
GOVERNMENT OF PUERTO RICO  
PUBLIC SERVICE REGULATORY BOARD 

PUERTO RICO ENERGY BUREAU 
 
IN RE:  DESIGN OF FUEL 
PROCUREMENT HEDGING STRATEGY 
PROGRAM FOR THE PUERTO RICO 
ELECTRIC POWER AUTHORITY 
 

CASE NO.: NEPR-MI-2022-0004 
 
SUBJECT: Motion in Compliance with the 
December 15 Resolution and Order 
 

 
MOTION IN COMPLIANCE WITH THE  

DECEMBER 15 RESOLUTION AND ORDER 
 
TO THE HONORABLE ENERGY BUREAU:  

COMES NOW the Puerto Rico Electric Power Authority (PREPA), and through its 

counsel of record, respectfully submits and requests as follows:  

 
1. On October 13, 2022, the Puerto Rico Energy Bureau of the Public Service Regulatory 

Board (the “Energy Bureau”) issued a Resolution and Order (“October 13 Order”) in which it 

informed that it had determined to initiate the case of caption with the intent of developing and 

implementing a hedging program for PREPA’s purchase of fuels in future markets, based on the 

need to mitigate the cost of purchase of fossil fuels used to generate electric power in Puerto Rico 

(“Hedging Program”).  

2. The October 13 Order described the design of the Hedging Program as consisting of two 

phases. As part of phase one of the Hedging Program design, the Energy Bureau ordered PREPA 

to respond to the following requests for information (RFIs):  

(1) What is PREPA's current generation input fuel exposure by fuel 
source/plant? 

(a) Current natural gas, fuel oil, and diesel forecasts (volume and per 
unit price). 
(b) Renewables portfolio related data. 

 (2) How many suppliers/contract agreements are currently in place to cover 
this exposure? 

(a) Current energy commodity supply/sales agreements. 
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(b) Any currently procured positions/confirmations. 
(3) How are commodity budgets for Input Fuel procurement set? 

 (a) Any documentation tied to natural gas, fuel oil and diesel 
budgets (volume and per unit price) setting methodology. 

 (4) What type of formal documentation is already in place to manage 
energy procurement/ hedging? 

(a) Any Procurement/Hedge Based Policy and Procedural 
Documentation 
(b) Documentation that will help the Energy Bureau ascertain 
PREPA's energy commodity procurement: 

(i) Objectives 
(ii) Risk Tolerances 
(iii) Governance/internal controls 
(iv) Reporting requirements 
 

3. On November 4, 2022, PREPA submitted a document titled Motion in Compliance with 

the October 13 Resolution and Order submitting responses to the above-cited RFIs (“November 4 

Motion”).  

4. On December 15, 2022, the Energy Bureau issued a Resolution and Order (“December 15 

Order") in which it determined that PREPA’s November 4 Motion did not comply with the 

October 13 Order and that pursuant to the RFI 4(a) and 4 (b) the Authority needed to provide the 

following information:  

(1) Policy and Procedure documents; 
(2) Documentation for the Energy Bureau to ascertain PREPA's energy 
commodity procurement (Objectives, Risk Tolerances, 
Governance/internal controls, Reporting requirements); 
(3) Any pertinent management meeting notes for input fuel 
procurement/hedge activity; 
(4) Any Energy Commodity Procurement or Hedge Based Policy and 
Procedural Documentation available (e.g., Standard Operational Procedures 
(SOP), Operational Procedures (OP), Guidelines, Protocols, Manuals, 
Regulations, PREPA's Governing Board Resolutions, etc.).  

 
5. In the alternative, the Energy Bureau ordered that in case the requested documentation did 

not exist PREPA has to certify that it “does not have Energy Commodity Procurement or Hedge 

Based Policy and Procedural Documentation”.  



6. In compliance with the December 15 Order, PREPA submits its responses to the Energy 

Bureau’s request for information attached as Exhibit A. 

