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GOVERNMENT OF PUERTO RICO  
PUBLIC SERVICE REGULATORY BOARD 

PUERTO RICO ENERGY BUREAU 
 

IN RE: REVIEW OF LUMA’S INITIAL 
BUDGETS 
 

CASE NO.: NEPR-MI-2021-0004 
 
SUBJECT: Informative Motion in Response to 
PREB’s Directives and Requests for 
Information in Compliance with the April 18 
Order  

  
INFORMATIVE MOTION IN RESPONSE TO PREB’S DIRECTIVES AND REQUESTS 

FOR INFORMATION IN COMPLIANCE WITH THE APRIL 18 ORDER 
 

TO THE HONORABLE PUERTO RICO ENERGY BUREAU: 

COMES NOW the Puerto Rico Electric Power Authority (“PREPA”), through its counsel 

of record, and respectfully submits and prays as follows:  

1. On March 14, 2023, PREPA filed with the Honorable Puerto Rico Energy Bureau of the 

Public Service Regulatory Board (“Energy Bureau” or “PREB”), a document titled Request to 

Amend FY2023 PREPA Budget for Implementation of FOMB Certified Fiscal Plan 

Transformation Initiatives (“March 14 Motion”).  

2. Through the March 14 Motion, PREPA impressed upon the Energy Bureau the urgent need 

PREPA has to amend its fiscal year 2022-2023 (“FY2023”) budget to be able to address the Genera 

PR LLC (“Genera PR”) Mobilization Service Fee for effective transformation efforts, necessary 

operations, repairs and maintenance works under the PREPA fiscal plan, and the continuance of 

payments to its pension system. PREPA explicitly stated in the March 14 Motion, that the budget 

amendment request does not impact the energy sales rates, nor it represents a burden to the 

customers, as the update is based on revenues from reimbursed federal funds gathered by PREPA 

during the present and past fiscal years.  

3. After several procedural events and iterations of the budget amendment request on April 
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2, 2023, PREPA submitted to PREB a document titled Modified FY2023 Budget Amendment 

Request for Implementation of FOMB Certified Fiscal Plan Transformation Initiatives and in 

Compliance with the March 25 Order (“April 2 Motion”).  In the April 2 Motion, PREPA 

requested the Honorable Energy Bureau to approve the Modified FY2023 Budget Amendment 

Request for the following amounts:  

 (i) Genera PR Mobilization Funding - $15 million to pay for Genera PR 

Mobilization costs as required under the LGA OMA; (ii) VTP Funding - 

$29.4 million to fund a VTP consistent with PREPA;s obligations under Act 

120-2018 and Act 17-2019; (iii) Pension Funding – $65M for FY2023 

pension funding FY2023 (May and June 2023) while a long-term solution 

is coordinated and implemented with the Central Government (iv) 

Generation Necessary Maintenance Expenses (NME) and Operational 

expenditures - $46.4 million for FY2023, to ensure stability and continuity 

of PREPA’s generation assets through necessary maintenance and repair 

works.  

April 2 Motion p. 18 

4. In response, on April 5, 2023, the Energy Bureau issued a Resolution and Order (“April 5 

Order”) requesting additional information as stated in Annex A of the April 5 Order and also 

determined further responsive information was warranted to evaluate responses to the following 

Commissioners requests, including information from PREPA in the form of:  

a. Detailed information of the Generation NME expenditures, by year, by 
project including crow reference to Scope of Works (“SOW’s”) and Project 
Worksheets (“PW’s”) as well as reimbursement information. 
b. State whether a project was completed or not. 
c. State whether any current NME expenditures caused a deferment to any 
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previously approved project. 
d. Detailed information of operational expenditures with a correlation to the 
Generation NME expenditures. 
e. In the case PREPA understands that projects could cross over to FY2024 
PREPA should state so and detail the amounts for FY2023 and FY2024. 

  
April 5 Order p. 4 
 
5. On April 14, 2023, PREPA submitted a document titled Motion in Compliance with the 

April 5 Order (“April 14 Motion”). Through the April 14 Motion, PREPA submitted its responses 

to PREB’s requirements of information and also an explanation or response to the referenced 

Commissioners’ requests, PREPA also reiterated its request for the Energy Bureau to grant 

approval to the Modified FY2023 Budget Amendment Request.   

