ALGENOL BIOFUELS

HARNESSING THE SUN TO FUEL THE WORLD
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Florida Public Service Commission X0 = 7
2540 Shumard Oak Boulevard S —
Tallahassee, FL 32399-0850 — &L
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Re: Docket No. 120015-EI
Dear Ms. Cole:
Enclosed please find an original and seven (7) copies of the Pre-Hearing Statement
of Algenol Biofuels Inc. for filing in re: Petition for increase in rates by Florida Power
& Light Company, Docket No. 120015-El. Please note that the Certificate of Service
appears at the back of the Pre-Hearing Statement.
Sincerely,
3
Quang Haip- \
General Counsel
(Not admitted in Florida)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for Increase in Rates by Docket No. 120015-E1
Florida Power & Light Company.

l
|
| Filed: August 3, 2012
l

ALGENOL BIOFUEL INC.’S PREHEARING STATEMENT

Pursuant to Order No. PSC-12-0143-PCO-EI, issued March 26, 2012, Algenol Biofuel
Inc. (“Algenol” or the “Company”) hereby files with the Florida Public Service Commission
(“PSC” or the “Commission”) its Prehearing Statement in connection with its Petition to
Intervene in above captioned Docket regarding the rates and charges proposed to be changed by

Florida Power & Light Company (FPL), and states:

I.  WITNESS
( WITNESS SUBJECT MATTER W

R. Paul Woods Explains that FPL’s proposed rate base

Chief Executive Officer increase may harm Algenol’s current and

Algenol Biofuels Inc. future business, as well as profters a
revenue generating alternative to a rate
increase that Algenol can provide to FPL.
Also explains Algenol’s attempts to present

J said revenue-generating proposition to
FPL.

II. EXHIBITS
None.
III. STATEMENT OF BASIC POSITION
Algenol does not intend to unduly delay the proceeding by rehashing or paraphrasing
issues raised by others, so we will focus on two broad points -- the impact of FPL’s proposed

rate increase on Algenol’s commercialization in Florida and the revenue generating
opportunity Algenol can provide to FPL. SRR R s
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Algenol is a commercial client of FPL founded in 2006 with over 150 employees and
laboratories in Fort Myers, Florida and Berlin, Germany. Algenol currently occupies a state
of the art, 50,000 sq. ft. research and development facility and will begin operation of a 36
acre US Department of Energy sponsored Integrated Biorefinery in 2012. Algenol already
requires vast amounts of electricity to operate and its consumption of FPL electricity will
only increase as its Integrated Biorefinery operates to full capacity.

Algenol intends to construct one of its first commercial facilities in Florida, contingent
upon several factors, including the cost of electricity and the ability to work with carbon
dioxide emitters to purchase large quantities of the greenhouse gas in order to recycle it into a
valuable commodity rather than releasing it into the atmosphere. In order to commercialize
its Direct to Ethanol” technology, Algenol needs CO, with stable input costs to facilitate
project planning and due diligence. Commercialization will create jobs, and benefit the
economy by keeping money in Florida. Increasing utility costs strain Algenol’s ability to
concentrate its limited resources on job creation and technological development, thereby
harming Algenol’s present and future business.

In order to support a rate increase, the Commission should take into consideration
whether FPL has demonstrated that it explored and maximized other alternatives to
increasing rates. FPL plants are some of the largest carbon dioxide emitters in the state.
Algenol’s Direct to Ethanol” process produces 160 gallons of ethanol from one metric ton of
CO,. Algenol’s process economics plan is to purchase carbon dioxide at a price which takes
into account the cost of capture and delivery, which has been assumed to be $30 per metric
ton. Where an existing plant like FPL’s West County Energy Center (WCEC) could emit
over 10 million metric tons per year of CO,, then the potential revenue to FPL would be over
$300 million from just one electricity producing plant. Part of this revenue could offset rate
increases being sought by FPL, while going a long way to reduce the emission of the
greenhouse gas. What we need to know are details of the costs that CO; capture and delivery
to Algenol would pose to FPL, and that needs to be examined. We do know that carbon
capture technology does exists, and may be cost-effective in the light of both revenue and
environmental benefits to FPL and to ratepayers. While environmental benefits are not the
focus here, they should not be dismissed either.

Algenol has attempted collaboration with FPL to implement this revenue-generating
alternative on several occasions since 2009, starting with a meeting between Mr. Woods and
current FPL Chief Executive Officer Eric Silagy and his project development team. In the
three years since, the only response Algenol received from FPL was an email from Justin
Sobol, project developer for FPL, on June 19, 2012. While Algenol prefers collaborations to
occur in the ordinary course of business, putting FPL’s pursuit of revenue-generating
alternatives to increasing the rate base up for consideration in light of its request for a rate
increase before the Commission is appropriate.

IV. ISSUES AND POSITIONS

Algenol’s position on certain of the issues is identified below. For issues not identified
below, Algenol has not formed a position, but reserves the right to do so pending further
development of the record.




