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- TRANSCRI PT OF PROCEEDI NGS -
VOLUME |
TUESDAY, FEBRUARY 7, 2023
[ TIME NOTED:  9:40 A.M]

MR, SEI LHAMER Good norning. It's
9:40 a. m on Tuesday, February 7, 2023, and we are
commencing the evidentiary hearing in Case Nunber
NEPR- AP- 2020- 0025 in regards to the performance
targets for LUVA Energy Servco LLC

For the record, |I'mAttorney Dennis
Sei |l haner and |'ve been designated by the Energy
Bureau to be the hearing exam ner for this
evi dentiary hearing.

The Energy Bureau issued a resolution
on January 27, 2023, in which it infornmed that the
evidentiary hearing wll be conducted in a hybrid
model . As so, only participants who have previously
requested authorization to access the hearing
renotely will be allowed to do so.

This nmorning we are joined by Edison
Aviles Deliz, Chairman of the Energy Bureau of
Puerto Rico Public Service Regul atory Board, and
associ ate conm ssioners Lillian Mateo Sant os,
Fer di nand Ranpos Soegaard, Sylvia Ugarte Araujo and

and Antonio Torres M randa.

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page

Finally, Jay Giffin, Ben Havumaki
and M guel Tulla also joins us today as the Energy
Bureau's technical consultants.

Act 17-2019, known as the Puerto R co
Energy Transformation and Relief Act, as anended,
provi ded the Energy Bureau with the authority to use
al ternative nechanisms to cost-base regulation for
conpl i ance and inplementati on of the objectives
established in the law, including nechanismfor
I ncentives and penalties based on perfornmance
metrics for electric service conpanies and strict
conpliance with the Energy Bureau orders.

On Decenber 23, 2020, the Energy
Bureau issued a resolution and order under Case
Nunber NEPR-M -2019-0007 through which it comrenced
a proceeding to establish the baseline and the
targets and m ni mum conpliance benchmarks w th which
the Puerto Rico electric system should conply.

On June 22, 2020, LUMA Energy Servco,
PREPA, and the Puerto Rico Public-Private
Partnership Authority entered into an operation and
mai nt enance agreenent under which LUVA agreed to
manage PREPA transm ssion and distribution system

As such, on Decenber 23rd, 2020, the

Energy Bureau issued a resolution and order that
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began the process of evaluating and establishing the
performance target and performance-assisted
mechanismto be applied to LUVA

On COctober 14, 2022, the Energy
Bureau issued a resolution and order to which it
establ i shed the procedure cal endar for this case.
As so, the order established this week in the agenda
for the evidentiary hearings. okay.

Due to the nature of the hearing, it
w || be conducted in the English | anguage with --
simul taneously, and it will also be translated
si mul taneously in Spanish. This should not prevent
the witnesses to present their argunents or answer
questions in the Spanish | anguage.

In order to facilitate true
eval uation, the Energy Bureau has established
gui delines which will apply to all participants in
the evidentiary hearing. The purpose of this
evidentiary hearing and guidelines is to enable the
Energy Bureau to conduct an effective and efficient
process while giving all parties a reasonable
opportunity to question w tnesses.

It is the Energy Bureau's intention
to establish a productive and effective conversation

t hrough this process in which the parties can inform
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and educate the Energy Bureau in order to put them
in a position to nake a determ nation on matter at
hand.

The Energy Bureau has organi zed the
questioning of the w tnesses by subject matter
panels. Wtnesses will not -- will not read their
testinony nor make an opening statenment. Al panels
will begin with questions by the Energy Bureau
consultants to the wtnesses followed by questions
fromthe intervenors and, lastly, questions from
LUVA.

The Comm ssioners will also be
al lowed to ask questions at any tine during this
process. The identified witnesses are expected to
be able to respond to cross-exam nation, his or her
testinony, discovery responses or technical
statenents pertaining to each topic area.

