided to the Chief Appraiser of the appropriate appraisal district. This

request must be made by April 30

House Bill 3121, enacled during the 77th Legislative Session, established a provess for appealing a use
determination.  The Texas Commission on Environmental Quality (TCEQ) rules that implement the
appeals process are at 30 TAC 17.25. Pursuant 10 17.25(a)(1), an appeal must be filed within 20 days of
receipt of the use determination. Should vou choose [o appeal the use determination. please submit a
copy of vour appeal to the TCEQ Tax Relief for Pollution Control Property program a1 the time of filing
the appeal with the Clief Clerk of the commissian.

It vou have any questions or require any additional information. please contaei the Tax Reliel for

Pollution Contral Properts Program at {512 239-3100,

Sincerely,
\ H

David Greer
Team Leader. Pollulion Prevenlion



Buddy Garcia. Chaizman

Larry R. Soward, Commissioner
Bryvan W. Shaw, Ph.D.. Convissioner
Glenn Shankle. Lxecntive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing emd Preveating Polhiion

USE DETERMINATION

-.

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11926, filed by:

NAVASOTA WHARTON ENERGY PARTNERS LP

COLORADO BEND
3821 S STATE HWY 60
WHARTON TX 77488

The pollution contro} property/project lisied in the Use Determination Application is:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and twe
steam turbines. This application is a Tiex IV application seeking a partial use
determination for the HRSGs and the enhanced steam turbines.

The ouicome of the review is:

A 100% positive use determination for the four Heat Recovery Steam Generators, This
equipment is considered to be pollution control equipment and was installed to meet or

exceed Tederal or state regulations.

A negative determination is issued for the twe steam turbines, The use of the steam
turhines doeys not provide an environmental benefif at the site. The steam turbines are not
considered fo be pollotion control equipment.

Executive Director Dale




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

Company Name: NAVASOTA WHARTON ENERGY PARTNERS LP
Faeility Name: COLORADO BEND

County: WHARTON Outstanding Fees: N

Batch/Voucher Number:B500028

ADMINISTRATIVE REVIEW
Administrative Coreplete Date:4/8/2008
TIER LEVEL

What Tier is this application? The application was filed as a Tier I'V application. Is this the
appropriste jevel?

The property listed on this application, Heat Recovery Steam Generators and a steam turbine are
items B8 and B10 on the Equipment and Categories List. This application was filed as a Tier IV,

Tier IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The ruie listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.44Da

Expiain why this is the appropriate rule?

40 CFR 60.Subpart DA: Standards of Performance {for New Stationary Sources. Standards of
performance for Electric Utility Steam Generating Units for Which Construction is Commenced

after September 18, 1978. This is an appropriate rule.

BRIEF DESCRIPTION OF PROPERTY
The property is deseribed as:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two steam
turbines. This application is a Tier IV application secking a partial use determzination for the

HRSGs and the enhanced siean turbines.

1s an adeguate description and purpose of the property provided? Does it list the anticipated
environmental benefits? Are sketches and flow diagrams provided if needed?

An adequate description of the praperty was provided. and the purpose of the property was Jisted.
The anticipated environmental benefit is listed. Sketches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a})
Marl the appropriate boxes: Box 3 Box 5 Box 6(I'V) ¥ Boa I6(I11) Box 12(1) Box 13(17)

PART B DECISION FLOWCBART (17.15(b))
Mark the appropriste boxes: Box 1Y Box2 Y Box3 Y

Deseribe how the property flowed through the Decision Flowehart:

The Heat Recovers Steam Generalois (HRSGs) are listed on Pan B of the Equipiment &
Caegaries Lisl as item B-8. As Part B equipment the HRSGs Jeave the Decision Flow Chart at

Sttt LR

Buyx 6 and pass through Box 1 of the Part b Decision Flow Chart with & ves answer. Since the use



of HRSGs provide an environmental benefit of reduced NOx emissions at the site there is a ves
answer for Box 2. Since there is 2 reduction in NOx emissions there is an enviromnemal rule
which is being met, so there is a yes answer to Box 3. The steamn turbine passes through Box 1 on
the Part B Decision Flow Chart with a yes answer. Since the use of the steamn turbine does not
provide an environmental benefit at the site a no answer is the result of Box 2. The steam turbine

is not eligible for a positive determination.
TIER 11 or TV APPLICATIONS
Does your caleulation agree with the applicanis?

No. The application contains a proposed formula for calculating the pollution contro) value of the
HRSGs and the steam turbine. The formula is outeome determinative, and i1s focus is not on the
pollution corlro] aspect of the property. The Executive Director disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the {able completed correctly? Has the applicant certitied that all listed property became taxabie
for the first time after January 1, 1994 Is all information necessary for conducting the lechnical

review included.

The table was;éomplcted correctly. The applicant certified that all listed property became taxable
for the first time after January 1, 1994. All the information negessary for conducting the technical

review was included on the application,

TECHNICAL DEFICIENCIES

Is the application complete as received: Y I the application was not administratively complete
explain below when justifying the final decision in the finsl determination seetion, If the application

was not technically complete then:

Provide the language to be used in the Notice of Deficiency (NOD) letter:
Summarize the NOD response:

Provide the language used in the second NOD letter;

Summarize the second NOD response:

TProvide the langnage ssed iy the thied NOD letier:

Summwarize the third NOD response:

FINAL DETERMINATION

Ifthn pr upu-h cl:,scnptmn has hec‘n summdrue{l ulleJ tlu detajled p't:perh description;

This facitity has four thermally efficient heal recovery sleam generators (HRSGs) and two stean



rurbines. This application is a Tier IV application seeking a pantial use determination for the
HRSGs and the enhanced steam turbines.

Provide the reason {ur your {inal determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A posilive use
determination based on the most appropriate formula should be 1ssued for the Heat Recovery
Steam Generalors. The most appropriate formula has been determined by the Executive Direcior,
A nepative determination should be issued for the steam turbine. The use of the stea turbine
does not resull in there being an environmental benefit at the site.

Provide the language for the final delermination,

A positive use determination of 100% for the four Heat Recovery Steam Generators. A negative
determination is issued for the steam turbine, The use of the stean turbine does not provide an
environmental henefit at the site. The steam wirbine is not considered 10 be pollution control

equipment.

Highlight the required signatures and establish the appropriate due dates.

Reviewed: gl d.:/ / Lo ' Date Signed:  87/7 /¢35
Peer Reviewed: /ﬁ aan- Tk /'O\Jvk&v\/\/ Dute Signed; 5 -1~ &&
Date Signed: SI((

Team Leader:‘b’ gned:
Section Manager: //2«, \/—% Date Signed:  MAY 1 2008

Division Direcior: % ﬁ yilt ;_l_ll_ate Signed:
WA 1 20



Buddy Gareia, Charrnnn:

Larry R, Soward, Commisvioner
Bivan W. Shaw. Ph.D.. Conmrissitner
Gleon Shankie, Lxecutfve Direcioy

TeEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prevecting Texas by Redusing ond Preventing Polhunon

April 8, 2008

CALPINE/DOW

JUSTIN BHYLAND/LEO SCHERRER
717 TEXAS AVE

HOQUSTON TX 77002 -

Thes letter is to inform you thai on 4/8/2008, Use Determination Application, 07-11994 (self
assigned tracicing number ), was declared to be administratively complete. This application was

filed for the following facility:

FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLYVD
FREEPORT TX 77451

The next step in the Use Determination Application process is the technica) review of the
application. If this is a Ther I, I, or I application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complete date. If additional
{echnical information is required a notice of deficiency letler (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the respomse is not counted in
delermipating the length of the technical review . The TCEQ will notify you afler the technical
review has been completed. 1n accordance with the statuie, the TCEQ bas mailed s notice of
receipt of this Use Determination Application {o the BRAZORIA County Appraisal District.
Please contact the Tax Relief for Pollution Control Property Program at (512) 239-3100 if you

have any guesiions,

Sincerely,
/ o
¥ )" / . J"..—— . .‘_'/"'
l\f?&,u{)l;:z":;;

Ron Hatleit

Tax Relief for Pollution Contra] Property Program



Buddy Garcia. Chairman
Laryy R. Soward, Commissioner
Brvan W. Shaw, Ph.D.. Commisnoner
Glenn Shankle. Execurive Direetor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proseeting Tevas by Reducing and Preventing Polfution

Apri 03, 2008

CHIEF APPRAISER
BRAZORIA COUNTY APPRAISAL DISTRICT

500 N CHENANGO ST
ANGLETON TX 71515

This Ietter is to inform you that a Use Delermination Application has been filed by:
FREEPORT ENERGY CENTER LFP

for:

FREEPORT ENERGY CENTER LP
2301 N BRAZOSPORT BLYD
FREEPORT TX 77451~

This facility is Jocated in BRAZORIA County.

