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GOVERNMENT OF PUERTO RICO 
PUERTO RICO PUBLIC SERVICE REGULATORY BOARD   

PUERTO RICO ENERGY BUREAU 

CASE NO. NEPR-AP-2020-0025 

SUBJECT:  

LUMA Witnessess’ Rebuttal Testimonies 

LUMA’S MOTION  SUBMITTTING REBUTTAL TESTIMONIES 

TO THE HONORABLE PUERTO RICO ENERGY BUREAU: 

COME now LUMA Energy, LLC (“ManagementCo”), and LUMA Energy ServCo, 

LLC (“ServCo”), (jointly referred to as the “Operator” or “LUMA”), and respectfully state and 

request the following: 

1. On January 14, 2022, the Energy Bureau issued a Resolution and Order amending 

the procedural calendar in this instant proceeding (“January 14th Resolution and Order”). The 

Energy Bureau ordered LUMA to submit its witnesses’ rebuttal testimonies on or before February 

1, 2022.  

2. On January 28, 2022, LUMA filed LUMA’s Request for an Extension of Time to 

File Rebuttal Testimonies. Therein, LUMA informed the Energy Bureau that it expected to file 

some of its witnesses’ rebuttal testimonies by the February 1st deadline. However, LUMA 

disclosed that it understood the remaining witnesses’ rebuttal testimonies could not be finalized 

until LUMA receives the outstanding supplemental responses to the discovery requests issued on 

the Local Environmental and Civil Organizations (“LECO”) and the Independent Consumer 

Protection Office (“ICPO”). Those supplemental responses are due no earlier than February 4, 

IN RE:  PERFORMANCE METRICS 

TARGETS FOR LUMA ENERGY SERVCO, 

LLC 
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2022. Thus, LUMA requested the Energy Bureau to extend the timeframe to submit the rebuttal 

testimonies to February 17, 2022.  

3. On January 31, 2022, the Energy Bureau issued a Resolution and Order granting 

LUMA until February 17, 2022, to file rebuttal testimonies on the intervenors’ pre-filed direct 

testimonies.  

4. In compliance with the January 14th and 31st Resolutions and Order, LUMA 

respectfully submits with this motion as Exhibit 1, the following pre-filed witnesses’ rebuttal 

testimonies. All of these witnesses are employees of LUMA and are presenting their rebuttal 

testimony on behalf of LUMA: 

a. Mr. Kalen Kostyk – Manager of Accounting 

b. Mr. Jorge Meléndez – Safety and Training Lead 

c. Mr. Terry Tonsi – Director Lines East 

d. Ms. Melanie J. Jeppesen – Director of Billing Services 

e. Mr. Brent Bolzenius – Director of Vegetation Management 

5. In view of the foregoing, LUMA respectfully requests that this Energy Bureau 

receive and accept the above-described pre-filed witnesses’ rebuttal testimonies. As informed in 

LUMA’s Request for an Extension of Time to File Rebuttal Testimonies, LUMA will submit the 

remaining rebuttal testimonies by the February 17th deadline.  

WHEREFORE, LUMA respectfully requests that the Energy Bureau receive and accept 

some of LUMA’s witnesses’ rebuttal testimonies; and deem that LUMA partially complied with 

the requirements of this Energy Bureau’s Resolutions and Order dated January 14 and 31, 2022, 

with regards to the pre-filed witnesses rebuttal testimonies. 



3 

RESPECTFULLY SUBMITTED. 

   We hereby certify that we filed this motion using the electronic filing system of this Energy 
Bureau and that I will send an electronic copy of this motion to the attorneys for PREPA, Joannely 
Marrero-Cruz, jmarrero@diazvaz.law; and Katiuska Bolaños-Lugo, kbolanos@diazvaz.law, the 
Office of the Independent Consumer Protection Office, Hannia Rivera Diaz, hrivera@jrsp.pr.gov,  
and counsel for the Puerto Rico Institute for Competitiveness and Sustainable Economy (“ICSE”), 
Fernando Agrait, agraitfe@agraitlawpr.com, counsel for the Colegio de Ingenieros y 
Agrimensores de Puerto Rico (“CIAPR”), Rhonda Castillo, rhoncat@netscape.net, and counsels 
for  Comité Diálogo Ambiental, Inc., El Puente de Williamsburg, Inc., Enlace Latino de Acción 
Climatica, Alianza Comunitaria Ambientalista del Sureste, Inc., Coalicion de Organizaciones 
Anti-Incineración, Inc., Amigos del Río Guaynabo, Inc., CAMBIO, Sierra Club and its Puerto 
Rico Chapter, and Unión de Trabajadores de la Industria Eléctrica y Riego (jointly, Puerto Rico 
Local and Environmental Organizations), larroyo@earthjustice.org, rstgo2@gmail.com, 
notificaciones@bufete-emmanuelli.com, pedrosaade5@gmail.com., jessica@bufete-
emmanuelli.com; rolando@bufete-emmanuelli.com. 