While topic overlap i s expected,
questions will be expected to stay within the rough
bal ance of the topic area for each panel. Redirect
examnation will be permtted at the Energy Bureau's
discretion and only if there's time remaining of the
particul ar panel.

Wth respect to questions asked by

LUMA or intervenors, only one attorney from each
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party may ask questions on a particul ar panel
regarding a specific subject topic. However,
different attorneys froma party may ask questions
providing they address during a different panel.

Once an attorney asks a question in a
specific panel, no changes except party attorneys
w || be allowed unless extraordinary circunstances
regard to do so.

I n answering questions, all wtnesses
must refrain fromrepeating answers previously
given. Their responses nust be succinct and
sufficient to adequately answer question. Only the
person to whomthe question is addressed nmay answer
t hat questi on.

Wth the intent to pronote an orderly
and productive hearing, the followng rules -- the
followng rules will govern the process:

Bef ore asking any question or
addressing the Energy Bureau, all deponents nust
identify thenselves for the record by stating their
name and the party they represent and in what
capacity.

Pl ease open the m crophone to speak
and when finished, turn it off.

I n each session of questions, the

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 10

Energy Bureau will be the first to ask questions to
the w tnesses.

The Energy Bureau technical
consultants wll read each topic of questions.

Di scussion of confidenti al
information is not allowed.

No statenments are allowed before,
during or after the hearing.

The hearing examner will strictly
adhere to the hearing tinmeline. However, if tine
remains after initial rounds of questions are over,
t he hearing exam ner may al |l ow additional question
rounds.

The hearing will be recorded in audio
and video, which will |ater be available to al
parties on the Energy Bureau's website. The hearing
w |l be stream ined both in English and Spani sh at
the Bureau's website.

Make sure phones are off so we don't
have any interruptions.

W hope that today we can conduct an
efficient and productive hearing that will help the
Energy Bureau devel op a nore conprehensive record.
Thank you all for your participation and

col | aboration in this process.
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Before proceeding, | would like to
ask the Comm ssioners if they have any opening
comment s.
CHAI RMAN AVI LES: (I n Spanish).
MR SEILHAMER |'mgoing to go
through list of intervenors in the -- for the case

and who asked to be present.
| ndependent Consuner Protection
O fice.
DI AZ:  Here.
SEI LHAMER:  LECO.
MURTHY: Hi, good norning.
SEI LHAVER:  PREPA
UNI DENTI FI | ED SPEAKER:  Good nor ni ng.
SEI LHAMER: | CSE.
VAZQUEZ: [ Gesturing.]
SEI LHAMER:  And of course LUMA.
MERCADO  Good nor ni ng.
SEI LHAMER: Prior to taking the

2339

2P 3 DD

oath for the wi tnesses, the agenda as established in
the resolution of Friday, February 10, 2023, calls
for the norning session to be the general approach
to performance netrics and the w tnesses that have
been listed either for direct testinony or rebuttal

are the followng -- if I'"mmssing soneone, this
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wll be the time to let me know.

In the case of LUVA, we have Mario
Hurtado, Donald Hall, Branko Terzic and Juan Lara.

MS. MERCADO. For LUMA, those are our
direct w tnesses.

MR, SElI LHAMER: And then LECO has
Agustin Alexi Irizarry Rivera and José Al aneda
Rosado.

MR, MURTHY: Those are our w tnesses.
Thank you, Your Honor.

MR, SEI LHAMER  Ckay.

Prior to the beginning of today's
hearing, | nmet with the attorneys and we agreed to
mark all the direct testinmony and rebuttal s as
exhibits. And, as so, we have already nmarked the
ones for the norning session. And |I'mgoing to read
the -- each exhibit that was marked so you guys have
it for your internal records and for your questions.

Exhi bit Nunber 1 is the direct
testinmony for Mario Hurtado.

[ Exhi bit Nunmber 1 was marked for
i dentification.]