A complete copy of the applicatidq is included with this Jetter. We reconmmend thal a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11994. Please contact the Tax
Relief for Pollution Control Property Program at {512) 239-3100 if you have any questions.

Sincerely,

R Ry o

Raon Hatlelt

Tax Relief for Pollution Contrgl Property Program

[ U S
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PROPHECY A/R OUTSTANDNG PAST DUE TRANSACTIONS REPORT

CUSTOMER NAME

FREEMAN OR
FREENANOR
FREEMAN OR
FREEMAN LR

HEAN OR
FREIMAN QR

I"l\’.lEHMAN OR
FREEMAN OR
FRUBNEAN (M2
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FRIZINGAN R
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14. FORMAL REQUEST FOR SIGNATURE

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

NAME; /é/gﬂuvxw DATE: 3/ z«f"/ 200
TITLE: %y %W
COMPANY: o Dow Gawaedd € -

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

prison term of two to 10 years and a fine of up to $5,000.

15, DELINQUENT FEE/PENALTY PROTOCOL

This form will nol be processed wtil all delinguent fees and/or penalties owed to the TCEQ or the Office of the
Atiorney Genzral on behalf of the TCEQ .are paid in accordance with the Delinquent Fee and Pennity

Protocol {Effective September 1, 2006)

Page 4 of 5

TCEQ-00611 {December 20086)




11. PROPERTY CATEGORIES AND COSTS

Property Property Dectsion Fiow PEL Estimnted Partini

: Taxable on ot Charl Box Number Purchase Cost Pereentape
! pefore 1/01/94 7%l

Land

Property No 3, Fig17.15 98%

Heal recovery ®) B-8 £15.300.000

sleam generation ' ’

sysiom

Sieam

turbine/generator, B-10 $18,000,000

Condenser and

ancillary pump

system. B-8 $8.000,000

Totals $41,300,000 |98%

12, EMISSION REDUCTION INCENTIVE GRANT

* Will an application for an Emission Reduction Incentive Grant be filed for this

property/project:

[1Yes

13, APPLICATION DEFICIENCIES

[ X1No

After an initial review of the.application, the TCEQ may deterinine that the information
provided with the application is not sufficient to make a use determunation. The TCEQ
may send a notice of deficiency, requesting additional information that must be provided

within 30 days of the written notice.

TCEQ-00611 {December 2006)

Page 3ol &




Partial Percentage:

This power generation facility Is located in an Ozone Non-attainment area, Brazoria
county, and therefore NOx reductions were mandatory at the Freeport site of The Dow
Chemical Company. In order to meet the NOx reduction an agreement was reached
whereby the Freeport Energy Center (Calpine) built a replacement power generation
facility to replace Dow’s aging Power 4 plant. The Power 4 plant had an effective age of
over 40 years. The new power generation facility was built with NOx reduction being the
primary driving force. The existing power generation facility owned by The Dow Chemical
Company was shutdown. On a ppm basis NOx concentrations were reduced from 147 ppm
at the old existing power facility to a lower level of 3 ppm with the new power generation
facility. Due to the age of the existing facility a retrofit was not practical.

The partial percentage is calculated and based on the NOx reduction,

147 ppm - 3 ppm
V%= X 100 = O98%

147 ppm

TCEG-00611 (Cecember 2008)




F.

A. Name of Appraisal District:

Customer Number or Regulated Entity Number:

APPRAISAL DISTRICT WITH TAXING AUTHORITY OVER PROPERTY

Brazoria County -Appraisal Districl

B. Appraisal District Account Number: _ POLL-Fren-00]

CONTACT NAME (must be provided)

A. Company/Organization Name: _Calpine/Dow o
B. Name of Individual {o Contact: __Justin Hyland/Leo Scherrer
C. Mailing Address:__717 Texas Avenue

D. City, State, ZIP:___Houston, TX 77002

E. Telephone number and fax number:;(713} 830-8873 /{713) 830-8670

F. E-Mail address (if available). Hylandi@Calpine.com_ Lscherrer@dow.com

7

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION

MEDIUM

RULEREGULATION/LAW

Air

40 CFR Part 60 Standards of Performance for New Stationary Sources, General
Conditions Subpart A, HRSGs Subpart Dv, Subpart GG Standards of
Performance for Stationary Gas Turbines,

‘Water

Waste

8. DESCRIPTION OF PROPERTY (Complete for all applications)
This project included the installation of a HRSG (heat recovery steam generation)

system. This project was driven by the requirement fo reduce NOx. The existing power
generation could not be retrofitted and achieve the required NOx reduction.

DOW RESTRICTED - For internal use only
Page 2ol 5

TCEQ-00611 (December 2006)

4 Yok



TEXAS

COMMISSION
ON ENVIRONMENTAL
QUALITY
P TE_}TAJS COMMISSION ON ERYIRONMENTAL QUALITY 20 MAY 23 M § 43
Lot L ' A PPLICATION FOR USE DETERMINATION aib At 22 '
For POLLUTION CONTROL PROPERTY
CHIEF CLERKS OFFICE

The Texas Commission on Enviromnental Quality {TCEQ) hos the respensibility to determifne whelher 0 property is o poilution conlrol propeity.
A persan o politicn) subdivision seeking n vse determination (or poliulion tonire] property wust complei the astached applicntion oy use a copy
u similar reproduction. For assislance in compleling this form refer lo the TCEQ puidelines document, Prapersy Tux Exenystions for Poliution
Cunwal Praperyy, ax well as 30 TAC §17, wles goveming this program, For sddilional assistunce please contact the TCEQ Tux Relief Jor
Pollwtion Control Property Progin at {512) 239-6348 or (512)239-1417, The application shoutd be compleied rmd mmiud with the ‘lppmpmllﬂ
fee, lo; TCEQ MC-214, Crshiers OfTice, .0, Box 13088, Anstin, Texas 7871 1-3088. . -

1. GENERAL INFORMATION
A. What is the type of owbership of this facility:
[ ] Corporation [1 Sole Proprietor
[ ] Partnership {1 Utility
[X] Limited Partnership [] Other

B. Size of company: Number of Employees
[X] 1to 99 [] 1,000t0 1,999
[J 10010 499 [} 2,000 or more
[] 5000 999
C. Business Description: {Provide a brief description of the type of business or activity

at the facility):  Power generation.

2. TYPE OF APPLICATION
A.[] TierX $£150 Application Fee.
B.[] Tier XI $1.000 Application Fee,
C.[] Tier XI $2,500 Application Fee.
d. [ X] Tier ¥V $500 Application Fee,
NOTE: Enclose a check or money order to the TCEQ along with the application to cover

the required fee.

3. NAME GF APPLICANT
A. Company Name: _Freeport Energy Center, 1P,
B. Mailing Address (Street or PO Box): _ 4100 Underwood Road _
C. City, State, ZIP: __Pasedena, TX 7507

4, PHYSICAL LOCATION OF PROPERTY REQUESTING A TAX EXEMPTION
Name of Facility or Unjt:_Freeport Energy Center, L.P.