In San Juan, Puerto Rico, this 1st day of February 2022. 

DLA Piper (Puerto Rico) LLC 
500 Calle de la Tanca, Suite 401 

San Juan, PR 00901-1969 
Tel. 787-945-9107 
Fax 939-697-6147 

/s/ Margarita Mercado Echegaray 
Margarita Mercado Echegaray 

RUA NÚM. 16,266 
margarita.mercado@us.dlapiper.com 

/s/ Yahaira De la Rosa Algarín 
Yahaira De la Rosa Algarín 

RUA NÚM. 18,061 
yahaira.delarosa@us.dlapiper.com
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Q.  Please state your name. 1 

A. My name is Kalen Kostyk. 2 

Q. Please state your business mailing address, title, and employer. 3 

A. My business mailing address is PO Box 363508 San Juan, Puerto Rico 00936-3508. I am 4 

the Manager of Accounting in the Finance Department for LUMA Energy ServCo. LLC. 5 

Q. Please state your educational background.  6 

A. I received a Bachelor of Commerce in Accounting and Finance from the University of 7 

Alberta (Edmonton, Alberta, Canada). 8 

Q. Please state your professional experience. 9 

A.  I have over 9 years of professional experience in utility work. In supporting LUMA, my 10 

work efforts through front-end transition have led to the financial preparation and 11 

consolidation of the financial aspect of the LUMA Initial Budgets filing. 12 

Q. Please describe your work experience prior to joining LUMA. 13 

A. In 2012, I joined ATCO Electric, a regulated electric transmission and distribution 14 

company in Alberta, Canada. My work at ATCO has included financial accounting, 15 

regulatory accounting, project accounting, business planning and forecasting, and 16 

contract administration and procurement oversight on a large transmission project. I have 17 

further supported General Tariff Applications and Deferral Account Reconciliation 18 

Applications before the provincial Utilities Commission. My work on regulatory filings 19 

included preparing the initial applications for filing, preparing responses to information 20 

requests, and providing support to expert witnesses in advance of evidentiary hearings. 21 

 Prior to joining ATCO, I apprenticed at a public accounting firm, where I obtained my 22 

Canada Professional Accounting designation. In public practice, I participated in audits, 23 
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reviews, compilations, tax, and other engagements on behalf of clients. 24 

Q. On whose behalf are you testifying before the Puerto Rico Energy Bureau? 25 

A.  My testimony is on behalf of LUMA as part of the Puerto Rico Energy Bureau (“Energy 26 

Bureau” or “PREB”), Commonwealth of Puerto Rico Public Service Regulatory Board 27 

proceeding Case No. NEPR-AP-2020-0025, the Performance Targets for LUMA Energy 28 

ServCo, LLC. 29 

Q. Are there any exhibits attached to your testimony?  30 

A. No.  31 

Q.  What is the purpose of your rebuttal testimony?  32 

A.  To respond to those portions of the pre-filed testimony of Mr. Agustín Irizarry (“Mr. 33 

Irizarry”) on behalf of the Local Environmental and Civil Organizations (“LECO”), filed 34 

on November 16, 2021, in this proceeding, regarding his proposals, recommendations, 35 

and comments on LUMA’s proposed Financial Performance metrics. Further, I will 36 

respond to those portions of the pre-filed testimony of Mr. Gerardo Cosme (“Mr. 37 

Cosme”) on behalf of the Independent Consumer Protection Office (“ICPO”), filed on 38 