MR, SEI LHAMER  Exhibit Nunber 2 is
the rebuttal testinmony for Mario Hurtado for
March 3, 2022.
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[ Exhi bit Nunmber 2 was marked for
I dentification.]
MR SEI LHAMER:  Exhibit Nunber 3 is
the rebuttal for Mario Hurtado, April 27, 2022.
[ Exhi bit Nunmber 3 was marked for
I dentification.]
MR SEI LHAMER:  Exhibit Nunber 4 is
rebuttal for Donald Hall.
[ Exhi bit Nunber 4 was marked for
I dentification.]
MR SEI LHAMER: Exhibit Number 5 is
rebuttal of Branko Terzic.
[ Exhi bit Nunmber 5 was marked for
I dentification.]
MR SEI LHAMER  Exhibit Nunber 6 is
rebuttal, Juan Lara.
[ Exhi bit Nunmber 6 was marked for
I dentification.]
MR SElI LHAMER: Exhibit Nunmber 7 is
testinmony for Agustin Irizarry, Novenber 17, 2021.
[ Exhi bit Nunmber 7 was marked for
I dentification.]
MR SEI LHAMER: Exhibit Nunmber 8 is
testinony for José Al aneda.
[ Exhi bit Nunmber 8 was marked for
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i dentification.]

MR, SEI LHAMER  And Exhi bit Number 9

Is testinony for Agustin Irizarry, March 22, 2022.
[ Exhi bit Nunmber 9 was marked for
i dentification.]

MR, SEILHAMER:. Wth that being said,
then we are going to proceed to take the oath of al
of the witnesses for the norning panel and we are
al so going to include the court reporter, the
hearing reporter, M. Dennis Zanbataro, to take oath
at this tine.

[ DENNI S ZAMBATARO Court Reporter, was first duly
sworn by the Hearing]

MR, SEI LHAMER. Do you affirmthat
the testinony that you will provide today is true,
correct and based on your own and personal know edge
and that to the best of your understanding, none of
the information you will provide in today's hearing
I's msleading or untruthful.

[ MARI O HURTADO, JUAN LARA, DONALD
HALL and BRANKO TERZI C for LUMA and AGUSTI N | Rl ZARRY
R VERA and JOSE ALAMVEDA for LECO were first duly
sworn by the Hearing O ficer and Notary Public

Denni s Sei | haner:
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[All witnesses responded
affirmtively.]

MR. SEILHAMER: Let the record
reflect that all w tnesses answered in the
affirmative.

As previously stated, then, we are
going to let the consultants for the Bureau start
their questions to the w tnesses.

MS5. MERCADOC. This is Margarita
Mercado for LUMA, if | nmay.

MR. SEI LHAMER:  Yeah.

MS. MERCADO. | have two housekeeping
matters that | would |like to address.

First, to confirmthat |ive
translation, if a wtness testifies or questions are
asked in Spanish, to confirmthat all in the room
wll be able to hear the live translation in the
| anguage of the proceedings, which is English.

MR. SEILHAMER: Well, if someone has
a problemw th one of the |anguages they should
request at this tine the headphones so they have
t hem avai | abl e.

So if there's soneone in the room --

M5. MERCADO. Yes, so we have two

native -- three -- two native English speakers.

Ver bati m Reporting PR
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MR, SEI LHAMER  English speaking. So
we woul d need the translation in Spanish.

If we can request two hearings for
the w tnesses.

MS. MERCADO. And to clarify, then,
the record will be the official record both in
Spani sh and English if someone speaks in Spanish?
It's just for the matter of the record howit's
going to be reflected.

MR. SEILHAMER: Well, the hearing is
going to be in English. |[If soneone speaks in
Spani sh, you know, it's on the record at that
preci se nonent --

MS. MERCADO. Yeah.

MR, SEI LHAMER -- so that testinony,
there's not nmuch we can do. We'Ill have the
translation and the hearings in English so you can
go over it. But once he's testified in a | anguage,
it's there in the record.