Type of Mfy. Process or Service: _Electric Power Generation

Streel Address:__ 2301 N, Brazosport Blvd

City, State, ZIP:_Freeport. TX 77541

E.  Tracking Number Assigned by Applicant:

Oaw»

DOW RESTRICTED - For internal use only

TCEQ-00614 (December 2006) Page 1 of 5
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rwbine. This application is a Tier IV application seeking a pardal use determination for the
HRSGs and the enhanced steam turbines,

Provide the reason for vour fina) determination:

The Heat Recovery Steam Generators meet all of the requirements of Chapter 17. A positive use
determination based on the most appropriate formula should be issued for the Heat Recovery

Steam Generators. The most appropriate Torniula has been determined by the Execulive Direclor.

A negative determination should be issued for the steam turbine. The use of the steam turbine
does not result in there being an envirunmental benefi at the site.

Provide the language for the final determination.

A positive use determination of 100% for the two Heat Recovery Steam Generators. A negatlive
determination is issued for the steam turbine. The use of the steam turbine does not provide an
environmmental benefit ai the site. The steam turbine is not considered to be pollution control

equipment,

Highlight the required signatures and establish the appropriate due dates.

Reviewed: M?(."??ﬂi/ m—' Date Signed: ‘;’%ﬂéf‘

Peer Reviewed: & C—"wu.’r" M Crumickans  Date Signed: 5 17 e

Team Leader: Date Signed: S/K/OY

Section Manager: /%ng) ate Signed: YN 1 20

Division Dlrector J i . Date Signed: = 4 201



eyele plant, provides an enviromwnental benefit of reduced NOx emissions at the site. So there is a
Yes answer for Box 2, Since there is a reduction i NOx emissions there is an envirommental rule
which is being met so there is a ves answer to Box 3. The steam turbine passes through Box 1 on
the Part B Decision Flow Chart with a yes answer. Since the use of the steam turbine does not

provide an environmental benefif at the site a no answer is the result of Box 2. The steam turbine

is 1ot eligible for 2 positive delermination.
TIER ¥ or TV APPLICATIONS
Does your caleulation agree with the applicants?

No. The application contains a proposed formula for calculating the pollution contro} value of the
HRS&Gs and the steam turbine. The formula is oulcome determinative, and its focus 15 not on the
pollution control aspect of the property. The Executive Direclor disagrees with this formula.

PROPERTY CATEGORIES AND COSTS

Is the table completed correctly? Has the applicant certified that all listed property became taxable
for the first time after Janaary 1, 1994? Is all information necessary for conducting the technical
review included.

The table was compleled correctly. The applicant certified that all listed property became taxable
for the first time after January 1, 1994, All the information necessary for conducting the technical
review was included on the application.

TECHENICAL DEFICIENCIES

Is the application complete as received: Y If the application was not administratively complete
explain below when justifying the final decision in the final determination section, If the application

was not technically complete then:

Provide the language to be used in the Notice of Deficiency (NUD) Jetter:

Summarize the NOD response:

Provide the language used in the second NOD letier:
Summarize the second NOD response:

Provide the langnage used in the thied NOIY Jetter:
Summarize the third NOD response:

FINAL DETERMINATION

1f' the property description has heen summarized enfer the detailed property deseription!

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one steam



TAX RELIEF FOR POLLUTION CONTROL PROPERTY: TECGHNICAL REVIEW DOCUMENT

Reviewed By: RLY App. Nooo 07 -11969 Review Start Date: 4/82008

Company Name: BRAZOS VALLEY ENERGY LP
Facility Name: BRAZOS VALLEY ENERGY
County: FORT BEND QOuistanding Fees: N
Ratch/Voucher Number:B3(H156

ADMINISTRATIVE REVIEW

Administrative Complete Date:4/822048

TIER LEVEL ;

What Tier is this appiication? The application was filed as a Tier I'V application. s this the
appropriate Jevel?

The property listed on this application, Heat Recovery Sieam Generators avd 2 steamn turbine are

items B8 and B10 on the Equipment and Categories List, This application was filed as a Tier IV,
Tiey IV is the appropriate level for this application.

RELEVANT RULE, REGULATION, OR STATUTORY PROVISION
The vule listed in the application is: 40 CFR 60.44Da
The appropriate rule is: 40 CFR 60.441a

Explain why this is the appropriate rule?

A( CFR 60.Subpart DA: Standards of Performance for New Stationary Sources. Standards of
performance for Electric Utility Stearn Generating Units for Which Construction is Commenced

afier Septemnber 18, 1978, This is an appropriate ruje.

BRIEF DESCRIPTION OF PROPERTY
The property is described as:

This facility has two thermally efficient heal recovery steam generators (HRSGs) and one steam
turbine. This application is a Tier TV application seeking a partial use determination for the

HRSGs and the enhanced steam turbines.

Is an adeguate description and purpose of the property provided? Does it Het the anticipated
environmenial benefits? Are sketches and flow diagrams provided if needed?

A adequate description of the property was provided. and the parpose of the property was listed.
The anticipated environmental benefit is listed. Skelches and flow diagrams were provided.

DECISION FLOWCHART(30 TAC 17.15(a))
Mark the appropriaie baxes: Box 3 Box & Box 6(JV) Y Box 10(111) Box 12(1) Box 13( 11}

PART B DECISION FLOWCHART (17.15(b})
Mark the approprinte boxes: Box 1Y Box 2 Y Bux3 Y

Deseribe how the property flowsd through the Decision Flowchart:

Since the properly is listed on Par B of the Equipment & Categories Lisi this property leaves the
Decigion Flow Chan at Box 6. 1t passes through Box 1 of the Parl B Decision Flaw Chart with a

“yigd dhgiwer, THe tise o1 01 propery araeanbiied cyele phant; as-upposet to-having t-smiple” =



Budds Gareia, Chairman

Larn R Savward, Commussioner
Bryan W. Shaw. Ph.D.. Continissioner
Glenn Shankle. Execanrive Divecror

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Provecting Texes by Keducing and Preventing Polfutron

March 28, 2008

CHIEF APPRAISER
FORT BEND COUNTY APPRAISAL DISTRICT

2801 B F TERRY BLYD
ROSENBERG TX 77471

This lstter is 1o Inform you that a Use Detlermination Application has been filed by:
BRAZOS YALLEY ENERGY LP

for:

BRAZOS YALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND TX 77469-

Appraisal District Account Number: 0348-00-000-0203-901

This facility is Jocated in FORT BEND County.

A complete copy of the application is incjuded with this letter. We recommend that a copy of this
application be shared with the person who conducts the appraisal of this property.

This application has been assigned a tracking number of 07 -11969. Please contact the Tax
Relief for Pollution Conirel Property Program al (512) 239-3100 if you have any questions,

Sincerely,

) L P
Ron Hatlett

Tax Reliefl for Poltution Cortrol Properly Progran




Buddv Garcis. Chairman

Lariy R Soward. Croammissioner
Bryan W, Shaw, Ph.DD. Commissioner
Ghenn Shavnlle. Exeonthne Divector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Preneciing Texas hy Redveing and Preventing Pllution

April B, 2008

DUFF & PHELPS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN TX 78701 -

This leiter is to inform you that on 4/8/2008, Use Determination Application, #7-11969 (self
assigned tracking number DPBRAZOSVALLEY B), was declared to be administratively
complete, Tlis application was filed for the following facility:

BRAZOS YALLEY ENERGY
3440 LOCKW0OOD RD
RICHMOND TX 77469

The next step in the Use Determination Application process is the technical review of the
application, If this is a Tiey L I, or I application the technical review will be completed within
sixty days of the administrative complete date. If this is a Tier IV application the technical
review will be completed within 30 days of the administrative complele date. If additional
technical information is required a notice of deficiency letter (NOD) will be issued. The time
period between the issuance of the NOD and the receipt of the response is not counted in
determinating the length of the technical review .The TCEQ will notify you after the techmcal
review has been completed. In accordance with the statite, the TCEQ has mailed a nolice of
receipi of this Use Determination Application to the FORT BEND County Appraisal District.
Please contact the Tax Relief for Pollution Control Properly Program al (512) 239-3700 i1 you

have any queslions.

