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November 26, 2010

HAND DELIVERY

Pedro J. Nieves Miranda, Esq.
President

Environmental Quality Board
PO Box 11488

San Juan, PR 00910

Re:  Revised Preliminary Environmental Impact Statement (P-EIS)
Renewable Energy Generation and Resource Recovery Plant

Dear Mr. Nieves Miranda, Esqg.:

The Puerto Rico Energy Diversification through Sustainable and Alternative Renewable
Energy Policy Act, Law No. 82 of July 19, 2010 established as the public policy of the
Government of Puerto Rico the diversification of power sources; the reduction of our
dependence on energy sources derived from fossil fuels; the reduction and stabilization of
our energy costs; the control of the volatility of electricity cost in Puerto Rico; and the
preservation and improvement of our environment, natural resources and quality of life,
among others.

Under the above mentioned public policy, on October 25, 2010 this Puerto Rico Industrial
Government Company (PRIDCO), as Lead Agency, filed the preliminary environmental
document titled Preliminary Environmental Impact Statement (P-EIS) for the Renewable
Energy Generation and Resource Recovery Plant project (the Project).

PRIDCO filed the P-EIS with the Environmental Quality Board (EQB) under the Board’s
Resolution, R-10-26-1%, the Environmental Quality Board Regulation for the Process of
Presentation, Evaluation and Processing of Environmental Documents (RPPEPED)?,
Executive Order Number OE-2010-034% (“Executive Order”) and Article 4(B)(3) of Law
Number 416 of September 22, 2004, as amended, known as Puerto Rico Environmental
Public Policy Law (“Law 416”).

As part of the procedures that are required in the above mentioned legal provisions, the
following steps were taken:

e On October 25, 2010, PRIDCO filed with the Board, for its evaluation, the draft P-EIS

! About the Expedited Procedure to Rule the Presentation, Evaluation and Processing of Environmental
Documents for Energy Projects dated August 12, 2010.

% Regulation Number 6510 dated August 22, 2002.

® Executive Order dated July 19, 2010 Administrative Bulletin approved to activate the provisions of Law
Number 76 dated May 5, 2000.
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for the Project. That same day the document was available on the EQB webpage,
PRIDCO, EQB library, EQB Regional Office in Arecibo, and the Arecibo Town Hall.

PPRIDCO filed a request for a public hearing with EQB, which approved and issued
the R-10-38-1 on October 25, 2010, granting PRIDCO’s request regarding the draft P-
EIS, as well as an extension to the deadline for comments until the date of the
investigative public hearing.

The draft P-EIS was circulated on October 25, 2010 among several government
agencies for evaluation and comments, among them: the Environmental Quality
Board, the Municipality of Arecibo, Puerto Rico Aqueduct and Sewer Authority,
Puerto Rico Electric Power Authority, Department of Natural and Environmental
Resources, Department of Agriculture, Department of Transportation and Public
Works/Puerto Rico Highway and Transportation Authority, Institute of Puerto Rican
Culture, Puerto Rico Planning Board, Solid Waste Management Authority, Department
of Labor and Human Resources, Department of Health, Fire Department, the Energy
Affairs Administration, the Puerto Rico Ports Authority, the US Fish and Wildlife
Service, the Federal Aviation Administration (FAA), and the US Environmental
Protection Agency (EPA), State Historic Preservation Office and the US Army Corps
of Engineers.

On October 26, 2010, PRIDCO published in two (2) newspapers of general circulation,
El Vocero and Primera Hora, a Notice of Intent to Begin the Process of Evaluation of
an Environmental Document for the Project.

On October 27, 2010, EQB published in two (2) newspapers of general circulation, El
Vocero and Primera Hora, a Notice of Investigative Public Hearing regarding the
Evaluation of an Environmental Document for the Project.

On November 8, 2010, the Investigative Public Hearing for the Project was held in the
Municipality of Arecibo. The Examiner in charge of the procedures accepted until
November 9, 2010 the filing of written comments on the proposed action, to be
admitted into the official record for the investigative process.