November 17, 2021, in this proceeding, also regarding LUMA’s proposed Financial 39 

Performance metrics. Finally, I also testify to support further LUMA’s Performance 40 

Metrics Targets filing of September 24, 2021 (“LUMA’s Performance Metrics Targets”) 41 

on the Operating Budget, Capital Budget: Federally Funded, and Capital Budget: Non-42 

Federally Funded performance metrics. 43 

Q. Did you consider any documents for your rebuttal testimony? 44 

A.  Yes, I did. 45 

Q.  Which documents did you consider for your rebuttal testimony?  46 
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a. LUMA’s Performance Metrics Targets Revised filing submitted on September 24, 47 

2021, in this proceeding, Case No. NEPR-AP-2020-0025, 48 

b. The Resolutions and Orders issued by the Puerto Rico Energy Bureau on April 8, 49 

2021, May 21, 2021, and July 2, 2021, in Case NEPR-MI-2019-0007, 50 

c. The pre-filed testimony of Mr. Agustín Irizarry of November 16, 2021, filed in this 51 

proceeding, Case No. NEPR-AP-2020-0025 and his expert report, which is an exhibit 52 

of his pre-filed testimony, 53 

d. The responses provided by Mr. Agustín Irizarry to LUMA’s First Set of 54 

Interrogatories and Request for Production of Documents notified on January 13, 55 

2022, 56 

e. The pre-filed testimony of Mr. Gerardo Cosme of November 17, 2021, filed in this 57 

proceeding, Case No. NEPR-AP-2020-0025, 58 

f. The responses provided by Mr. Gerardo Cosme to LUMA’s First Set of 59 

Interrogatories and Request for Production of Documents, which were notified on 60 

January 5, 2022,  61 

g. The responses provided by Mr. Gerardo Cosme to the Puerto Rico Energy Bureau’s 62 

Requirements for Information notified on December 27, 2021, and 63 

h. The Puerto Rico Transmission and Distribution System Operation and Maintenance 64 

Agreement of June 22, 2020. 65 

Q. Do you agree with Mr. Cosme’s statement on page 4, lines 166-170 of his direct pre-66 

filed testimony that the financial performance metrics proposed by LUMA are 67 

incomplete? 68 

A. No. 69 
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Q.  Please explain your response. 70 

A.  Mr. Cosme’s statement ignores the fact that the total of LUMA’s spending equates to the 71 

total of the Operating, Capital Non-Federally, and Capital Federal Funded budgets. 72 

Therefore, the totality of LUMA’s spending is included and complete. The methodology 73 

behind calculating the Operating Budget and Capital Budget: Non-Federally Funded are 74 

identical to the budget metrics submitted quarterly to the Energy Bureau in Case No. 75 

NEPR-MI-2019-0007.  The Energy Bureau has complete involvement and oversight in 76 

approving the operational and capital budgets and supervises LUMA’s spending through 77 

LUMA’s quarterly reports on spending, including federal funding activity. Therefore, it is 78 

incorrect to suggest that binary metrics are too incomplete or provide too much 79 

flexibility.  80 

Q.  Do you agree with Mr. Cosme’s statement on pages 4-5, lines 174-183 of his pre-filed 81 

testimony, that the financial performance metrics should include an alignment with 82 

specific investments or actions proposed or tied to the particular budget? 83 

A.  No. 84 

Q.  Please explain your response. 85 

A.  The financial performance metrics do not need to include an alignment with specific 86 

investments or actions proposed or tied to the particular budget for the customers to 87 

benefit from a positive outcome. Mr. Cosme refers to programs or initiatives in his 88 

testimony that are reviewed and proposed in detail in a proceeding before the Energy 89 

Bureau in Case No. NEPR-MI-2020-0019 on LUMA’s System Remediation Plan 90 

(“SRP”).  They are considered by each program manager and their appropriate 91 

departments when setting their budgets for Case No. NEPR-MI-2021-0004 before the 92 
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Energy Bureau, a proceeding where PREB approved LUMA’s budget for FY2022 after 93 

evaluating LUMA’s proposed Initial Budgets and Improvement Programs. LUMA’s 94 

Improvement Programs, initiatives, and budgets have an individual approval process set 95 

forth by the Energy Bureau.  96 

Furthermore, budgets are made at a particular point in time based on the information 97 

available and are adjusted as conditions and circumstances change during operations. 98 