MS. MERCADO. (kay. Yeah.

So, since the ruling was that the --
we understood that the official record would be
fully in English and that there would be
translations as needed for all -- to make sure we

understand - -
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MR. SEILHAMER: Correct. But the
problemis that we don't have -- unless |I'm not
aware, unless LUVA has a translator, if you guys
have a translator that was approved and then once he
testifies in Spanish, that will be translated in
English, then that coul d have been the case.

M5S. MERCADO. But we asked about this
and since the ruling was that it was in English, we
t hought that the rule would be live translation to
Engl i sh.

MR, SEI LHAMER Well, there's going
to be the streamng in English, so they are going to
have access to what's being said in the other
| anguage. So. ..

MS. MERCADO.  Ckay.

COW SSI ONER MATEQ:  The interpreter
that is being used by the Bureau for the use of the
channel, is going to be switching fromEnglish to
Spani sh and back, depending on who is asking
questi ons.

So peopl e who need transl ation need
to have the headset in order for that to work. And
the audio is going to be switching fromlanguage to
| anguage.

M5. MERCADO.  (kay.
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COW SSI ONER MATEG: So today we
don't have two channels, one in Spanish and one in
English. He is switching fromone | anguage to the
ot her.

MS. MERCADO. Can we request an extra
set of headphones for our table?

MR, SEI LHAMER  You have -- right
there, you have one.

MS. MERCADG. Thank you. Ckay.

MR VAZQUEZ: We will be requesting
al so one set of headphones.

UNI DENTI FI ED SPEAKER.  Me t oo.

COW SSI ONER MATEQ  They were
avai l abl e at the entrance and you shoul d have
requested them So go, please, to the entrance and
sign for them

MR. SEILHAMER: So let's take a

two-mnute recess and then we'll get back to
what ever -- other housekeeping issues that are
pendi ng.

[ Wher eupon, a recess transpired from 9:56
a.m until 9:59 a.m]
MR, SEI LHAMER  Any ot her issues? |
don't know if you were finished.
MS. MERCADO. Yes, | have.

Ver bati m Reporting PR
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Again, Margarita Mercado for LUVA and
good morning to all

The ot her housekeeping matter is we
have the protocol that the Energy Bureau issued on
January 30, 2023, and it's just to clarify
Subsection 7, Item7 and 8 on the docunents that the
W t nesses may have with themwhile testifying.

We understand that both Itenms 7 and 8
provi de that w tnesses should not have other
docunents, testinonies with them

On behal f of LUMA, we're okay with
W t nesses taking notes in blank |egal pads. But to
clarify, that no docunents -- should be no other
docunents other than the exhibits should be on the
tabl e.

MR SEI LHAMER And | don't have it
wth nme right now, but based on your read, it's
pretty straightforward. So, yeah, other than the
| egal pads to, you know, take notes, that's the
ruling.

MS. MERCADO. Ckay. So we would ask
then that the w tnesses renove docunents fromthe
t abl es.

MR. SEILHAMER: |f there are any

docunents on table, please --
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COW SSI ONER MATEG.  Yeah, you
shoul dn't have anything that woul d hel p you testify
except the exhibits that the person asking you the
questions is going to make reference to, and the
not epads.

MS. MERCADO. Thank you.

A then the final matter from LUVA,
regarding the order of the w tnesses, we do
understand that the Energy Bureau has discretion on
the order.

Qur proposal is that to facilitate
questioning for all counsels and for consultants, if
it's possible within the order that the Energy
Bureau and consultants want to followw th the -- in
the panel, to finish with one witness and then
exam nations for all the intervenors and for LUVA to
be conducted per wtness.

And we do understand that you could
recall or re-ask a question to a prior wtness, but
| think it would be -- it would help us as attorneys
I f we conduct exam nations by witness rather than
doi ng an exam nation after a few hours of testinony.