At the closing of the comment period, November 8, 2010, comments from the
following agencies had been received: comments from consulted agencies: Energy
Affairs Administration — letter dated November 1%, 2010; Puerto Rico Aqueduct and
Sewer Authority — letter dated October 29, 2010; Puerto Rico Highway and
Transportation Authority, Department of Transportation and Public Works — letter
dated October 27, 2010; Solid Waste Management Authority — letter dated November
1%, 2010; Puerto Rico Ports Authority — letter dated November 1%, 2010; Puerto Rico
Fire Department — letter dated October 27, 2010; Department of Agriculture/Land
Authority — letter dated November 1%, 2010; Department of Environmental and Natural
Resources — letter dated October 29, 2010; Department of Health — letter dated
November 5, 2010; Puerto Rico Electric Power Authority — letter dated November 8,
2010; Institute of Puerto Rican Culture — letter dated October 26, 2010; State Historic
Preservation Office — letter dated October 28, 2010; Department of Labor and Human
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Resources — letter dated October 29, 2010; and the Municipality of Arecibo — letter
dated November 8, 2010.

e In accordance with Part Il of R-10-26-1, on November 15, 2010 the Examiner
assigned to conduct the Investigative Public Hearing procedures for the title Project
presented to this Board the corresponding Report.

e On November 19, 2010, the EQB Honorable Board of Governors issued Resolution R-
10-43-1, which adopted the Report and issued several recommendations that should
become part of the revised P-EIS to be submitted in accordance with R-10-26-1.

According to the above, the P-EIS for the Project has been revised and it addresses and
discusses the recommendations and/or comments made by the EQB Honorable Board of
Governors and the Examiner that was assigned to conduct the Investigative Public Hearing
proceedings that were held for the Project. The revised P-EIS has been prepared in
compliance with the requirements of Law Number 416 and EQB regulations, including the
RPPEPED. The P-EIS and its revisions are based on scientifically rigorous technical,
environmental and socioeconomic studies, which were conducted to fully comply with
current local and federal regulations for the protection of the environment. The
corresponding appendices are part of the revised P-EIS are, as well as the document in its
digital format. As requested, five (5) printed copies and three (3) discs with the document
in its digital format are attached.

Based on the above, PRIDCO respectfully submits for EQB’s consideration the revised P-
EIS so that its evaluation can continue in accordance to R-10-26-1, and, consequently, it is
determined that the document complies with the dispositions of Law 416.

Once again we want to state the importance of this initiative to address the power needs of

the Island and to contribute to its social and economic development; therefore, we thank
you beforehand for your prompt assessment of subsequent stages of the Project.

Cordially,

José Ramon Pérez-Riera
Executive Director



Preliminary Environmental Impact Statement
Renewable Power Generation and Resource Recovery Plant

PREAMBLE

This document constitutes the Preliminary Environmental Impact Statement (P-EIS) for the Project
known as Renewable Power Generation and Resource Recovery Plant, in Cambalache Ward of
Arecibo (the Project), proposed by Energy Answers Arecibo, LLC (Energy Answers), a subsidiary
of Energy Answers International, Inc. (EAI).

1. Lead Agency:

2. Name of Private
Entity:

3. Title of the Proposed Action:

4. Project Need:

5. Total Estimated Cost of Project:

Puerto Rico Industrial Development Company (PRIDCO)

Energy Answers Arecibo, LLC (Energy Answers)
Box 829

Garrochales Ward

Arecibo, Puerto Rico 00652

Renewable Power Generation and Resource Recovery Plant

Energy Answers Arecibo, LLC proposes the construction
and operation of a modern Renewable Power Generation
and Resource Recovery Plant (the Plant) within a site of
approximately 82 cuerdas west of PR-2, which is part of a
92.76 cuerdas property that housed the old facilities of
Global Fibers, Inc. in Cambalache Ward of Arecibo.

The Plant will have the capacity to: process 2,100 tons per
day of Processed Refuse Fuel (PRF); generate a gross
amount of approximately 80 Megawatts of electric energy,
classifying as an alternate and renewable source of energy;
and recover ferrous and non ferrous metals.