Net Operating Income

Issue 62:

Algenol:

Issue 64:

Algenol:

Issue 65:

Algenol:

Has FPL maximized the sources of net jurisdictional revenue that are
projected to be reasonably available and technically viable for the 2013
test year? If not, what action, if any, should the Commission take in
setting FPL’s rates in this case? (For purposes of this issue, “net
jurisdictional revenue” may include net revenue related to the supply of
CO2 captured from an FPL facility.)

As reflected in the above Statement of Basic Position, Algenol has
attempted to collaborate with FPL to implement a revenue-generating
alternative on several occasions since 2009. FPL has not engaged in any
sort of collaborative effort with Algenol to evaluate Algenol’s revenue-
generating offer. The technology to capture carbon dioxide exists, and
FPL should evaluate revenue opportunities and costs therefrom before or
in connection with a request for a base rate increase. The Commission
should exercise its broad discretion in determining a course of action, if
any, and what factors to consider.

What are the appropriate projected amounts of other operating revenues
for the 2013 projected test year?

Projected amounts of other operating revenues are not accurate to the
extent that they do not maximize the sources of net jurisdictional revenue
that are projected to be reasonably available and technically viable for the
2013 test year.

Is FPL's projected level of Total Operating Revenues of $4,407,253,000
($4,505,007,000 system) for the 2013 projected test year appropriate?

No, FPL’s projected level of Total Operating Revenues of $4,407,253,000
($4,505,007,000 system) for the 2013 projected test year cannot be
appropriate to the extent that FPL did not maximize the sources of net
jurisdictional revenue that are projected to be reasonably available and
technically viable for the 2013 test year.

Revenue Requirements

Issue 127:

Algenol:

What economic impact will FPL's request for a rate increase have on
customers, businesses and communities in Florida, including economic
development activities and raising capital in Florida?

As reflected in the above Statement of Basic Position, an unreasonable
increase to ratepayers will significantly constrain Algenol’s carefully




planned budget, forcing it to raise additional capital faster and limiting its
ability to pursue large commercial production facilities in Florida, thereby
inhibiting the creation of thousands of jobs. However, there are benefits
from improvements in plants and cheaper fuel sources. It is worth noting
that conversion to a natural gas fired plants provides a better source of
CO, for Algenol’s process.

Other Issues

Issue 193: Should this docket be closed?

Algenol: No. Additional analyses and discussions need to be taken in order to form
a more complete basis from which to determine whether the requested rate
increase is fair, just and reasonable.

V. LEGAL ISSUES
There are no legal issues at this time.

VI.  POLICY ISSUES

Algenol does not believe resolution of the foregoing issues may involve determining
matters of policy.

VII. STIPULATED ISSUES
There are no stipulated issues at this time.
VIII. PENDING MOTIONS
There are no pending motions at this time.
IX. PENDING REQUESTS FOR CONFIDENTIAL CLASSIFICATION
There are no pending requests for confidential classification of the information in the Pre-

Hearing Statement at this time.
X. REQUIREMENTS OF THE PREHEARING ORDER THAT CANNOT BE MET

At this time, Algenol is not aware of any requirements in the Order Establishing
Procedure, Order No. PSC-12-0143-PCO-EI, with which it cannot comply.

XI. OBJECTIONS TO WITNESSES' QUALIFICATIONS

Algenol does not have any objection to the qualifications of any witnesses at this time.




Respectfully submitted this 3rd day of August 2012.

‘ 7
General Coﬁnse]/
Algenol Biofuels Inc.
28100 Bonita Grande Drive
Suite 200
Bonita Springs, FL 34135
Telephone: (239) 498-2000

Email: quang.ha@algenol.com

(Not admitted in Florida)




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for Increase in Rates by

| Docket No. 120015-EI
Florida Power & Light Company. |

|
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Filed: August 3,2012

ALGENOL BIOFUELS INC.

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that (i) an original of the Pre-Hearing Statement of Algenol
Biofuels Inc. and seven (7) true copies thereof have been furnished by overnight courier to the
Office of the Commission Clerk of the Florida Public Service Commission on this 3rd day of
August 2012, and (ii) a true copy of the Pre-Hearing Statement has been furnished by overnight
courier to Keino Young of the Florida Public Service Commission on this 3rd day of August
2012.

Respectfully submitted this 3™ day of August 2012.
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Quanhg J. Ha/

General Counsel

Algenol Biofuels Inc.

28100 Bonita Grande Drive
Suite 200

Bonita Springs, FL 34135
Telephone: (239) 498-2000
Email: quang.ha@algenol.com

(Not admitted in Florida)




CERTIFICATE OF SERVICE

DOCKET NO. 120015-EX

I HEREBY CERTIFY that a true and correct copy of the foregoing Notice was served

electronic mail or U.S. Mail this 3™ day of August, to the following:

Federal Executive Agencies
Ms. Karen White

Captain Samuel T. Miller
USAF/AFLOA/JACL/ULFSC
139 Barnes Drive, Suite 1
Tyndall AFB, FL 32403-5317
karen.white@tyndall.af.mil
Samuel.miller@tyndall.af.mil

Florida Power & Light Company
Mr. John Butler, Esq.