WHEREFORE, PREPA respectfully requests the Honorable Energy Bureau to note 

PREPA’s compliance with the December 15 Order.  

RESPECTFULLY SUBMITTED. 

In San Juan, Puerto Rico, this 20th day of December 2022. 

 
Katiuska Bolaños-Lugo 
TSPR No. 18,888 
kbolanos@diazvaz.law 
 
s/ Joannely Marrero Cruz 
Joannely Marrero Cruz 
TSPR No. 20,014 
jmarrero@diazvaz.law 

 
       DÍAZ & VÁZQUEZ LAW FIRM, P.S.C.  

290 Jesús T. Piñero Ave. 
Oriental Tower, Suite 803 
San Juan, PR  00918 
Tel. (787) 395-7133 
Fax. (787) 497-9664 
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Questions and Responses to the December 15 Order 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 



 

 
 
(4) What type of formal documentation is already in place to manage energy 
procurement/hedging? 
 

(a) Any Procurement/Hedge Based Policy and Procedural 
Documentation 
 

Response: In regard to documentation or procedure already in place to manage energy 
procurement/hedging: 
 

o To manage fuel procurement, the Puerto Rico Power Authority (PREPA) 
has a manual titled Procedimiento para la Compra de Combustibles, 
Productos Derivados del Petróleo y Servicios Relacionados 
(attached). Also, PREPA has contractual agreements with various fuel 
suppliers, depending on the fuel types and volumes required, all of which 
establish the way procurement is to be managed.  Such fuel contracts follow 
the applicable laws, codes, regulations, guidelines, best management 
practices, etc.   

o PREPA is a public corporation designated by the Financial Oversight and 
Management Board for Puerto Rico (FOMB) as a “covered territorial 
instrumentality” pursuant to section 101 (d) of the Puerto Rico Oversight, 
Management, and Economic Stability Act (PROMESA).1 PREPA is subject 
a voluntary petition for adjustment of debts pursuant to Section 304 (a) of 
PROMESA (the “Title III Petition”)2. The Title III Case is pending before the 
United States District Court for the District of Puerto Rico (the “Title III 
Court”). As such, all of PREPA’s fuel contractual agreements must be 
approved by the FOMB before its eventual execution.  

o PREPA does not have Energy Commodity Procurement or Hedge Based 
Policy and Procedural Documentation.  In a prior attempt for hedging 
implementation, PREPA learned that such policies were of no benefit to 
PREPA, since PREPA is an end user of fuel in order to produce power.  

  
  (b) Documentation that will help the Energy Bureau ascertain 
PREPA's energy commodity procurement: 

  
  (i) Objectives- PREPA’s main objective for fuel procurement is to supply its 
facilities with the fuel required for its power generation.  Such fuel shall meet all required 
and applicable quality standards, in order for PREPA to comply with all environmental 
laws and regulations.  
   
  (ii) Risk Tolerances- PREPA uses a defined fuel cost calculation per fuel 
type, which references market prices (escalator) and adds supplier delivery costs 
(differential or adder). 

 
1 PROMESA has been codified in 48 U.S.C. §§ 2101–2241. 
2 In re P.R. Elec. Power Auth., Bankruptcy Case No. 17 -BK-4780 (LTS) (D.P.R. July 7, 2017) (the “Title III Case”).  



 

  
  (iii) Governance/internal controls- PREPA follows applicable laws, codes, 
regulations, guidelines, best management practices, etc., and all its fuel procedures and 
contractual agreements must be approved by the FOMB. 
   

(iv) Reporting requirements- PREPA complies with providing reports to the 
Energy Bureau, PREPA’s Governing Board, Puerto Rico Comptroller Office and other 
applicable government entities, as per their orders or requests. 
 
 
The officials from PREPA’s fuel office remain available to confer should any outstanding 
or additional questions arise.  
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