Sincerely,

1 W iz

......

Ron Ha{]ell
Tax Relief {for Follution Control Pyoperty Program

MO s YU, 2 O PN 0 Tesereed ardeliser wieen deeas, einibae ba e



Budds Garcia. Cheirmar

Lary R. Soward. Commissioner
Brvan W, Shaw. Ph.D.. Commissioner
Glenn Shanlije. Execuiive Dircetor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prorecting Texas by Redueing and Preventing Polhion

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,

(17-11969, filed by:

BRAZOS VALLEY ENERGY LP
BRAZOS VALLEY ENERGY

© 3440 LOCKWQOD RD
RICHMOND TX 77469

The pollution control property/project listed in the Use Determination Application is:

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one
steam turbine. This application is a Tier TY application seeking 2 partial use determination
for the HRSGs and the enhanced steam turbines.

The ovtcome of the review is:

A 100% positive use determination Jor the two Heat Recovery Steam Generators. This
equipment is considered to be pollution control equipment and was installed to meef or
exceed Tederal or siate regulations.

A negative determination is issued for the steaw furbine. The use of the steam turbine does
noi provide an environmental benefit af the site. The steam turbine is vot considered to be

pellution contro) equipment,

T e A v -~
"T,//:r/ {— GHeg LSl 2

1

Executive Divector ]',)a}e/

bk e CEOETT w0 Awede Cleven TR LIRT 0 VPTDTGLLGIG ¢ iniernt addresy veww 1Cog SEHE . et



Budds Garcie. Chuirman

Larn B. Soward. Commissivnes:
Brvan W. Shaw. Ph.[x. Commmizsioner
Glenn Shantle. Execuiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prateciing Texas by Reduwcing and Preventing Polfution

May 1. 2008

DUFF & PHELFS LLC
GREG MAXIM

919 CONGRESS #1450
AUSTIN, TX 78701

This Jeiter is to inform you that on 5/1/2008, the technical review of Use Delermination
Application (F7-11 969 was completed. This application is for:

BRAZOS YALLEY ENERGY LP
BRAZOS VALLEY ENERGY
3440 LOCKWOOD RD
RICHMOND. TX 77469

The use determination is included with this Jetier. In order to request an exemplion, a copy of this Use
Determipation. along with a completed exemption request form #3(-248 (can be found at
www.epa.statedx.us), must be provided to the Chiel Appraiser of the appropriate appraisal district. This
request must be made by April 30

House Bill 3121, enacled during the 77th Legislative Session, established a process for appealing a use
determination. The Texas Commizsion on Envivonmentsl Guality (TCEQ) rules that implement the
appeals process are @1 30 TAC 17.25, Pursuant to 17.25¢a)(1). an appeal must be filed within 20 days of
receipt of the use determination. Should you choose to appeal the nse delermination. please submit a
copy of vour appeal 1o the TCEQ Tax Relief for Pollution Control Property program at the time of fifing
the appeal with the Chiel” Clerk of the commission,

IT vou have amy questions or require amy additional information. please contuct the Tax Relief for
Paliution Conlrad Property Program at (312) 239-3 (),

Sincerely,
Wl

David Greer
Team Leader. Pollation Prevention

L R T B i S o 1T B P N 1 T T T e P TUR PR T



Buddy Garcia. Cheirman:

Larms R, Soward, Conmissioner
Brvan W, Shaw, Ph.D. Commisvianer
Glenn Shankle. Execinive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proteciing Texas by Reducing aned Preventing Pollution
May 1, 2008

CHIEF APPRAISER
FORT BEND COUNTY APPRAISAL DISTRICT
2801 B F TERRY BLVD

ROSENBERG, TX 77471

This Jetter is to inform you that an 5/1/2008, a final determination was issued with repard to Use
Determination application (07-11969, filed by:

BRAZOS VALLEY ENERGY LP
BRAZOS VALLEY ENERGY
3440 LOCKWOQOOD RD
RICHMOND, TX 77469

A copy of the use determination is included with this letter. House Bill 3121, _enacted during the
77th Lepistature Session, established a process for appealing a use determination. The Texas
Commission on Environmental Quality (TCEQ) rules that implement the appeals process are at
30 TAC 17.25. Pursuant 10 17.25(a)(1), an appeal must be filed within 20 days of receipl of the
use determination, Should vou choose 1o appeal the use delermination. please submit a copy of
your appeal to the TCEQ Tax Reljef for Pollution Control Property program at the time of filing

the appeal with the Chief Clerk of the commission.

In order 1o qualify for a tzx exemption, the applicant must file an exemption request with your
appraisal districl. This exemplion request must be accompanied by a copy of the positive use
delermination issued by the TCEQ. 1 you have any questions reparding this Use Determinatjon
or the appesls process, please call me at 512/239-3100.

Sincerely,

})JJ fo__

David Greer

Team Leader. Patlution Prevention



I you have any questions regarding the Application or the information supplied with these
Application, please contacl Greg Maxim of Duff & Phelps, LLC at (512) 671-5580 or e-mail at

gregory.maxim(@duffandphelps.com.

Very truly yours,

DUFF & PH"EL]’S 11.C
o e
Signature: -~ Y77 «
=
Name: € Maxim
Title: Direclor

Enclosures



Greg Maxim

DUFFETPRHELPS Dirgeior
FPhone:{512) 671-5580

March 20, 2008 gregovy.maxim@ehiffondphelps.com
3

TCEQ - Cashiers Office MC-214
Building A

12100 Park 35 Circle

Anstin, Texas 78753

Subject:  Application for Use Determination for Pollution Control Property
Brazos Valley Energy - 3440 Loclkwood Road Richmond, Texas 77469

Enclosed please find one application (the *Application™) for property tax ciemptions for certain
qualifying pollution control property at the Brazos Valley Energy Project (the “Facility”) in Fort

Bend County, Texas.

Pursuant to Title 30 of Chapter 17 of the Toxas 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 IV
Application. )

Subimission of this Application is required as a process step in the TCEQ’s pollution conirol
certification process for tax exemption of certain assets used in poliution control capacities
within the Facility. As outlined by the application inshructions, the fee for this Tier IV
Application is $500. Enclosed please find a check for $500 for the Application protessing.

The Application can be summarized as follows:

Property Description Estimated Cost

Tier TV See Attached Schedule $56,913,424

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

Duff and Phelps LLC

c/o Greg Maxim

939 Congress Ave.

Suite 1450

Austin, TX 78701
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Brazos Valley

TCEQ Use Determination Appiication - 2008
Sc‘;hedu'le 10

'i'ilér v
u}!_ PROPERTY CATEGORIES AND COST

| T —

PROJECT| (N SERVIGE DEGISION Ect ESTIMATED %
PROPERTY .N80, | BATE Bﬁigf FLOW CHART| NUMBER | PURCHASE COST | EXgmpT| B oEMP T GOST

| : BOX

i _(Y7M) i
Heal Recovery Stezm Generators (HRSG} 1 2003 N 3 B8 § 39,813,424 0% § 3g9t3sz
Steam Turbine Systems 2 2003 N 3 B8-10 3 17,009,000 100% § 17.000.000