Maria J. Moncada, Esq.

700 Universe Boulevard

Juno Beach, FL 33408
John.butler@fpl.com
Maria.Moncada@fpl.com

Florida Industrial Power Users Group
Jon C. Moyle, Jr. Esquire

Vicki Gordon Kautman, Esquire

Mole Law Firm, P.A.

118 North Gadsden Street

Tallahassee, FL 32301
jmoyle@moylelaw.com
vkaufman@moylelaw.com

Florida Retail Federation

Robert Scheffel Wright, Esquire
John T. LaVia lll, Esquire
Gardenr, Bist, Wiener, Wadsworth,

Bowden, Bush, Dee, LaVia & Wright, P.A.

1399 Thomaswood Drie
Tallahassee, FL 32308
scheti@gbwlegal.com
Jlavia@gbwlegal.com

John W. Hendricks
367 S Shore Dr.
Sarasota, FL 34234
jwhendricks@sti2.com

Daniel R. and Alexandria Larson
16933 W. Harlena Drive
Loxahatchee, FLL 33470
danlarson@bellsouth.net

Charles Milsted

AARP, Associate State Director
200 West College Avenue
Tallahassee, FL 32301
CMilsted@aarp.org

Larry Nelson
312 Roberts Road
Nokomis, FL 34275

Seahorseshores! @gmail.com

Office of Public Counsel

J.R. Kelly, Public Counsel

Joseph A. McGlothlin, Associate Public
Counsel

Office ot Public Counsel

c/o The Florida Legislature

111 W. Madison Street, Room 812
Tallahassee, FL 32399-1400

Kelly jr@leg.state.fl.us
mcglothlin.joseph@leg.state.fl.us
Merchant.tricia@leg.state.fl.us
Rehwinkel.charles@leg.state.fl.us
Christensen.patty@leg.state.fl.us
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mailto:Rehwinkel.charles@leg.state.fl.us
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mailto:Maria.Moncada@fpl.eom
mailto:iller@tyndall.af.mil
mailto:karen.white@tyndall.af.mil

Florida Public Service Commission
Caroline Klancke, Esquire

Keino Young, Esquire

Martha Brown, Esquire

Office of the General Counsel
Florida Publice Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FLL 32399-1400
cklancke@psc.state.fl.us
kyoung(@psc.state.fl.us
mbrown@psc.state.fl.us

South Florida Hospital and Healthcare
Association

Kenneth L. Wiseman, Esquire
Mark F. Sunback, Esquire

Lisa M. Purdy, Esquire

William M. Rappolt, Esquire

J. Peter Ripley, Esquire

Andrews Kurth LLP

1350 I Street NW, suite 1100
Washington, DC 20005
kwiseman(@andrewskurth.com
MSundback@andrewskurth.com
LPurdy@andrewskurth.com
WRappolt@andrewskurth.com
PRipley@andrewskurth.com
BlakeUrban@andrewskurth.com
AnnishaHayes@andrewskurth.com

Radey Law Firm

Susan F. Clark

Lisa C. Scoles

301 South Bronough Street, Suite 200
Tallahassee, FL 32301
Iscoles@radeylaw.com
sclark@radeylaw.com

Thomas Saporito

177 US Hwy I N, Unit 212
Tequesta, FL 33469
saporito3@gmail.com

Robert H. Smith

11340 Heron Bay Blvd. #2523
Coral Springs, FL 33076
rpjrtb@yahoo.com

Village of Pinecrest

William C. Garner, Esquire

Brian P. Armstrong, Esquire
Nabors, Giblin & Nickerson, P.A.
1500 Mahan Drive, Suite 200
Tallahassee, FLL 32308
clerk@pinecrest-fl.gov
bgarner@ngnlaw.com
barmstrong@ngnlaw.com

Larry Nelson

312 Roberts Road

Nokomis, FL. 34275

Phone: (941) 412-3767

Email: seahorseshores]@gmail.com

Credit Suisse LLC

Matthew S. Davis

Investment Banking, Eqr US Electric Ut
Eleven Madison Avenue

New York, NY 10010-3629

Phone: (212) 235-2573

Email: matthew.davis@credit-suisse.com
Andrews Law Firm

George E. Humphrey

600 Travis, Suite 4200

Houston, TX 77002-3090

US Equities Research

Utilities and Alternative Energy
Cleo Zagrean, CFA

Macquarie Capital (USA) Inc.

FL

cleo.zagrean(@macquarie.com
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Glen Gibellina

7106 28th Street East
Sarasota, FL 34243

Phone: (941) 296-5489
Email: glenfede@yahoo.com
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Algenol Biofuels, Inc.

28100 Bonita Grande Drive, suite 200
Bonita Springs, Florida 34135
Telephone: (239) 498-2000

Email: quang.ha@algenol.com

(Not admitted in Florida)
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