The Project responds to the urgent need to develop new
energy generation infrastructure that uses alternative sources
to petroleum fuels to stabilize the high cost of electricity in
Puerto Rico, in accordance with the Energy Reform public
policy of the Government of Puerto Rico. The Project also
addresses the pressing need to develop reliable and safe
infrastructure as part of an integrated management of solid
waste, as stated in the Solid Waste Management Authority
(SWMA) Dynamic Itinerary for Infrastructure Projects.

$500 million (approximately)
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6. Total Number of Jobs:

7. Responsible Officer:

8. Document Identification:

9. List of Scientific Staff:

10. List of Agencies to which
the document was distributed
for review and comment:

11. Distribution Date:

Construction Phase: 8,287 jobs

! (4,283 direct jobs and 4,004 indirect and induced jobs)
Operation Phase: 825 total jobs (150 direct jobs and 675
indirect and induced jobs). See Appendix I.

Joel Meléndez Rodriguez

Permitting, Environment and Infrastructure Consultant
Puerto Rico Industrial Development Company

#355 FD Roosevelt Avenue Suite 404

Hato Rey, Puerto Rico 00918

This document constitutes the P-EIS where the direct,
indirect and cummulative environmental impacts are
discussed and evaluated as related to the construction and
operation of the Project.

See Chapter 11 of the P-EIS

See Chapter 12 of the P-EIS

November 26, 2010

! Construction job estimates are based on factors used by the Puerto Rico Planning Board (PRPB).
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EXECUTIVE SUMMARY

This document constitutes the Environmental Impact Statement (P-EIS) for the Renewable
Power Generation and Resource Recovery Plant Project (Plant or Project). The lead
agency for the Project is the Puerto Rico Industrial Development Company (PRIDCO),
while Energy Answers Arecibo, LLC (Energy Answers) is the owner (Owner) and the

private entity in charge of its development, construction and operation.

This P-EIS is filed with the Environmental Quality Board (EQB) in compliance with: (1)
the provisions of Executive Order OE-2010-034 of August 12, 2012, (2) Resolution 10-26-
1 issued by the EQB, regarding the Expedited Procedure to Rule the Presentation,
Evaluation and Processing of Environmental Documents for Energy Projects, (3) Article
4(B)(3) of Law Number 416 of September 22, 2004 as amended, known as
“Environmental Public Policy Law”, and (4) Law Number 76 of May 5, 2000.

As part of the procedures required by the laws mentioned above, the following steps were
completed:

e On October 25, 2010, PRIDCO filed with EQB for its evaluation the draft P-EIS for
the Project. That same day the document was available on the EQB webpage,
PRIDCO, EQB library, EQB Regional Office in Arecibo, and the Arecibo Town Hall.

e PRIDCO filed a request for a public hearing with EQB, which approved and issued R-
10-38-1 on October 25, 2010, granting PRIDCO’s request regarding the draft P-EIS, as
well as an extension to the deadline for comments until the date of the investigative

public hearing.

e The draft P-EIS was circulated on October 25, 2010 among several government
agencies for evaluation and comments, among them: Environmental Quality Board,
Municipality of Arecibo, Puerto Rico Aqueduct and Sewer Authority, Puerto Rico
Electric Power Authority, Department of Agriculture, Department of Transportation
and Public Works/Puerto Rico Highway and Transportation Authority, Institute of

Puerto Rican Culture, Puerto Rico Planning Board, Solid Waste Management
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Authority, Department of Health, Fire Department, and the Energy Affairs

Administration.

On October 26, 2010, PRIDCO published in two (2) newspapers of general circulation,
El Vocero and Primera Hora, a Notice of Intent to Begin the Process of Evaluation of

an Environmental Document for the Project.

On October 27, 2010, EQB published in two (2) newspapers of general circulation, El
Vocero and Primera Hora, a Notice of Investigative Public Hearing Regarding the

Evaluation of an Environmental Document for the Project.

On November 8, 2010, the Investigative Public Hearing for the Project was held in the
Municipality of Arecibo. The Examiner in charge of the procedures accepted until
November 9, 2010 the filing of written comments on the proposed action to be

admitted into the official record for the investigative process.

