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COMMONWEALTH OF PUERTO RICO 2 0 1 4

PUERTO RICO ENERGY COMMISSION

IN RE: PUERTO RICO ELECTRIC POWER | CASE NO.: CEPR-AP-2015-0001

AUTHORITY RATE REVIEW
SUBJECT: Order requiring additional
supplemental testimony from Witness
Hemphill.

ORDER

On September 30, 2016, the Puerto Rico Energy Commission (“Commission”) issued
a Resolution and Order requiring the Puerto Rico Electric Power Authority (“PREPA”) to
supplement and update its Petition for Rate Review (“Petition”), in light of several
occurrences which transpired after May 27, 2016, date in which PREPA filed its Petition.
Such occurrences include the Commission issuing its Final Resolution and Order in relation
to PREPA’s Integrated Resource Plan,! the approval of the Transition Charge and Adjustment
Mechanism,? and Sonia Miranda’s departure from her post as Director of PREPA’s Planning
and Environmental Compliance Directorate.

Pursuant to the Commission’s September 30, 2016 Resolution and Order, on October
14, 2016, PREPA filed several revised testimonies, among them one of witness Ross
Hemphill. Mr. Hemphill’s testimony is related to the Formula Rate Mechanism (“FRM”)
proposed by PREPA as a tool for reconciling, on a yearly basis, PREPA’s electric service rates
with the operational and financial costs incurred by PREPA in providing such services.

Specifically, Mr. Hemphill states that the proposed FRM will provide the Commission
with the tools necessary for overseeing PREPA’s costs and preventing it from incurring in
costs which are unreasonable. However, Mr. Hemphill’s testimony does not provide insight
with regards to the FRM'’s effectiveness as a cost-control measure, nor does it provide
concrete examples as to how such mechanism, when implemented, will ensure adequate
oversight of the costs incurred by PREPA in providing electric service. For example, Mr.
Hemphill’s testimony omits any discussion with regards to whether the Commission should,
or has the power to, impose limits on the costs which may be incurred by PREPA, the
alternatives available to the Commission for ensuring compliance with such limits and the
consequences for failing to comply with such limits, amongst others.

The ambiguity of the information provided by Mr. Hemphill with regards to the
assurances provided by the FRM does not support his statement that such a mechanism is
an adequate oversight tool for the Commission to monitor PREPA’s costs and prevent
practices which, in the past, have resulted in excesive or unreasonable expenses. The
implementation of oversight measures which provide adequate supervision gain more

1 Final Resolution and Order of September 23, 2016, Docket No. CEPR-AP-2015-0002.
2 Restructuring Order of June 21, 2016, Docket No. CEPR-AP-2016-0001.



relevance when considering that Mr. Hemphill's proposal allows PREPA to adjust its rates to
recover all costs incurred during the previous year, regardless of whether such costs are not
prudent or are unreasonable.

The establishment of administrative practices and policies which promote the
prudent use of PREPA’s funds will result in greater certainty and confidence in that the
electric service rate paid by the consumer represents PREPA’s actual costs of providing such
services. As such, the Commission ORDERS Mr. Hemphill to file, on or before November 7,
2016, additional supplemental testimony which shall include specific information and
concrete examples of how the proposed FRM provides the Commission with the ability to
prevent PREPA from incurring in unreasonable or imprudent costs. Any intervenor who
wishes to file written testimony in response to Mr. Hemphill’s additional
supplemental testimony may do so on or before November 14, 2016. Any testimony
filed by an intervenor pursuant to the aforementioned shall be limited to discussing the
content of Mr. Hemphill’s additional supplemental testimony. Any discussion unrelated to
Mr. Hemphill’s additional supplemental testimony will be stricken from the record.

For the benefit of all parties involved, the Commission issues this Order in both
English and Spanish language. Should any discrepancy between each language arise, the

English language shall prevail.
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Agustin F. Carbé Lugo Angel R. Rivera de la Cruz
Chairman Associate Commissioner

Be it notified and publi

CERTIFICATION

[ hereby certify that the majority of the members of the Puerto Rico Energy Commission has
so agreed on October ﬂ, 2016. Associate Commissioner José H. Roman Morales did not
intervene on this matter. On this date a copy of this Order was notified by electronic mail to
the following: n-ayala@aeepr.com, c-aquino@aeepr.com, glenn.rippie@r3law.com,
michael.guerra@r3law.com, john.ratnaswamy@r3Law.com, codiot@opic.pr.gov,
jperez@oipc.pr.gov, mmuntanerlaw@gmail.com, jfeliciano@constructorespr.net,
abogados@fuerteslaw.com, jose.maeso@aae.pr.gov, edwin.quinones@aae.pr.gov,
nydinmarie.watlington@cemex.com,  aconer.pr@gmail.com, epenergypr@gmail.com,
jorgehernandez@escopr.net, ecandelaria@camarapr.net, pga@caribe.net,
manuelgabrielfernandez@gmail.com, mreyes@midapr.com, agraitfe@agraitlawpr.com,
mgrpcorp@gmail.com, attystgo@yahoo.com, maribel.cruz@acueductospr.com,
eirizarry@ccdlawpr.com and pnieves@vnblegal.com.