‘ Tier ¢ Tetat B SERTTATE, e

s&ﬂ.dnmwmmm‘;; fSieieiel:e




TCEQ Docket Numbers
2008-0830-MIS-U (UD 07-11914/Tenaska Gateway Partners, Lid - Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P, — Freestone County)
2008-0832-MIS-U (UD 07-11971/Borger Energy Associates, L.P. ~ Hutchinson County)
2008-0849-MIS-U (UD 07-11969/Brazos Valley Energy, L.P. — Fort Bend County)
2008-0850-MIS-U (UD 07-11994/Freeport Energy Center, L.P. — Brazoria County)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Partners, L.P. — Wharton County)

Appeal of Executive Director’s Use Before the
Determination Issue to
Tenaska Gateway Partuers, Ltd;

Freestone Power Generation, L.P.;

Texas Commission

T WD LD N W LN un U

Borger Energy Associates, L.P,; on
Brazos Valley Energy, L.P.}
Freeport Energy Center, L.P.; and
Navasota Wharton Energy Partners, LP Environmental Quality

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

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

Respectfully submitted,

Texas Commission on Environmental Quality

Zak Covar
Executive Director

Caroline Sweeney, Deputy Director
Office of Legal Services

Robert Martinez, Director
Environmental Law Divisicn

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

P.0. Box 13087, MC 173
Austin, Texas 78711-3087
(512) 239-5373

(512) 239-0606

EXHIBIT 8



CERTIFICATE OF SERVICE

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

D) domy

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

2f¥ona



Mailing List
TCEQ Docket Numbers
2008-0830-MI5-U (UD o7-11914/Tenaska Gateway Pariners, Ltd ~ Rusk County)
2008-0831-MIS-U (UD 07-11966/Freestone Power Generation, L.P, - Freestone County)

2008-0832-MIS8-U (UD 07-11971/Borger Energy Associates, L.P. —~ Hutchinson County)

2008-0840-MIS-U (UD 07-11969/Brazos Valley Energy, L.P. - Fort Bend County)

2008-0850-MIS-U (JD 07-11994/Freeport Energy Center, L.F. — Brazoria County)
2008-0851-MIS-U (UD 07-11926/Navasota Wharton Energy Pariners, L.P, - Wharton

County)
Appraisal Districts
Terry W. Decker, RRP/CTA/RTA Tylene Gamble
Chief Appraiser Chief Appraiser
Rusk County Appraisal District Wharton County Appraisal District
P.0.Box7 308 East Milam Street

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

Bud Black, RPA/CTA

Chief Appraiser

Freestone Ceniral Appraisal District
218 North Mount Street

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

Diana Hooks, RPA/RTA

Chief Appraiser

Hutchinson County Appraisal District
P. 0. Box 5065

Borger, Texas 79008-5065
806/274-2294 Fax 806/273-3400
heads@amaonline.com

Glen Whitehead, RPA

Chief Appraiser

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

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

Cheryl Evans

Chief Appraiser

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

‘Wharton, Texas 77488-4918

979/532-8031 Fax 979/532-5691
whartoncad@sbeglobal.net

Pritchard & Abbott, Inc.

Attn: Mr, C. Wayne Frazell
4900 Qverton Commons Court
Fort Worth, Texas 76132-3687
817/926-7861 Fax B17/927-5314
wirazell@pandai.com

Applicants;

David D. Johnson

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

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

Borger Energy Associates, L.P.
7oo1 Boulevard 26, Suite 310
North Richland Hills, Texas 76180

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

Freeport Energy Center, L.P.

4100 Underwood Road
Pasadena, Texas 77507

3fPage



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

Greg Maxim

Dennis Deegear

Duff & Phelps LLC

g19 Congress Ave., Suite 1450
Austin, Texas 78701

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

Justin Hyland

Leo Scherrer

717 Texas Avenue

Houston, Texas 77002
713/830-8873 Fax 713/830-8670
hylandj@ecalpine.com

Ischerrer @dow,com

Hugh L. Landrum & Associates
Atitn: Mr. Hugh L, Landrum, Jr.
12621 Featherwoed, Suite 325
Houston, Texas 77034
281/484~7000 Fax 281/484-7272
hughir@hughlandrum.com

Comimnission:

Blas Coy

TCEQ Cffice of Public Interest Counsel (MC
103)

P. 0. Box 1308y

Austin, Texas 78711-3087

512/239-6363 Fax 512/239-6377

Docket Clerk

TCEQ Office of the Chief Clerk (MC 105)
P. 0. Box 13087

Austin, Texas 78711-3087
512/239-3300 Fax 512/239-3311

4% ms



TCEQ Docket No. 2012-1662-MI1S-U
Ennis Power Reply Brief

EXHIBIT D



Buddy Garcia, Chaitman

Lany K. Sowsrd, Covarissioner
Bryan W. Shaw, Ph.D., Commissioner
Glenn Shankle, Exeeurfve Director

TrXAS COMMISSION ON ENVIRONMENTAL QuaLITY

Frotecting Tesus by Reccing and Preventing Pollution

- USE DETERMINATION

The Texas Commission on Envirommental Quality bas reviewed Use Determination Application,
07-12001, filed by:

BASTROP ENERGY PARTNERS LP

BASTROY GENERATION PLANT

125 OLD BASTROP RD
CEDAR CREEK TX 78612

’I‘h po]luhon control property/project listed in the Use Determination Application is:

Th:s fucilit)' lias two combustion turbiie génerators coupled with two thermally efficwm
heat reéovery steath generators (HRSGs) and onc steam turbine. This application is 2 Tier
1V application seeking a use determination for the FIRSGs and the steam turbing, The

application requests a Tier I'V determination.

The outcome of the review is:

A ]00% posmvc wse determination for the two Heal Recovery Steam Generators. This
equipment is considered o be pollution control equipment aud was installed to meef or

exceed federal or state regniations.

A negative deferminution is issued for the steam furbine, The use of thie steam turbine does
not provide an envivonmenta) benefit at the site. The steam furbine is noi considered 10 be

pollution control equipment.,.

o . %/_/ zw;’

Daie

leecul‘nre Duecto:

£.0. Box 13087 + Awstin, Texas 7870 1-3087 - 582-239-1000 » Internel nddress: www.iced.siake.tx us

prinkgomacreled pegen waog sot-fizasd dal.
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Buddy Garela, Chairttas

Lany R. Soward, Comm/asloner
Bryan W, Shaw, Ph.D., Comminvloner
Glenn Shanide, Bxacuftve Divector

TEXAS COMMISSION ON BNVIRONMBENTAL QUALITY
Protecting Texos by Redueing ond Preveming Pollutton

USE DETERMINATION .-

kY

The Taxas Commission on Bnviromental Quality has reviewed Use Determination Application,
ﬂ'f«l 1970, filed by:

BAYT OWN ENERGY CENTER LP

BAYTO'WR ENERGY CENTER LD

3605 BM 1405 ROAD

BAYTOWNTX 77521 o

The pnlluﬁoi{' control property/project lstedt in the Use Determination Application ig!

This facilify has three thermally efficlent hent recovery stean genevators ((IRSGs) and one
sieam furbine, This application is a Ther IY application scoking a parlial ugoe determinatlon
far the HRS{s and the enhmeed slerm twrhines,

The outcome of the xeview is;

A 100% postfive nge determination for the three Meat Reoovery Steam Gonerslors, Thly
equipraent is.considered to be pollution conéro) equipment and was installed to meot or
exceed federal or siate regulations.

A negative determinntion #s issued for the stemn turbino, The vse of the stoam turbing does
not provide an enviroumental benefit af fhe site, The steam turbine bs not considered to be

poltution contred cgnipmwent,

[%ﬁ' it ﬂ%

“Execulive 'Dmector. . Dad
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Duddy Garciu, Chalrnan

Laiey R, Sownrd, Commissioner

Brymn W. Shew, Ph.D., Commissioner
Glenn Shanie, Execntive Direcior "

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texos by Redueing snd Preventing Pollution

" USE DETERMINATION

I e ez

The Texas Commission on Environmental Quality lias teviewed Uss Delermination Application,
07-11965, filed by

CALPINE CORPORATION ;;
CALPINE MAGIC VALLEY GENERATION . o
3333 N MCOLL RN
EDINBURG T, 78539 . X

The pollution control property/project listed in the Uss Determyination Application is:

e

‘This faeflity has two thermally efficiont heat recovery steam generafors (BRSG3) and one
steam fuybine, This appliention is a Tler XV application soeking a partisl use determination
for the HREGs and the enhanced stopm tarbines,

a

tH
i
al
i
3

The outoome of the review Is;

. .