Measuring LUMA solely on our progress towards certain specific investments ignores 99 

the natural variability that occurs over time and does not allow LUMA to be agile and 100 

responsive to the conditions as they present themselves while delivering services within 101 

budget.  102 

Q.  Do you agree with Mr. Irizarry’s recommendation that the Energy Bureau remove 103 

any incentive payment to LUMA for staying within its budgets, as set forth on page 104 

8, lines 6-7 and page 64, lines 15-16 of his pre-filed testimony? 105 

A.  No. 106 

Q.  Please explain your response. 107 

A.  Part of sound management is the efficient allocation and administration of funds, taking 108 

into account current operating conditions in order to achieve key objectives. Staying 109 

within budget is an important parameter for any business operation. Removing this 110 

incentive would be contrary to basic management principles and would ignore this aspect 111 

of the Operator’s performance.  112 

Q.  Do you agree with Mr. Irizarry’s proposal that a failure to stay within budget 113 

should reduce or eliminate LUMA’s ability to achieve incentives in other categories, 114 

as stated on page 8, lines 7-9, and page 64, lines 16-18 of his direct pre-filed 115 
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testimony? 116 

A.  No.  117 

Q. Please explain your response. 118 

LUMA’s performance categories will be measured cumulatively to determine the 119 

incentive fee earned. The performance categories relate to Customer Satisfaction, 120 

Technical, Safety and Regulatory, and Financial Performance categories. Reducing or 121 

eliminating LUMA’s ability to achieve incentives in other categories would mean that the 122 

financial performance metrics will have complete precedence over other important 123 

metrics. Mr. Irizarry’s proposal would also be inconsistent with basic principles of utility 124 

performance metrics. First, not meeting a threshold in the budget metric would eliminate 125 

an incentive related to safety, reliability, or customer service.  This would create 126 

overlapping incentives. Mr. Irizarry’s recommendation would effectively “double-count” 127 

by using LUMA’s performance in one metric to reduce the incentive to perform in 128 

another metric. Second, eliminating incentives for improvements in other categories 129 

because of a shortfall in a financial metric would be contrary to customer benefits. It is 130 

possible that an operator could spend over an allotted budget and still perform well in 131 

other metrics. The customer would be receiving the benefits of this performance in other 132 

metrics, so it would be unfair to penalize LUMA twice: once for exceeding budget and 133 

then again by eliminating incentives for other metrics.     134 

Q.  Do you agree with Mr. Irizarry’s proposal that the Energy Bureau rejects LUMA’s 135 

proposal and stays with the 80.4% baseline for the Operating Expenses metric, as 136 

stated on page 48, lines 14-20, and page 49, lines 1-2 of his direct pre-filed 137 

testimony? 138 
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A.  No.  139 

Q. Please explain your response. 140 

A.  Mr. Irizarry’s proposal seems to ignore the context in which the Energy Bureau approved 141 

the 80.4% baseline for the Operating Expenses metric, which derives from data submitted 142 

by PREPA. PREPA underspent its budget while collecting associated revenues and 143 

delivering below standard service. While the Fiscal Year 2020 data PREPA submitted 144 

shows an 80.4% baseline, LUMA’s target is to spend 100% of the budget. LUMA’s goal 145 

is to use the funds appropriately to build a more robust, resilient utility to provide 146 

customer benefits and meet its obligations under the T&D OMA and energy public 147 

policy. The cumulative impacts of the performance categories drive the desired behavior 148 

to deliver improved service using the funds that were budgeted by LUMA and approved 149 

by PREB. If LUMA is expected to spend approximately 20% below budget, LUMA 150 

would be unable to improve the system to the extent it has planned and based on the 151 

PREB-approved budget and Improvement Programs. With regards to the Operating 152 

Budget, this would equate to not spending more than $100 million on needed operations 153 

and maintenance of the electrical grid. Consequently, an incentive to underrun the budget 154 

affects the implementation of improvement programs, delays plans, and affects the other 155 

performance metrics outlined in this proceeding, impacting LUMA’s ability to perform 156 

and earn what was negotiated in the T&D OMA.  157 

 Mr. Irizarry’s statement fails to consider that the budgets take into account the activities 158 

and programs approved by the Energy Bureau and implemented by LUMA to improve 159 

the reliability and performance of the electrical grid. One example I want to reference is 160 