MR, SEI LHAMER  Li ke we nentioned in
our opening statements, our consultants are going to

start their questioning to witnesses and once they

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1

Page 21
are done, we are going to go to the other
I nt ervenors.
Cbviously, if we have to ask
questions later on, we'll call back the w tnesses.

But that's the order, basically.

We're not going to start asking
questions, LUMA, and then junp to intervenors and
then come back to LUVA. So there's going to be that
type of order in terns of the questions.

MS. MERCADO. (Ckay. And sorry if |
m sspoke. Qur proposal is you can do LUMA first and
then intervenors, but one wtness, all questioning,
finishing wth that witness, and then nove to the
next W tness.

So in the order that you choose, but
W t ness by witness.

MR, SEI LHAMER  That would alter the
preparation of our consultants. The consultants
wi |l ask questions and try to be specific, but they
al ready have a preparation.

And it may happen that a question
that will be asked will be to a different one. They
will try to adhere to that request as much as
possi bl e.

But there will be tinmes that another
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W tness wthin the panel would need to answer a
question and that's out of my control.

MS. MERCADO  (kay.

COW SSI ONER MATEQ:  The conveni ence
and the purpose and intent of having a panel was to
talk wth all of the witnesses on the sane topic at
that time rather than having to call them at
different times during the hearing.

So |ike the hearing exam ner, to the
extent possible, will have sone |atitude. But
that's why they are seated in a panel rather than
cal ling each individually.

MS. MERCADO.  Not ed.

And then just one final request from
LUMA or proposing a concern that we have. As you
know, at |east two of LUMA'sS witnesses, Dr. Juan
Lara and Branko Terzic are rebuttal wtness. That
means that they provided testinony in response to
the testinonies that were filed first by experts for
LECO Irizarry and Al aneda.

So we propose that a better course of
proceedi ngs would be for the LECO wi tnesses to be
questioned first and then the LUVA w t nesses, who
are here to rebut their position then have a second

turn, so for themto go first.
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MR, SEI LHAMER  And the answer will
be sanme: Qur consultants have done preparation and
t hey al ready have a ganme pl an.

Basically, they wll try to adhere to
your position as nuch as they can, but if at sone
point, they need to point out sonething about the
rebuttal, they will be allowed to do so.

MS. MERCADO  Ckay.

MR, SEI LHAMER  Can we have a
two-m nute recess?

MS. MERCADO.  Yes.

[ Wher eupon, a recess transpired from 10: 05
a.m until 10:08 a.m]

MR. SEILHAMER. We're ready, then, to
start with questions for the witnesses. Please, I'm
going to -- and this mght sound repetitive and it
wi || continue on through the course of the day --
pl ease, every time one of the w tnesses speak, for
the record, just identify yourself so we can in the
transcript know who is actually speaking.

So | would appreciate that and | know
we are going to tend to forget at sonme point but we
at least try to nake the effort.

Wth that being said --

MS. MERCADO. Sorry to interrupt,
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Margarita Mercado for LUVA

Just for the ruling on our |ast
request --

MR, SEI LHAMER  Just as | stated,
that we are going to try to adhere to it, but there
will be times that our consultants, based on their
notes and their |line of questioning, they m ght need
to ask questions to one of the w tnesses that m ght
be part of the rebuttal, and it wll be allowed.

But they will try to adhere at first to the direct
t esti nony.

MS. MERCADO. Thank you.

MR, SEI LHAMER  So then we are going
to start our questions.

Go ahead.

MR CGRIFFIN. Good norning. Jay
Giffin, consultant for the Energy Bureau.

MARI O HURTADQ
havi ng been previously duly sworn, was exam ned and
testified as follows:

EXAM NATI ON
BY MR GRI FFI N:

Q My first set of questions are for
M. Hurtado.
Good morning, M. Hurtado. Just, could
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you state your name and position for the record.