At the closing of the comment period, November 8, 2010, comments from the
following agencies had been received: comments from consulted agencies: Energy
Affairs Administration — letter dated November 1%, 2010; Puerto Rico Aqueduct and
Sewer Authority — letter dated October 29, 2010; Puerto Rico Highway and
Transportation Authority, Department of Transportation and Public Works — letter
dated October 27, 2010; Solid Waste Management Authority — letter dated November
1%, 2010; Puerto Rico Ports Authority — letter dated November 1%, 2010; Puerto Rico
Fire Department — letter dated October 15, 2010; Department of Agriculture/Land
Authority — letter dated November 1%, 2010; Department of Environmental and Natural
Resources — letter dated October 29, 2010; Department of Health — letter dated
November 5, 2010; Puerto Rico Electric Power Authority — letter dated November 8,
2010; Institute of Puerto Rican Culture — letter dated October 26, 2010; State Historic
Preservation Office — letter dated October 28, 2010; Department of Labor and Human
Resources — letter dated October 29, 2010; and the Municipality of Arecibo — letter
dated November 8, 2010.

In accordance with Part 111 of R-10-26-1, on October 15, 2010 the Examiner assigned
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to conduct the Investigative Public Hearing procedures for the title Project presented to

this Board the corresponding Report.

e On November 19, 2010, the EQB Honorable Board of Governors issued Resolution R-
10-43-1, which adopted the Report and issued several recommendations that had to be

part of the revised P-EIS to be submitted in accordance with R-10-26-1.

The draft P-EIS for the Project was revised accordingly, to include and discuss the
recommendations of the Honorable Board of Governors of the EQB and of the Review
Panel that was assigned to conduct the Investigative Public Hearing proceedings that were
held for the Project.

The revisions to the draft P-EIS filed on October 25, 2010 constitute the environmental
document hereby submitted and identified as P-EIS of November 24, 2010. This P-EIS
has been prepared in compliance with the requirements of Law Number 416 and EQB
regulations, including the Regulation for the Presentation, Evaluation and Processing of
Environmental Documents. The P-EIS and its revisions are based on scientifically
rigorous technical, environmental and socioeconomic studies, which were conducted to
fully comply with current local and federal regulations for the protection of the
environment. The revised P-EIS includes Appendix R (Responses to Comments in the
EQB Interlocutory Resolution), where comments from the EQB Interlocutory Resolution
(R-10-43-1) are answered, including the Review Panel Report, comments from agencies to
the draft P-EIS and comments from the Public Hearing process. The corresponding
appendices, as well as the digital format document to be uploaded to the EQB webpage,
are part of the P-EIS.

Description of the Proposed Action

The Project consists of the construction of a Renewable Power Generation and Resource
Recovery Plant (Plant or Project), to convert solid waste into electricity in an industrial site
of approximately 82 cuerdas, that was used in the past as a paper mill and is located at Km
73.1 of State Road PR-2 in Cambalache Ward of Arecibo. The generated electricity will
be purchased by the Puerto Rico Electric Power Authority (PREPA) through the terms

Environmental Impact Statement ES-3
Renewable Power Generation and Resource Recovery Plant
Cambalache Ward in Arecibo, Puerto Rico



stipulated in the purchase and sale agreement that was signed between PREPA and the
Owner (Power Purchasing and Operating Agreement), and will be transmitted or injected

into the Island distribution system.

Energy Situation and Solid Waste Management in Puerto Rico

e There is an urgent need to develop new energy generation infrastructure that uses
alternative sources to petroleum fuels to stabilize the high cost of electricity in Puerto
Rico, thereby reducing fossil fuel emissions associated with climate change in
accordance with the public policy established in the Government of Puerto Rico

Energy Reform.

e The Project addresses the urgent need to develop reliable and environmentally safe
infrastructure as part of an integrated management of solid waste and in accordance
with the policy established in the Dynamic Itinerary for Infrastructure Projects of the
Puerto Rico Solid Waste Management Authority (SWMA).

e The solid waste management system in Puerto Rico serves seventy-eight (78)
municipalities that generate about four (4) million tons per year of residential,

commercial and industrial residues.

e EPA Region 2 noted that: (1) the management and disposal of solid waste has long
been a challenge in Puerto Rico; (2) the problem is compounded by the limited space
available in an island community and the delicate balance of ecosystems of Puerto
Rico; (3) Puerto Rico residents generate more solid waste than residents in the States,
and recycling rates are lower; (4) much of the solid waste volume generated in the
Island ends up in one of the 30 landfills, most of which do not meet state or federal
requirements for landfills; and (5) that the solution is a comprehensive plan for the

integrated management of solid waste.