6. On April 18, 2023, the Energy Bureau issued a Resolution and Order partially approving 

PREPA’s Modified FY2023 Budget Amendment Request, subject to the FOMB’s March 24 

Resolution1 in the following manner (“April 18 Order”): 

(i) Generation NME and Operational expenditures for FY2023 for 
$13,920,000 to be allocated for the operation and maintenance budget and 
$3,734,000 for the NME Budget for the Budgetary line items and projects 
as outlined in Annex A. 

(ii) Genera PR Mobilization Funding of up to $15 million to pay for Genera 
PR Mobilization costs as required under the LGA-OMA. 

(iii) VTP Funding of up to $29.4 million to fund a VTP program consistent 
with PREPA's obligations under Act 120-2018, as amended by Act 17-
2019. 

(iv) Pension Funding needs of up to $65 million and only for the needs of the 
current FY2023 (May and June). 

 

7. In regard to the Genera PR Mobilization Funding, the Energy Bureau also directed PREPA 

to plan as an additional source of unencumbered funds the Collection Past Due Bills amounts after 

LUMA is able to identify potential offsets to the budgeted bad debt expenses.  

 
1 Financial Oversight and Management Board for Puerto Rico (“FOMB”) letter and Resolution dated March 24, 2023, 
certifying a revised fiscal year 2023 budget for PREPA (“FOMB’s March 24 Resolution”), which the Energy Bureau 
took administrative notice of in the April 5 Order.  
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8. PREPA respectfully requests clarification from the Energy Bureau on its direction “to plan 

as an additional source of unencumbered funds the Collection Past Due Bills amounts after LUMA 

is able to identify potential offsets to the budgeted bad debt expenses.” Does the Energy Bureau 

direction suggest that if the actual Bad Debt for FY2023 is lower by $5 million than the certified 

budget Bad Debt of $74.5 million, the $5 million positive variance may be considered as an 

additional source of unencumbered funds to cover approved FY2023 budget expenses? 

9. Notwithstanding, as part of the certified fiscal plan directives, PREPA informs the Energy 

Bureau it has been working with the central government and public corporations on the collection 

of past due accounts, and on February 2023, PREPA and the Puerto Rico Aqueduct and Sewer 

Authority (PRASA) executed a memorandum of understanding (MOU) whereby PRASA agreed 

to pay $42.5 million to PREPA over a 12-month period. These amounts are primarily related to 

previously disputed invoices for water and energy sales from PREPA to PRASA. 

10. In addition, and as part of PREPA’s efforts to collect on past due bills, PREPA received a 

total of $32.5 million ($20 million on January 11, 2023, and $12.5 million on March 10, 2023) 

from the Medical Services Administration of Puerto Rico (“ASEM”, for its spanish acronym) for 

undisputed amounts, after receiving approval from the Office of Management and Budget (OGP, 

for its Spanish acronym). Furthermore, PREPA is currently engaged in initial conversations with 

OGP to collect pre-commencement (prior to 6/1/2021) accounts receivables from government 

agencies and public corporations via a potential Global Settlement Agreement. 

11. Furthermore, in relation to Pension Funding, the Energy Bureau also ordered PREPA to 

make certain that the PREPA-ERS complies with all applicable laws and regulations and is 

transparent in its reporting before any disbursement of funds to the system. PREPA herein refers 

the Energy Bureau to a letter sent by PREPA to the Puerto Rico Electric Power Authority 
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Employees' Retirement System (“SREAEE”, for its spanish acronym) dated April 13, 2023, and 

subsequent email from the SREAEE to PREPA dated April 19, 2023. PREPA respectfully informs 

the Energy Bureau it is working together with its counsel, the Puerto Rico Fiscal Agency and 

Financial Advisory (“AAFAF”, for its spanish acronym) and the FOMB to ensure that the PREPA-

ERS utilizes all such funding in accordance with applicable law. See, Annex A.  

12. Additionally, in the April 18 Order, the Energy Bureau also ordered PREPA to provide 

supplementary information to further evaluate the appropriateness of the budgetary increase not 

approved to date. Particularly, the Energy Bureau directed PREPA to respond to the Request for 

Information as stated in Annex A of the April 18 Order. PREPA herein provides responses to 

Annex A of the April 18 Order. See, Annex B. 