A Good nmorning. M nanme is Mario Hurtado,
I'mchief regulatory officer for LUVA

Q Coul d you state your role as a LUVA
witness in relation to the others in submtting your
testinony?

A Yes. |'m appearing on behalf of LUMA and
ny testinony covers the general principles behind
the performance nmetrics and sone rebuttal and
specific points brought by intervenor w tnesses.

Q Geat. Thank you.

Can you explain your overall role in
devel oping LUVA' s proposal s for Annex |IX

A Yes. For the record, nmy overall role was
as vice president in charge of regulatory. And as
regul atory officer, | oversaw the preparation of the
materials and participated in some of the work to
put together the proposed performance netrics during
the front-end transition and subsequently in the
different stages of the -- this case.

Q Thank you very much for that.

And |'mgoing to nove now to your direct
testinony, | have sone questions there.
The first one, the Wtness section, the

lines 80 to 115. And this is inrelation to the
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question to describe the process --
[ Reporter requests clarification.]
MR CRIFFIN. So you want ne to
repeat the question?
BY MR GRI FFI N:

Q |'mreferencing his testinmony and the
questions in the testinony itself. |[It's lines 80
and 81.

M5. MERCADO This is Margarita
Mercado for LUMA. | would ask that -- | understand
that the consultant is referring not Exhibit 1.

|f the exhibit could be shown to the
W tness since there's a question on the particular
lines fromthe testinony.

MR. GRIFFIN  Yeah.

MS. MERCADO  Thank you.

THE WTNESS: Wile he does that,
you're referring to the initial testinony,
August 20217

MR CRIFFIN Correct. Exhibit 1.

MS. MERCADO  Excel |l ent.

MR CGRIFFIN. And |I'mgoing to ask
about your Exhibits 1 and 2, if it's avail able.
BY MR GRI FFI N

Q |'mreferring to the section lines 80 to
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115, if you want to open up to that.

A [ Wtness conplies.]

Q So the question that you were asked here,
this is for the court reporter: Describe the
process followed to revise Annex I Xto LUMA -- to
submt with LUVA's performance nmetrics targets.

So the question that | have for you in
here: Can you state for the record how many tines
LUVA submtted Annex | X?

A To whon?

Q To the Bureau. | believe there have been
multiple versions of revisions, just so we're clear.

A So to ny understanding, there are three
main submttals. The first one is in February of
2021. The second one is Septenber/Cctober of 2021
after the Bureau opened this current docket case.

And the third one was upon follow ng a
resol ution and order fromthe Bureau to add netrics.

We submitted a third revised Annex I X in
Cct ober of 2022.

Q Ckay. Geat. Thanks. That was the
information that | was |ooking for. Yeah, there are
three versions that have been submtted.

| want to ask you about the revisions --

LUMA'S revisions in submtting the second one, so
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the second filing.

Can you summarize to your know edge what
you renenber of the overall revisions to the revised
Annex | X wth the second version?

MS. MERCADO. This is Margarita
Mercado for LUVA. And since the docunent is not
being shown to the witness, | just want to clarify
that we would |ike the document to be submtted for
consi deration, but | understand --

MR CRIFFIN. | don't have a problem
If he wants to refer to the docunent. | was | ooking
for a general summary with the understanding that he
Is the overall lead for the conpany in devel oping
and subm tting the proposal.

If he wants to refer to it, as
needed, but just the general understanding of what
was changed.

MS. MERCADO. For the record, it
hasn't been marked as an identification for any of
the parties. | don't have an issue with him
answering it. | just want to be sure that it's in
the record. But it hasn't been marked for the
pur poses of the hearing.

THE WTNESS: Mario Hurtado, for

record.
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| believe that | covered this in ny

testimony already and | tal ked about what the
process was for the first subm ssion and then when
t he second submi ssion was nade.
BY MR GRI FFIN:

Q Ckay. Did you revise the underlying --
t he nmet hodol ogy to develop the targets in the first
version?