e In 2007, SWMA developed an Itinerary for Infrastructure Projects (Itinerary) to
implement strategies for the development of infrastructure to handle solid waste in

Puerto Rico for the next 25 years;
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e According to the SWMA, there will be 30 operational landfills by the end of 2010, 14
in 2015 and 13 in 2020; only one will be operating limitedly on the north coast.

e In order to successfully implement the strategy of diverting waste from disposal in
landfills, the Itinerary recommends the development of two facilities with thermal
processing technology with a combined processing capacity of approximately 2,910

tons per day.

e Specifically, the Itinerary recommends the development of a facility with a capacity of
1,350 tons per day in the Northwest Region, to be operational in 2012, and a facility
with a capacity of 1,560 tons per day in the Northeast Region, which would be

operational in 2013.

EAI develops environmentally safe power generation and resource recovery systems and
has been owner and operator of these systems. EAI technology distinguishes itself because
EAI plants are designed to maximize the recovery of materials and energy from the
municipal solid waste stream. EAI’s main goal is to eliminate waste or achieve "zero
disposal through maximum recovery of resources or materials that are perceived as waste.
To achieve this goal, EAI designed and developed the system for the production of PRF.
The Project responds to various urgent and serious needs in Puerto Rico regarding energy
generation, solid waste, economic development, environmental protection, and efficient

use of land.

A plant such as that proposed by the Project would have enough capacity to: (1) meet the
estimated demand for solid waste disposal as established for the Northwest Region in the
Dynamic Itinerary, (2) assist with the management of commercial waste of the region, and

(3) add to the existing recovery and recycling infrastructure.
The Plant will be able to:

e Generate a gross amount of 80 Megawatts of energy, classifying as an alternative

renewable energy source;

e Process 2,100 tons per day (based on a seven-day week) of Processed Refuse Fuel ™
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(PRF);

e Recover and recycle 280 tons per day of ferrous metals (such as iron and steel, among

others) and nonferrous metals (aluminum, copper, tin, etc.);

e Control combustion emissions by using an emission control system evaluated and

approved by the EPA.
The Plant will consist of the following components (see Figure ES-1):
e Component 1: Receiving of Solid Waste

o A reduction in the amount of solid waste generated by communities, industry
and government will be actively promoted through effective programs to

reduce, recycle and compost.
e Component 2: Production of PRF

o This component includes weighing, unloading and inspection of the solid waste

that will arrive to the Plant mostly in trucks, which will vary in type and size.

o In addition, solid waste is shredded to form the PRF, after an initial ferrous

metal recovery process.

o In this stage, the PRF is subjected to a process of detection and recovery of

ferrous and nonferrous materials through industrial magnets.
e Component 3: Renewable Power Generation

o In the third stage the combustion of PRF takes place in spreader-stoker boilers
that produce steam and generate electricity using a steam turbine, thus

constituting an alternative and renewable source of energy production.

o EAI's patented technology includes the use of grates in the boiler, where a
stream of distribution air will blow the PRF into the boiler, therefore resulting

in a highly efficient suspended combustion, which in turn results in a reduction
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in ash generation. The process will generate two (2) types of ashes, representing
a total of approximately 20% (by weight) of the PRF that will be processed at
the Plant.

o It is at this stage that the Emission Control System evaluated and approved by
the EPA is activated. This Emission Control System constitutes the Maximum
Achievable Control Technology (MACT) and the Best Available Control
Technology (BACT).

o It is at this stage that the conditioning of fly ash occurs, resulting in a material
that has been consistently proven as non-hazardous by analytical methods
(Toxicity Characteristic Leaching Procedure, TCLP), has a consistency similar
to that of mortar, has the capacity to harden as cement, and has been found able

to be effectively reused or safely disposed of as a landfill cover material.

o The bottom ash, once collected, will be processed through a proprietary EAI
technology that produces Boiler Aggregate™. This aggregate has been
effectively used as a material that allows the ventilation of landfill gas, for road

paving and other construction-related products.

