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Puerto Rico’s
Electrical System
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Act 17- 2019: on April 11, 2019, the New Puerto

Rico Energy Policy was approved intended to transform
the Puerto Rico electrical system, with clear goals to
strengthen the regulator, and new objectives related to
distributed and renewable energy.

RSA and PREPA Fiscal Plan: onwmay 3, 2019a

debt restructuring agreement with PREPA and its bondholders

was approved by the FOMB. On June 27, 2019 FOMB approved
a modified Fiscal Plan for PREPA. The Fiscal Plan considers the

debt restructuring agreement and other charges that projects
substantial electricity rate increases that could achieve 10 c/KwH.

Independent Assessment: Anindependent

study done by renowned economist, Ramén Cao PhD,
concluded that such rate increase will result, in a five year
term, in a decrease of the Gross National Product of 22%,

and a loss of over 170,000 jobs.
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PREPA Fiscal Plan

Rates Impact

Key risks could significantly impact ratepayers beyond current rate projections

Potential impact beyond projected rates (c/kWh)

Risk iption of issue FY20  FY21  FY22  FY23  Fvaa

Execution of the modern grid is key to lower rates in
the future

Federal Current rates assume grid modernization is assumed to 282

funding be 90% funded by FEMA 174 228 -
Scenario shown: FEMA funds 45% of the grid 1.20
modermization and ratepayer funds the remaining spend
PREPA assumes fuel costs from the IRP

[PV - IRP model assumes an ideal dispatch curve from

Fuel and generation that may not entirely be supported by the

Purchase current grid infrastructure

Power Scenario shown: Assuming dispatch continues with 126 1.28 1.12 1.13 1.08

rates curenty acheved by PREPAn a (e bosis [ T NN N

= IRP assumes a cost of new solar PPO starting in FY21 at

~$63/MWh
Renewables = Scenario shown: Assuming PREPA is unable to procure
PPOA! solar power below $100/MWh PPOA for the period of the
i
fiscal plan - — 0 097
—
45 488
275 s
Total 195 Z
1 Assumes a8 PPOAS sgned at$100NMWh escalaed annualy 2t 1.5%
«
Overview of Costs to Ratepayer with Federal Funding Risk
= Utility sales actual/Forecast (GWh) [l PREPA Other Operating Costs?
L} Federal Funding Risk M Fuel & Purchased Power
Transition Charges!
Risk adjusted rates (c/kWh) oy
45 * Rates forecasted* in the June
2019 Fiscal Plan could rise
40 15,964 15,832 higher should certain
E - 14772 assumptions not hold
35 : 13.972 = In an extreme case scenario,
: 13,491 rates in FY2024 could be
30 higher by ~3 c/kWh if the
254 26.8 a3 following occurs:
_ 24 1=2517 3170 250 323 —  50% of federal funding
& 07e2dn, GE2a'2 R i (45% FEMA and 5%
1.0y 43 i g CDBG) does not
materialize
* Other risks that could
materialize include:
— Higher F&PP costs if
PREPA fails to implement
economic dispatch
— PREPA(fails to negotiate
renewable PPOAs at
FY20 Fy21 FY22 Fy23 Fy24 compeive)rates
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Note

CREF’s Puerto Rico Panel

(S.B.1121)
(Conference)

(No. 17-2019)
(Approved April 11, 2019)
ANACT

To create the “Puerto Rico Energy Public Policy Act” for the purposes of
establishing the Puerto Rico public policy on energy in order to set the
parameters for a resilient, reliable, and robust energy system with just and
reasonable rates for all class of customers; make it feasible for energy system
wropr«hceandpamnpahemenergvgenamfzahmedxe

systems and microgrids, and

on
alb'nnned:ecomamofSecuon.GmdSBofAmNo 83 of May 2, 1941 as
amended, known as the “Puerto Rico Electric Power Authority Act,” in order
tommmudnGu\umngBoardofhEecchmn\mhom establish

ﬂ:epﬂwtr h duties, and tbilities of the entities bl
for ing and puintaining the Electrical System of Puerto
Rico, provide for the of the L d R Plan, and

establish penalties for noncompliance therewith: amend Sections 1.2.3. 4.5,
6,7.8, 9, and 10, repeal Section 11, and remumber Sections 12 and 13 as
Sections 11 and 12, respectively, mn Act No. 114-2007, asamnded.motds
to increase the kilowatts for the 1 of distrk

systems to the transmission and distbution network; establish a shorter term
for the mterconnection determination; amend Sections 14,23, 2.4 and 25,
repeal Section 2.6, renumber Sections 2.7 and 2.8 as Sections 2.6 and 2.7.
renumber Section 2.9 as Section 2.8 and amend it, renumber Section 2.10 as
Section 2.9, renumber Section 2.11 as Section 2.10 and amend it, add new
Sections 2.12 and 2.13, remumber Sections 2.12 and 2.13 as Sections 2.14 and
2 lSofActNo 82-2010, asa.mded.kmwna,ﬂu Pubtholx‘) onEnxgv

by Means of Sustainab

mPuemoR.lco Act” (ommanmzwabk Portfolio Standard until
achieving, by 2050, lw'ongvmmmﬁmmwabhm clanfy
that all Ry ble Energy C including those for ble enerzy
and for net metering customers. may be acquired by a retal electmcity

smated addtionl charge for PREPA

ension kabiity are shown together. T

ay not incude charges that oceur only towards the end of the year

to cai esti
fions do not assume compensation to new T&D operator

Act 17, 2019
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CREF’s Puerto Rico Panel

|. Are the goals of Act 17-2019, New Puerto Rico Energy Public Policy,
being fulfilled as expected?

1. On the areas related to regulation, assessments and studies :
« An strong and independent regulatory entity
« Energy Storage
 Energy Efficiency and Demand Response

2. On areas related to Distributed Energy Resources (DER) and Renewable
Portfolio Standard (RPS):

* Deployment of DER
« RPS goals of 20%, 40% and 60% for this IRP period and 100% for 2050
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CREF’s Puerto Rico Panel

. Debt Restructuring

What would be the effect of the Puerto Rico debt restructuring and

other charges on the PREPA Fiscal Plan on the Puerto Rico energy
transformation?

. Recent Government Changes

What could be the effect of the august 2019 government change and

coming elections on the implementation of the New Puerto Rico
Energy Public Policy?

V. Q&A
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