Maria del\Mar Cintrén Alvarado
Clerk

[ also certify that today, October ___, 2016, I have proceeded with the filing of the Order
issued by the Puerto Rico Energy Commission and I have sent a true and exact copy to the

following:

Puerto Rico Electric Power Authority
Attn.: Nélida Ayala Jiménez

Carlos M. Aquino Ramos

P.0.Box 363928

Correo General

San Juan, PR 00936-4267

Oficina Independiente de Proteccion al

Consumidor

p/c Lcdo. José A. Pérez Vélez
Lcda. Coral M. Odiot Rivera
268 Hato Rey Center

Suite 524

San Juan, Puerto Rico 00918

Autoridad de Acueductos y Alcantarillados

de Puerto Rico

p/c Leda. Maribel Cruz De Ledn
PO Box 7066

San Juan, Puerto Rico 00916

Asociacion de Constructores de
Puerto Rico

p/c Lcdo. José Alberto Feliciano
PO Box 192396

San Juan, Puerto Rico 00919-2396

Rooney Rippie & Ratnaswamy LLP
E. Glenn Rippie

John P. Ratnaswamy

Michael Guerra

350 W. Hubbard St., Suite 600
Chicago Illinois 60654

Sunnova Energy Corporation
p/c Vidal, Nieves & Bauzg, LLC
Lcdo. Pedro J. Nieves Miranda
P.0.Box 366219

San Juan, PR 00936-6219

Autoridad Acueductosy
Alcantarillados de Puerto Rico
Lcdo. Pedro Santiago Rivera

305 Calle Villamil, 1508

San Juan, Puerto Rico 00907

Centro Unido de Detallistas, Inc.
Lcdo. Héctor Fuertes Romeu

PMB 191 - PO Box 194000

San Juan, Puerto Rico 00919-4000



CEMEX de Puerto Rico, Inc.
Lcdo. Edwin A. Irizarry Lugo
CCD Law Group, P.S.C.

712 Ave. Ponce de Ledn

San Juan, Puerto Rico 00918

Asociacion de Consultores y Contratistas de
Energia Renovable de Puerto Rico

p/c Edward Previdi

PO Box 16714

San Juan, Puerto Rico 00908-6714

Camara de Comercio de Puerto Rico
p/c Eunice S. Candelaria De Jests

PO Box 9024033

San Juan, Puerto Rico 00902-4033

Camara de Mercadeo, Industriay
Distribucion de Alimentos

p/c Lcdo. Manuel R. Reyes Alfonso
#90 Carr. 165, Suite 501

Guaynabo, Puerto Rico 00968-8054

Oficina Estatal de Politica Publica Energética
p/c Ing. José G. Maeso Gonzalez

Lcdo. Edwin J. Quifiones Porrata

P.0.Box 41314

San Juan, Puerto Rico 00940

Grupo Windmar

p/c Lcdo. Marc. G. Roumain Prieto
1702 Ave. Ponce de Leén, 2do Piso
San Juan, Puerto Rico 00909

CEMEX de Puerto Rico, Inc.

p/c Enrique A. Garcia

Lcda. Nydin M. Watlington

PO Box 364487

San Juan, Puerto Rico 00936-4487

Energy & Environmental
Consulting Services Corp.
Jorge Hernandez, PE, CEM, BEP
560 C/ Aldebaran, Urb. Altamira
San Juan, Puerto Rico 00920

Asociacion de Industriales de
Puerto Rico

p/c Manuel Fernandez Mejias
2000 Carr. 8177, Suite 26-246
Guaynabo, Puerto Rico 00966

Instituto de Competitividad y
sostenibilidad Econémica de
Puerto Rico

p/c Lcdo. Fernando E. Agrait

701 Ave. Ponce de Le6n

Edif. Centro de Seguros, Suite 401
San Juan, Puerto Rico 00907

Asociacion de Hospitales de Puerto
Rico

p/c Lcda. Marie Carmen Muntaner
Rodriguez

470 Ave. Cesar Gonzalez

San Juan, Puerto Rico 00918-2627

For the record, I sign this in San Juan, Puerto Rico, today, October ___, 2016.

Maria del Mar Cintrén Alvarado
Clerk