A.100% positive use determination for the two Hent Recovery Stcam Genorators, This
cquipment j3 considered fo be pollution control equipment and was insinlled to meot or
exeend federn] or state regulatfons, .

A nepative determination Jr issued for the stoam turhine, The vse of the steam turbine does
not provide an environmental benefit at the site. The stennt invhine iz pot considered tobe

pollution control equipment,

) ,//2“@.:,2" Mj/ .

Pate’

e
Dxecutiv

b L
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Buddy Gareia, Chalrman ™

Larry k. Soward, Commissioner
Bryan W. Shaw, Ph.D., Comnmissioner
Glenn Shankle. Execntive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Polhwtion

USE DETERMINATION

1

Phe Texay Comiiasion onBhvianmmmtal sl Hasréctved W Husnnionion. Apptieation,

07-12676, filed by:

CBANNEL ENERGY CENTER LP
CHANNEL ENERGY CENTER LP
12400 LAWNDALE LCR GT 5
PASADENA TX 77617

The potluticn control property/project listed 115 the Use Determination Application is:

This facility has two thermafly efficient heat recovery steam generaiors (HRSGs) and one
stenm turbine. This applieation is a Tier IV application sceking a partial use determinatmn

for the HRSGs and the enhanced steam turbine,

The outceme of the review is;

A 100% posttive use detérmination for the two Heat Récovery Steam Generators. This
equipment is considered {0 be polintion contro) equipment and was instatled to mect or
exceed federal oy state regulations,

A negative defermination is issued for the steam turbine. The use of the steam turbine does
not provide an euvironmental benefit at fhe site. The steam turbine is not considered to be

pollution control equipment,

Executive Dircoior

PLO. Box 13087 + Auslin, Texas 78711-3087 - 5122393080+ inlernet uddrcss.'.\vww.lceq.stale.l.\'.us
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Butkdy Garcin, Chairmaen

Layey R, Sowavd, Commissfonar
Bryan W. Shaw, Ph.D., Conrarissitnrer
Glewn Shankle, Executive Diraoior

TEXAS COMMISSION ON ENVIRONMENTAL QUALIT 'a

Protecting Texas by Recweing and Preventing Paliwtion

USE DETERMINATION.

[ N ER T T A .
. HERCL S e TN P T

The Fexas Comisiion an Brviromnedial Quiativyhas vevicwel Lise DetontinttonAprlissiion,
07-11968, filed by: AT PRESEIEN

CORPUS CERISTI COGENERATION LY
CORPUS CHRIST] COGENERATION
3952 BUDDY LAWRENCE DR

CORPUS CHRISTI TX 78407

The pollution contvol property/project listed in the Use Determination Application is:

This facility has two thermally efficient heat recovery steam generators (HRSGs) and one
steam turbine. This application is a Tier TV application secking a partial use determination

for the HRSGs and the enhanced steam turbines.

i A

L

The outcame of the review is:

Posme 2 HE
A 100% positive use determination for the two Hent Revovery Sfeam Generators. This
cquipment is considered to he poliutive contro) eguipment and was installed to meet or
exceed federal or state regulalions,
A negative determination is issued for the stesdra turbine: The use of the steam turbixedocs
nol provide an environmental benefit af the site, The steam: turbine is not considered to be
pollution contro] equipment,

Fxecutive Direclor

P03 Bax F387 + Ausling Texas 7871 33087 + 512-239-1000 » Infemecl address: www.1co0.518% 0. 05
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Buddy Garcin, Chairmun

Larey R. Sowird, Commissioner
Bryan W, Shaw, Ph.D., Commissioner
Glenn Shankle, Exscytive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preveniing Poffution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
§7-11967, filed by:

DEER PARK ENERGY CENTER LP
DEER PARK ENERGY CENTER
5665 HWY 225

HOUSTON T'X 77536

The pollntion control propertyfproject listed in the Use Determination Applicnfion is:

This facility has four thermally efficient heat recovery steam generators (HHRSGs) and obe
steam turbine. This application is a Tier JY application secking a partial use determination
for the HRSGs and the enhanced sieam turbines. - .

The outeoipe of the review is:

A 100% posifive use deterinination for the four Heat Recovery Sieam Generators, This
equipment i3 considered to be pollution conirol equipment and vas insialled to meef or
exceed Testern) or state repuliiions,

A negafive defermination is issued for the steam turbine. The use of the steam turbine does
not provide an envirowmentnl benefit at the site. The steatn turbine’is not considered to be

pollution control equipment.

'Faecuhve Dneclm

P.C. Box 13087 + Austin, Texas 787) 13087 - 512-239-1000 « lmiernet address: vty tceq.state.tx,us
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Buddy Garcia, Chairnean

Latry . Soward, Coxunissioner
Bryen W. Shaw, Ph.I>,, Commissioner
Glenn Shankle, Exeeutive Divestor

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11916, filed by:

FPLE FORNEY LP
IFPLE FORNEY POWER PLANT

906 W BROAD ST
FORNEY TX 75126

The pollution control propertyfproject listed in the Use Determination Application is:

This facility has six thermally cfficient heat recovery steam generators (HRSGs) and two
enhanced steam turbines. This application is a Tier IV application secking a partial use
determination for the HRSGE and the énhsnced steam turbities,

The outcome of the review is:

A 100% positive use determination for the six Ifeat Recovery Steam Generators, This
equipment is considered to be poliution contro} equipment and was installed to meet or
exceed federal or: state regulations, ’

A negative deterininatiod is issued for flie two steam turbines. The use of the steam
turbines does not provide an environmentai benefit at the site. The steam turbines are not
considered to be pollution control cquipment.

P.O. Box 13087 + Austin, Texas 78711-3087 » 512.239-1000 - Imemel address: werw.lceq state.tx ug
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Buddy Gurela, Chainngn

Larry R Soward, Coumisyivaer
Bryan W. Shaw, 1'h,b,, Conunissioner
Glenn Shankle, Excemiive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reduecing and Preverting Polluiion

USE DETERMINATION

[

The Texas Comi
07-12000, filed by:

FRONTERA GENERATION L'TP
FRONTERA GENERATION PLANT ‘;
320 S GOODWIN RD

MISSION TX 78572

Fove pothafin eoil profeyipfect Hebnd Thiihs Uk Deehinaten Anpiieation i

"This facility has two combustion furbine generators c“o_up]‘ed with tivo thermally efficient '
heat recovery steam-generators (H{RSGs) and one steam turbine. This applcation.is a Tier
IV application seeking a partial use determination for the three HRSGs and the enhaneed

steam turbines,

The vutcome of the review is:

A 100% pu}:itive use delermination for the two Heat Recd\'ery Steam Generators. This
equipmient is considered fo be pollution control cquipment and was instafied to meet or

excced lederal or state regulations.

A negative determination is issued for the steam turbine. The usc of the steam furbine does
rot provide an environmental bunefit at the site. The steam tin-bine is not considered 1o be

polthtion contro] equipment.