 
WHEREFORE, PREPA respectfully requests the Energy Bureau to NOTE the above, 

Respond to PREPA’s Request for Clarification and FIND PREPA in compliance with the April 

18 Order.  

RESPECTFULLY SUBMITTED. 

In San Juan, Puerto Rico, this 25th day of April 2023. 
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/s Maralíz Vázquez-Marrero 
Maralíz Vázquez-Marrero 
TSPR 16,187 
mvazquez@diazvaz.law 
 
/s Joannely Marrero-Cruz 
Joannely Marrero Cruz 
jmarrero@diazvaz.law 
TSPR no. 20,014 
 
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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CERTIFICATE OF SERVICE 
 

It is hereby certified that, on this same date, I have filed the above motion with the Office 
of the Clerk of the Energy Bureau using its Electronic Filing System at 
https://radicacion.energia.pr.gov/login, and a courtesy copy of the filing was sent to LUMA 
through its legal representatives at margarita.mercado@us.dlapiper.com and 
laura.rozas@us.dlapiper.com. 

 
In San Juan, Puerto Rico, this 25th day of April 2023. 
 

/s Joannely Marrero-Cruz 
Joannely Marrero Cruz
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  “We are an equal opportunity employer and do not discriminate on the basis of race, color, gender, age, national or social origin, social status, political ideas or affiliation, religion; 
for being or perceived to be a victim of domestic violence, sexual aggression or harassment, regardless of marital status, sexual orientation, gender identity or immigration status; 

for physical or mental disability, for veteran status or genetic information.” 

Puerto Rico Energy Bureau (PREB) Request for Information (RFI) 
Annex A of Resolution and Order of April 18, 2023 

 
 
 

Following, the Puerto Rico Electric Power Authority (PREPA) Operations area answers 

to the PREB RFI regarding PREPA request to update FY2023 Budget: 

I. Table Incremental Operation and Maintenance Budget 

• Item 2 - Additional Materials and Supplies Gen: Conditionally Approved. Please 

provide detailed information for the additional budget request and a Plan for this 

additional budget implementation. 

See the materials, parts and supplies detailed in the attached Excel file “PREPA's 

OM Funding Necessities Fy 2023_04252023Final”1, which includes a summary 

per power plant. 

• Item 3 - Additional Third Party Service for Division of Expenses: Conditionally 

Approved.  Please provide detailed information on the initiatives taken by PREPA 

to implement the Fiscal Plan efficiencies and to reduce the Additional Third Party 

Service for Division Expenses down to affordability. 

See the services detailed in the attached Excel file “PREPA's OM Funding 

Necessities Fy 2023_04252023Final”, which includes a summary per power plant. 

 
1 See, Exhibit A- Excel file “PREPA's OM Funding Necessities Fy 2023_04252023Final” Native version 
submitted by e-mail to the Energy Bureau for uploading to their website.  
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II. Table Incremental NME 

• Item 1 – All Units, Forced Outage – Blanket: Please provide detailed information 

for this additional budget request.  Note: it seems more related to O&M than to 

NME. 

Generating units forced outages may occur due to different operational conditions 

of the electrical system, including failures of multiple elements and components of 

such units.  Depending on the damaged part, material, element, or component, its 

replacement cost may be classified as an operational and maintenance (O&M) 

expense or a Necessary Maintenance Expense (NME), according to PREPA’s 

financial procedures.  Therefore, based on the knowledge and experience of 

PREPA’s employees working with these tasks, especially during the past year, it 

was proposed a contingency blanket of $8,000,000 to cover any NME expenses 

caused by unforeseen forced outages.  As this is a contingency fund, it would only 

be used in case of forced outages and any unused amount of these funds would 

be returned to the federal reimbursed funds accounts.  This, as certified by PREPA 

in its request to the PREB and the FOMB. 

• Item 2 – All Units, Cost of Living Increase – Blanket: Please provide any valid data 

to justify the request. 

As it is commonly known, the supply chain of many goods and services have been 

disrupted due to several reasons, including, without limitation, the COVID 
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pandemic, the war at Ukraine, and the shortage of raw materials like metals.  