Vegetation Management. As an initial matter, there is a separate Vegetation Management 161 
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budget that is segregated and tracked. In compliance with Law 17, LUMA sets and 162 

manages a budget for vegetation management activities. Monies designated for 163 

vegetation management cannot be transferred and used in other operations or capital 164 

activities. Secondly, if LUMA were to underspend on Vegetation Management, while 165 

LUMA may temporarily achieve budget savings, broad system impacts would not benefit 166 

LUMA in other areas. Excess vegetation could lead to outages, impacting other 167 

performance metrics like SAIDI and SAIFI. Reducing costs in one area could negatively 168 

impact other areas, and consequently, LUMA’s performance and goals to improve the 169 

utility’s overall state.  170 

Q.  Do you agree with Mr. Irizarry’s proposal that the Energy Bureau impose the 171 

“Capital expenses vs. Budget – Transmission & Distribution” metric on LUMA, 172 

with a penalty for failure to keep Transmission & Distribution capital expenses 173 

under 9.9% of the operating budget, as stated on page 49, lines 4-10 of his direct 174 

pre-filed testimony? 175 

A.  No.  176 

Q. Please explain your response. 177 

The T&D System requires a significant number of programs and initiatives to remediate 178 

its state and improve reliability across the island. Those programs and initiatives have 179 

been presented to the Energy Bureau and approved in Case No. NEPR-MI-2020-0019, on 180 

LUMA’s SRP and Case NEPR-MI-2021-0004 on LUMA’s Initial Budgets. In its budget, 181 

LUMA allocated specific amounts to implement the programs and achieve the 182 

performance goals. The Energy Bureau approved the budget and the related programs 183 

and goals. As previously mentioned, the budget metrics do not operate alone in a vacuum 184 
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but are interconnected with various other levers in the organization. Maintaining the 185 

transmission and distribution capital expenses to a set percentage of 9.9% of approved 186 

spending would artificially limit the Puerto Rico electric system’s much-needed 187 

improvement. To my knowledge, no utility would premise a spend on such a metric. 188 

System planning and capital spend profiles for utilities change over time, depending on 189 

the need for capital investment. The proposal to cap this at a percentage of operating 190 

expenditures is not practical and not in line with restoring and transforming the T&D 191 

System. LUMA will file its plans to revitalize and operate the system within the fiscal 192 

framework of the system but should not be bound to budget capital as a percentage of the 193 

operating budget (9.9%). The Energy Bureau will then assess LUMA’s proposed budget 194 

and approve, modify or reject the filing. This interaction will guide the appropriate mix of 195 

capital and operating expenditures to ensure the system is ,revitalized, and operated 196 

efficiently. 197 

Q. Do you agree with Mr. Irizarry’s proposal that all budget metrics: Operating 198 

Budget, Capital Budget: Federally Funded, Capital Budget: Non-Federally Funded, 199 

and Capital expenses vs. Budget – Transmission & Distribution be used only to 200 

impose penalties if minimum standards are not met, as stated on page 49, lines 12-201 

17, of his direct pre-filed testimony? 202 

A.  No.  203 

Q. Please explain your response. 204 

A. The proposed financial metrics reward cost control and guide LUMA’s behavior to 205 

deliver services within the approved budget.  This has been negotiated as part of the      206 

T&D OMA to incentivize LUMA to achieve the desired behavior, and the punishment for 207 
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not achieving the metric is a failure to earn the incentive. Furthermore, Mr. Irizarry fails 208 

to recognize that the T&D OMA already has a strong penalty for not operating within its 209 

budget constraints. If LUMA exceeds its Operating Budget for 3 consecutive years, the 210 

T&D OMA can be terminated. With respect to meeting or exceeding the Operating 211 

Budget, the T&D OMA then has both rewards and penalties. Mr. Irizarry’s position is 212 

one-sided and does not consider this aspect of the T&D OMA as it relates to budget 213 

control.  214 

Q. Does this complete your testimony?  215 

A.  Yes.  216 
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