M L2225
Date’ o

Excculive Director

PO, Box L3087 » Austin. Texas 78711-3087 » §12-239:1000 + Internet ncidress: www tceq.Slate.tx.us
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Buddy Garcia, Chairman

Lary R, Soward, Commissioner
Bryan W. Shaw, Ph.D., Conpnissitner
Glenn Shankte, Execmie Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUAI ITY

Prejecting Fuxas by Reducing and Preventing Polhution

USE DE_TERMINATION"

i

The Texs Comimission on hnvnonmen’tal Quiality liag reviewed Use Determination A]Jphcmwn
17-11964, ftled by -

GENTEX POWER CORPORATION _ |
LOST PINES Co e e
HWY 21 NE 4.5 M]

BASTROP TX 78602

The pollution control property/project listed in the Use Determination Application is:'

This facility has two therma}l)' efficient heat recovery sleam generators (HRSGs) and one
sienm turbine, This appleation is a Tier IV application secking a parﬁn] use dctermm-mon
for the HRSGs and the enhaneed steam turbines.

The outcome of fhe review is:

A 100% positive use determination for the two Heat Recovery Steam Generalovs. This
equipment is considered to be pollntion control equipment and was'installed to meet or
exceed federal or slate regulations, .

A negative determination is isgved for the stenm turbiue, The use of the steam turbine does
not provide an envirenmental benefit af the site, The steam turbine is not considered to be

polhstion eontrol equipment,

):%ff 7. e

Batr:/

AN A & &
Executive Director

P.O. Box 15087 * Austin. Toxas 78711-3067 » 512-239-1000 + hremnet address: www teeq.siate.tx.us
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Buddy Gareia, Chatrman

Larry R. Sownrd, Comntisstoner
Hryan W. Shaw, Ph.D., Canunissioner
Glenn Shankle, Bxecurtve Direcior

RS

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Environmental Guality has reviewed Use Determination Application, :
07-11972, filed by:
GS ELECTRICAL GENERATING COOP & DENVER : i
MUSTANG STATION UNITS 1,2, & 3
1937 CR 399
DENVER CITY TX 79323
The pollution controd property/project listed in fhe Use Determination Application is: .
This facility has two thermally cfficient heat recovery steam generatoys (HRSGs) angd one ?
steam turbine. This application is a Tier IV application seeking a partinl ns¢ determination vt
for the ARSGs and the enhanced sieam turbines, ; }
The ontcome of the review is: % §
;'-_!:_ :

A 100% posiitve nge determination for {be two Heaf Recovery Steam Generators, This ] ;
equipment is considered fo be poBution control equipment and was Installed to meet or 5 {
exceed federal or stale regulations. 1 i
A negative determination s issued for the steam turbine. The use of the steam tarbie does {
not provide an enviroumental benefit af the site, The steam turbine is not considered fo be . '
pollution control equipment. q
i

Execntive Director ' Date”

& s f

P.O. Box 13087 » Austln, Texas 7871 1-3087 » 512-239-1000 » Internet address; www.tceq.state, tous
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Buddy Gareia, Chairman

Larry R. Soward, Connmisyloner
Bryan W, Shaw, Ph.10., Comntissioney
Glenn Shankle, Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecifng Texas by Redycing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Envirommental Quality has reviswed Use Determination Application,
07-11943, filed by:

GUADALUPE POWER PARTNERS L.P
GUARALUPE POWER PARTNERS
5740 WEIL RD

MARION TX 78124

The pothution control praperty/project listed in the Use Determination Application is:

"Fhis fucility has four combuséion turbine generators coupled with Tour thermally efficient
heat recovery steam generators (HIRSGs) and one steam turbine, This application is » Tier
IV application sceking a pariial use deterrainntion for the HRSGs and the enhanced steam

turbines.
The outcome of the review is:

A 108% positive nse determination for the four Heat Recovery Steam Generators, This
equipment is congidered to be pollution control equipment and was Insialied to meet or
exceed federal or state regulntions,

A negalive determipntion is issued for the steam turbine. The use of the sicam turbine does
net provide an envivonmonta) benefit at the site, The stenm turbine Is not considered fo be

polfution contrel equipment.

2xecutive Director

P.O. Box 13087 = Austin, Texas 787113087 « 512:239-1600 ¢ Intemer nddress: www.(eeq.stale.tx.us
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Buoddy Gaveia, Chairman

Larey R, Soward, Comnnpiysivner
Bryan W. Shaw, Ph.D., Commissioner
Glenn Shankle, Executive [rector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Provecting Texas by Redueing and Preventing Pollution

USE DETERMINATION

The Texas Commission on Eavirentnental Quality has reviewed Use Determination Application,
(7-11917, filed by: . .

LAMAR POWER PARTNERS

FPLE PARIS POWER PLANT . SR
HWY 1371 M1 S OF 286 .o
PARIS TX 75441 "

The poljution coptrol property/project listed in the Use Determination Application is:

This facility has four thermally efficient heat recovery steam generators (HRSGs) and two
enhanced steam turbines. This applieation is a Tier IV application seeking a partial use
determination for the HRSGs and the enhanced steam turbines,

The oulcome of the review is:

A 100%: pusitive use determination for the fouy Heal Recovery Steam Generators. This
efjuipraent is considered to be poillution contrél equipment and was installed to meel or

cxeeed federal or state regulations,

A pegative determination is issued for the two steam turbines. The use of the steam
turbines does not provide an envir munenta] benefit af the sife, The steam tm'bm es dru nof

considered to be pollution control Lqmpmcnt.

f/‘x" A -zonf
Datg

Exeoyilve Divector

.00 Box 13087+ Austin, Texas 7873087 - 512-239-3000 0 bternel pddress: wwew (ceq stale.tis
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Buddy Gareia, Chairnar

Larry R Soward, Commissioner
Bryay W. Shnwy, Ph.l., Conenixsioner
Glenn Shankle, Exeetative Diracror

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY"

Protecring Texus by Recveing and Preventing Palturion

USE DETERMINATION

The Texas Commission on Environmental Qualily has reviewed Use Determination Application;
07-11927, filed by:

NAVASOTA ODESSA ENERGY PARTNERS LP

QUALL RUN
2950 B INTERSTATE 20

ODESSA TX 79766 cL
The pollution control property/project listed in the Usc Determination Application is:
This facility has four thermally efficient heat récovery steam generators {HRSGs) and two

steam turbines. This application is & Tier IV application sceling a partia) ude
determination for the HRSEGs and the enhanced steam furbines.

The ouicome of the review i:

A 108% positive use deterinination for the four Heat Recovery Steam Generators, This
cquipmient js considered fo be poliution contro) equipment and was installed to meet 0
excousd federal ar state regulations.

A negative determination Js jssued for fhe two steara furbines. The use of the steam
turbines does not provide an environmental benefit af the site, The steam torbines are not
considered fo be pellution confrol equipment,

1.0, Pox $3087 + Austin. Texas TRT11-3087 + 312-239-1000 « Inierngl address: www.lceq.staletx.us
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Buddy Garcig, Choirmay

Lary R, Soward, Commiysioner
Bryar W. Shaw, Ph.D., Commissiomar
Gleon Shankie, Executive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Redacing and Preventing Poliution

USE DETERMINATION

The Texas Commission en Environments) Quality has reviewed Use Deterination Application,
07-12003, filed by:

NRG TEXAS POWER LLC
CEDAR BAYOUIV '
7745 OLD WEST BAY RD
BAYTOWN TX 77520

The pollutien contro} property/projeet listed in the Use Determination Application Is:

This facility has combustion turbine generators coupled with thermally efficient heat
recovery steam generafors (HIRSGs) and steam turbines. This application is a Tier IV
application seeking a use determination for the HRSGs and fhe stemm furbine, The

application requests a Tier IV determination,

The cutcome of the teview is:

A 100% positive use determination for the Heat Recovery Steam Generators. This
cquipment is considered to e polintion control equipment and was insialled to meef or

exceed federal or sfate regulations.

A negative determination is issued for the steam turbines. The use of the steam turbines
does not provide an environmental benefit at the site. The steam turhines are not
considered to be pollution control cquipment.