These conditions, among others, have affected the global market and the inflation 

has increased significantly during recent years.  It is stressed that Puerto Rico and 

PREPA have also been affected by this inflation situation and, particularly during 

the last year, PREPA has been forced to approve services contracts with costs 

much higher than the original estimates, as all the proposals received have higher 

prices than those historically paid for the same services.  Therefore, based on the 

knowledge and experience of PREPA’s employees working with these tasks, 

especially during the past year, it was proposed a contingency blanket of 

$2,000,000 to cover any additional NME expenses caused by unforeseen high 

costs due to inflation.  As this is a contingency fund, it would only be used in case 

of unforeseen high costs and any unused amount of these funds would be returned 

to the federal reimbursed funds accounts.  This, as certified by PREPA in its 

request to the PREB and the FOMB. 

• Item 3 – Palo Seco, Auxiliary Equipment: Project approved by FEMA under PW 

#10606 SOW #4081 associated to this Unit.  Please explain the need for additional 

funds. 

The requested NME funds are intended for conducting the required environmental 

works and other repairs in the generating unit, which are not included in the above 

referenced PW.  As has been explained previously by PREPA, the generating 

units’ repairs SOWs submitted for FEMA’s approval do not consist in a total 

overhaul of the unit, as they only are intended to repair major components of the 
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unit to increase its dependability and availability.  Hereby, PREPA clarifies that the 

scope of work of the PW approved for this unit is different from the scope of work 

of conducting the proposed NME works.  This unit must be taken out of service for 

an environmental work as soon as possible, even if it is to conduct a partial 

environmental scope of work, which can be executed with at least approximately 

$700,000.  PREPA has already requested the EPA for two extensions for 

conducting these works and cannot keep postponing the same. 

• Item 5 – Costa Sur 6, Environmental: Please provide detailed information for this 

additional budget request.  Note: it seems more related to O&M: cleaning of boiler 

furnace. 

The requested NME funds are intended for conducting the required environmental 

works and other repairs in the generating unit.  It is clarified that “cleaning of boiler 

furnace” is just one of the works that are required to be executed during an 

environmental work. Given the generating units’ current conditions, the 

environmental works require PREPA to replace certain parts and components or 

to conduct repairs that are classified as an NME expense, according to PREPA’s 

financial procedures.  For example, there are components that shall be replaced 

during an environmental work that could cost from $200,000 to $500,000 for just 

one generating unit.  A typical environmental work in one generating unit has an 

estimated cost of approximately $1,500,000.  Conditioned to PREB’s approval of 

the budget amendment, this unit’s environmental work can start the first week of 
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May 2023 and end by the last week of the same month, before the peak of the 

hurricane season. 

• Item 6 – Costa Sur 5, Environmental and Programmed Outage: Please provide 

detailed information for this additional budget request.  Note: it seems more related 

to O&M: cleaning of boiler furnace.  Also, FEMA Approved Project #672950 

PW#10702, SOW's #3050, #3051 and #3058 seems related to this work. 

The requested NME funds are intended for conducting the required environmental 

works and other repairs in the generating unit.  It is clarified that “cleaning of boiler 

furnace” is just one of the works that are required to be executed during an 

environmental work. Given the generating units’ current conditions, the 

environmental works require PREPA to replace certain parts and components or 

to conduct repairs that are classified as an NME expense, according to PREPA’s 

financial procedures.  The requested NME funds are not included in the above 

referenced PW.  As has been explained previously by PREPA, the generating 

units’ repairs SOWs submitted for FEMA’s approval do not consist in a total 

overhaul of the unit, as they only are intended to repair major components of the 

unit to increase its dependability and availability.  Hereby, PREPA clarifies that the 

scope of work of the PW approved for this unit is different from the scope of work 

of conducting the proposed NME works.  Conditioned to PREB’s approval of the 

budget amendment, this unit’s environmental work can start the last week of May 

2023 and end by the last week of June 2023, before the peak of the hurricane 

season. 
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• Item 7 – Costa Sur 1-1, Bearing 2 Improvement: Please provide detailed 

information for this additional budget request.  Note: There is an approved SOW 

by PREB Project #164988 totaling $45.20M related to this unit. 