Resource Recovery
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Figure ES-1: Simplified Renewable Power Generation and Resource Recovery
Process Flowchart
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Part of the Project is also the completion of several off-site tasks to:

e Provide 2.1 MGD brackish water for the cooling tower and boiler steam production, to
be pumped from the surplus that the Department of Natural and Environmental
Resources (DNER) discharges from Cafio Tiburones into the ocean, and will be
transferred by force line from El Vigia Pump Station to the Plant; and

e Connect the power production of the Plant to the PREPA distribution network.
PREPA determined that the best interconnection point would be the Cambalache

Transmission Center (CTC), located at approximately 0.5 miles south of the Plant site.

e Floodway limits have been revised to follow the perimeter of the proposed
development, and to reclassify the land as Zone AE outside the floodway, where the
provisions of Section 7.03 of Regulation #13 apply. The proposed amendment would
require a change to the topography of the area between the Project site and the river
channel, for a maximum ground elevation of 3.5 meters-msl, and to provide greater
flow area along the river bank. The letter requesting the amendment to the FEMA
Flood Map was filed with the PRPB on October 8, 2010.

The main characteristics of the existing environment in the Project site area include:

e The existing environment in the area where the Project will be located is primarily rural

with isolated industrial areas and small residential settlements.

e Land use was dominated until the early 1980s by the former Cammbalache Sugar Mill
activities. Later land use continued to be agricultural (hay), with some industrial
developments.  Currently, there are several abandoned steel-framed industrial
structures occupying the site. The nearest residence is located at 569 meters from the

center of the site, but there are no residential areas or tranquility zones near the site.

e The topography within the site and the areas around it is typical of valleys and is
essentially flat, with elevations ranging from 1 to 7.5 meters above mean sea level.

Earth crust movement and artificial fill deposit are included as part of the proposed
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action. However, those activities will not result in a significant environmental impact

because the topography was previously impacted during construction of the paper mill.

e There are five (5) percolation ponds for the storing of stormwater runoff and process
water from the paper mill. It is proposed to cut their top or berms to an elevation of 3.5
meters above mean sea level. The resulting environmental impact will not be

significant.

e There are no rivers or creeks within the site. However, the Rio Grande de Arecibo
(RGA) is adjacent to the west side of the site. No direct or significant impact to the
RGA due to the construction of the Project is anticipated. The minimum 5-meter strip
of land measured from the edge of the river will be kept, as required by Law Number

49 of January 4, 2003, as amended.

e The Jurisdictional Wetland Study concluded that there are approximately 2.49 cuerdas
(2.42 acres) of jurisdictional water bodies within the site, including an area of 1.52
cuerdas (1.48 acres) of unused artificial stormwater channels, and 0.97 cuerdas (0.94
acres) of the area where these channels overflow. It is anticipated that these will be
modified as part of the Project. However, the modifications will not result in a

significant environmental impact as these areas were artificially created.

e The Flood Insurance Rate Map shows that the site is located within a floodway Zone
AE, and the base flood level is 5.2 msl (17.06 feet).

e Brownfield vegetation typical of abandoned industrial areas can be observed in the site
and adjacent properties, where herbaceous species are dominant, mostly grasses with
some woody species. All identified species are common and widely distributed on
areas near large rivers of the Island. None of the species of flora and fauna identified
in the study areas are considered as critical, threatened or endangered under state and
federal regulations. Although the vegetative cover within the Project area will decrease
and some short term displacement of fauna species will occur, it is possible that some
of these species will return to the site after completion of the construction phase of the
Project. Therefore, no significant environmental impact on the flora and fauna found
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within the site is expected.

e Regarding the cultural resources, through the data obtained during the file investigation
and the negative results of stratigraphic cuts (Phase IB) conducted, it was concluded
that the Project does not affect cultural resources as included in the National Register
of Historic Places. Therefore, no significant or cumulative impacts to cultural impacts
will occur from the proposed action.

e The Plant will be connected to PRASA potable water lines and the sanitary trunk
located in State Road PR-2 adjacent to the site. There will be no significant impact to

the existing infrastructure as it has ample capacity to meet the needs of the Project.
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