Dat

Executive Dirgctor

Austin, Texas 7871123087 - S12-239-J000 + Inernel address: www Ieeq.sliedx.us
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Buddy Garcis, Chairinan

Larry R. Soward, Conunissiorier
Bryan W, Shaw, Ph.D., Commissioner
Glenn Shankle, Executive Divector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Prevecting Texay by Reducing and Preveding Polintian

USE DETERMINATION

The Texas Commission on Environmental Quainy has reviewed Use Determination Apphcatmn,
07-12005, filed by: :

x

NRG TEXAS POWER LLC
TH WHARTON

16301 SH 249

HOUSTON TX. 77064

The pallution control property/project listed in the Use Determination Application is:

This facility has eombastion turbine generators coupled with thermally efficient heat
recovery steam generaiors (HRSGs). This application is a Tier IV application secking a nse
determination for the HRSGs, The application requests 2 Tier 1V, determination.

The owcome of the review isy

A 100% positive nse determination for the Heat Recovery Steam Generators, This
equipment Is considered fo be poliution control equipment and wes installed to meet or
exceed Jederal or state regulations.

E}.ecuu\fe Duecim

Austin, Texps 7871 1-3087 » 512-239-4000 + Internel address: www. iceq.stawe. [i.as
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Buddy Garciu, Cheairicen

Lary R, Sowmd, Conunissioner
Bryan W. Shaw, Ph.D., Cuannissioner
Glenn Shankle, Exacutive Direcior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Provecting Texas by Reducing and Preventing Foljution

USE DETERMINATION

The Texas Commission on Environmental Quality has reviewed Use Determination Application,
07-11942, filed by:

ODESSA-ECTOR POWER PARTNERS
ODESSA-ECTOR POWER PARTNERS
2200 E1.20 SERVICERD 8

ODESSA TX 79766

The pollution conire} prapexty/praject listed in the Use Determination Application is;

This facility has four combustion turbine generafors epupled with four thermally efficient
heat recovery steam gencratory ((IRSGs) and one steam turbine. This application is a Tier
IV applieation seeldng & parfial use determination for the BRSGs and the enhonced. steam

iurbines.

The outcome of the review is: .

A 100% positive ise defermination for fhe four Heat Récovery Stesin Generatdrs, This
equipment is considered to be poliution contro) Equxpment and was installed to meet o

exeeed federal or state regulations. |

A nogaiive deteripination is issued for the steam turbine. The tse of the steam turbine does
not provide an environmental benefit at the site. The steam torbine is nof considercd (o be

pollution control equipment,

Executive Direcior

P.C. Bax 13087 » Awdtin, Texas 78711-3087 » 512-239-1000 » Imernc address: www . toed. state.tx.us
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Buddy Garcia, Cheriman *

Larry R, Sowad, Conmissioner
Boysn W, Shaw, Ph.D., Conmissioner
Glenn Shankle, Exective Direcing

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Proiecting Texas by Redueing and Prevening Pothiion

_ USE DETERMINATION

iy Adlisatian,

The Texas: it Bribonenedtal Qualliy fas reitewed Yo it

07-12015, filed by:

PASADENA COGENERATION . PR
PASADENA COGENERATION] & 1T o
955 PHILLIPS RD

PASADENA TX 77506

Y e .
j

The pollution control property/project listed in the Use Determination Application is:

This facility has three thermally cffieient heat recovery steam generators {IIRSGs) and one
steam turhine. This applicdtion is a Tier IV application secking a partial use determination

for the HREGs and the enhaneced steam furbine.

The outcome of the review is:,

A 100% positive nse defermination for the fhree Heat Revovery Steam Generators, This
equipmen is considered (o be pollutlon control equipment snd yay installed (o moct or
exceed Jederal or siate yepulations,

A negative determination js issued for the stears turbitie. The use'of the steam turbine does
not provide an environmental benefit at the site. The stean turbine js not considered to be

peltution contyel equipment.

Execulive Director Daté

P.0. Box 13087 - Austin, Fexas 7871 1.3687 + 512.239-1000 = Julernet address: waw Iceq.seate, 1a.us
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Buddy Gareia, Chairman

Loy R. Soward, Comnifssioner
Bryan W. Shaw, Ph.D., Commissioner
Glann Shankle, Execrlive Divecior

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Redveing eud Preventing Polhution

USE DETERMINATION

The Texas Conumnission ob Bnvironmental Quajity has reviewed Use Determination Application,
07-11921, filed by: -

RIO NOGALES POWER PROJECT LP
RIO NOGALES POWER PROJECT
711 R MOGALES DR

SEGUIN TX 78155

The pollution contro} property/project listed in the Use Determination Application is:

This facility has three combustion turbine gencrators coupled with three thermally efficlent
heat recovery steam generators (JIRSGs) and one steaw turbine, This application is a Tier
IV application seeldng a partial use determination for the three HRSGs and the enhnnced

steam turbines. ) B

The outcome of the reviev is:

A 100% positive use determination for the three Heat Recovery Steam Gencrators, This
equipment is considersd to be pollution control equipment and was lustalled to meet o
exceed federal or state regulations. .

A negafive determination is issued for the steam turbine. The use of the steam turbine does
nof pravide au envirommnenta) benefit at the site. The steam turbine is not considered (o be

pollution control equipinent, )

ARG

Dafé

Execnlive Direcior

P.O Box 13087 « Austin, Texas 78711-3087 « 5J2-239-1000 + fnlernet address: www.iceq. S@ate.x.us
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Buddy Garcia, Chairman

Larey R. Soward, Commissioner
Bryan W. Shaw, Ph.L., Commissioner
Glenn Shankle, Execunive Divector

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Projecting Texas by Redveing and Prevenring Pollrtion

USE DETERMINATION

The Texas Comimission on Envirosmmental Quality has reviewed Use Detenmmtmn Application.
07-11915, filed by:

TENSKA FRONTIER PARTNERS LTD
TENASKA FRONTIER GENERATION STAT |

17500 HWY 30
SHIRO TX 77876

The pollution control property/project listed in the Use Determination Application is:
This facility has three combustion turbine generators eoupled with three thermally efficlent

heat recovery stearms generators {HRSGs) and one enhanced steam furbine. This application
is a Tier IV application seeking a partial use determination for the HRSGs and the

enhanced steam turbines,

The oulcome of the review isi

A 100% positive use determimition for the thirde Heal Recoveiy Steam Genérators, This
equipment is considered to be pollution control equipmen( and was installed to meet or
exeeed federnl or state regulations, | .

A negative determination is issucd fur the steam turbine. The use of the steam turhine does
ot provide nn enviromhental benefitaf the srte. The steam turbim 1s nof cﬂnssdr.rm’l fo be

pollution control equipment.

Ay A-zon d
Tint

Exeoutive Du u:lm .

POk Rox F3087 » Awsting Texas 78711-3087 » $12-230-1000 + Intenet address: wwa Aceq.staie Lnus
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TCEQ Docket No. 2012-1662-MI1S-U
Ennis Power Reply Brief
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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. Dale Cummings

Agent JUL 16 2012
Cummings Westlake LLC

12837 Louetta Ste 201

Cypress, Texas 77429

Re:  Notice of Negative Use Determination
Ennis-Tractebel Power Company LP
Ennis Power Plant
4001 West Ennis Ave
Ennis (Ellis County)
Application Number: 12203

Dear Mr. Cummings:

This letter responds to Ennis-Tractebel Power Company LP's Application for Use Determination,
received April 21, 2008, pursuant to the Texas Commission on Environmental Quality's (TCEQ) Tax
Relief for Pollution Control Property Program for the Ennis Power Plant.

The TCEQ has completed the review for application #12203 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 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 817.25.

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,

AR

Chance Goodin, Team Leader
Stationary Source Programs
Air Quality Division

CG/RH
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Mr. Dale Cummings
Page 2
July 10, 2012

cc: Chief Appraiser, Ellis County Appraisal District, P. O. Box 878, Waxahachie, Texas 75165
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