The requested NME funds are intended for conducting repairs to this generating 

unit and are not included in any PW approved by FEMA.  In the case of existing 

peaking and black-start units, FEMA will not approve funds for both, repairing and 

replacing these units.  Using the available FEMA funds more effectively, PREPA 

decided to submit for FEMA’s approval, the replacement of the eleven peaking and 

black-start units approved by the PREB.  However, as it is expected that the 

procurement and installation of the new peaking and black-start units will take 

approximately twenty-four to thirty months, PREPA determined that repairing 

several peaking units will support the reliable and safe operation of the electrical 

system while the new units are installed. Therefore, as FEMA will not approve 

funds to repair units where the new peaking and black-start units will be installed, 

PREPA needs to use its own NME funds to conduct such repairs. 

• Item 8 – Aguirre, Boiler Improvement U-2 - Aguirre Steam Plant: Please provide 

detailed information for this additional budget request.  Note: FEMA Approved 

Project #669233 PW #10568 includes subjects associated with the described 

scope. 

The requested NME funds are intended for conducting repairs to the generating 

unit that are not included in the above referenced PW.  As has been explained 

previously by PREPA, the generating units’ repairs SOWs submitted for FEMA’s 
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approval do not consist in a total overhaul of the unit, as they only are intended to 

repair major components of the unit to increase its dependability and availability.  

It is stressed that each one of the major components of a steam generating unit 

consists of multiple parts that can be replaced or repaired separately.  Hence, even 

though the same major component could be addressed in different requests, the 

scopes of work differ from each other.  Hereby, PREPA clarifies that the scope of 

work of the PW approved for this unit is different from the scope of work of 

conducting the proposed NME works, which only include repairs to the main steam 

and air heater components. 

• Item 9 – Aguirre, Boiler Improvement U-1 - Aguirre Steam Plant: Please provide 

detailed information for this additional budget request.  Note: FEMA Approved 

Project #669233 PW #10568 SOW #2029 includes subjects associated with the 

described scope. ($5.98M) 

The requested NME funds are intended for conducting repairs to the generating 

unit that are not included in the above referenced PW.  As has been explained 

previously by PREPA, the generating units’ repairs SOWs submitted for FEMA’s 

approval do not consist in a total overhaul of the unit, as they only are intended to 

repair major components of the unit to increase its dependability and availability.  

It is stressed that each one of the major components of a steam generating unit 

consists of multiple parts that can be replaced or repaired separately.  Hence, even 

though the same major component could be addressed in different requests, the 

scopes of work differ from each other.  Hereby, PREPA clarifies that the scope of 
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work of the PW approved for this unit is different from the scope of work of 

conducting the proposed NME works, which only include repairs to the unit’s 

generator.  On the other hand, the PW works did not include the generator, as they 

only included the unit’s steam turbine.  It is explained that PREPA’s operational 

staff usually refer to both, the turbine and generator, as the turbogenerator, as the 

latter term really refers to the bundle of the turbine plus the generator.  PREPA is 

aware that the interchangeable use of the term “turbogenerator” may cause 

confusion, so it will use the specific terms in next documents. 

• Item 13 to Item 18 – Hydrogas: SOWs were previously approved by PREB for 

these works, except Item 17, which was approved in the Resolution and Order of 

April 18, 2023.  Please indicated if these SOWs were presented to FEMA/COR3? 

These SOWs were not submitted for FEMA’s approval.  The requested NME funds 

are intended for conducting repairs to the peaking generating units and are not 

included in any PW approved by FEMA.  In the case of existing peaking and black-

start units, FEMA will not approve funds for both, repairing and replacing these 

units.  Using the available FEMA funds more effectively, PREPA decided to submit 

for FEMA’s approval, the replacement of the eleven peaking and black-start units 

approved by the PREB.  However, as it is expected that the procurement and 

installation of the new peaking and black-start units will take approximately twenty-

four to thirty months, PREPA determined that repairing several peaking units will 

support the reliable and safe operation of the electrical system while the new units 

are installed. Therefore, as FEMA will not approve funds to repair units where the 
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new peaking and black-start units will be installed, PREPA needs to use its own 

NME funds to conduct such repairs. 
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