A Mario Hurtado, for the record.

| would have to -- to answer fully, |
woul d have to go through each one and -- but when |
think about it, | don't think that we changed any
met hodol ogy.

There were sonme updates between the first
subm ssion and the second one. Primarily there was
sone -- ny recollection is that there was sone
addi tional data because of the passage of tine.

So at the conclusion of the front-end
transition period we had a bit nore data than in
Novenber of 2020. And so there was sonme additional
data that was added.

At this time, | don't recall a change in
met hodol ogy.

Q Ckay. So what you're saying -- off the

top -- your general know edge, you're not able to
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provide a sunmmary to us of the changes that were
made of that version?

A No.

Q Ckay. Let's nove to your testinony where
you speak about nore specifically lines 108 to 115.

A [ Wtness conplies.]

Q This is what you are just alluding to.
This is on the topic of actual revisions to the
basel i nes.

So we | ook at citation [ines 108 to 115.

So | think this is what you were just alluding to.
So can you just, again, provide for us your
observation here and your basis for naking those
revisions to the baselines for the netrics.

A Certainly. Mario Hurtado for the record.

The revisions were done based on

additional data and additional observations because
the work that was done during the front-end
transition and the conmttee that was set up to do
that during the front-end transition and then later
to present and discuss with the P3 Authority, over
t he passage of time, there was additional data that
was available to the team in order to provide
addi ti onal backing to the baselines, primarily the

targets to make sure that there wasn't anything that
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needed to be changed because of the additional data
or if there was, there was sone slight changes.
Q Ckay. Thank you for that.

So to sunmarize your -- after your
front-end transm ssion period, you had additional
data and experience and the revised subm ssion
reflected that experience.

A For the record, Mario Hurtado.

Yes, | nean, in general, the data -- a |ot
of the data that our teamfound from-- from PREPA
had issues in terns of accuracy, precision, quality
of the data in general terns, and then the method of
recordi ng that data.

So over time, we were able to basically
continue our work to try to provide the best data we
could on those specific metrics.

Q Ckay. Thank you for that.
|'mgoing to nove on a little bit further
down that page in the testinony, lines 122 to 130.
A [Wtness conplies.]
Q And here you tal k about -- the |inks
bet ween the performance netrics and the inprovenent
progr ans.
So can you explain to me -- | nean ny

understanding is that through the front-end
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transition period, LUVA devel oped and submtted a
series of inmprovenent prograns -- I'mjust trying to
better understand the |ink between those and any
revi sed baselines and targets that you submtted
with that second revision.
A Well -- Mario Hurtado.

| don't know that it's specific to whether
there was a revision or not. | mean, the process
during the front-end transition that LUVA went
t hrough invol ved doing a fairly conprehensive |ong
gap assessnment, the state of the utility in terns of
the condition of assets as well as different utility
processes and busi ness processes that were going to
be taken over or were going to becone the
responsi bility of LUMA, on upcom ng operations.

And so as part of that process, and as a
requi rement of the T& OVA, the operating
mai nt enance agreenent, between LUVA, PREPA and the
P3 Authority, LUMA proposed specific progranms to
address nmany of the gaps that were found during the
assessnent peri od.

So these prograns worked towards, in
general, going fromwhere the state of things were
at the time of takeover, speaking in general terns,

and then making inprovenents, especially to those
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prograns that were bel ow industry standards to bring
theminitially up to industry standards within a
given period of time by carrying out certain
activities and then to go beyond that.

And so in those areas that the performance
metrics addressed, sone of those areas al so have
specific inprovement prograns.

So in general, the targets for the
| nprovenent -- for the performance netrics are tied
to the resources, the budget and the timng of a
programto nmake those inprovenents.

And so there's sone coi nci dence between
specific inprovenent prograns and specific
performance netrics and in general the progress --
or expected progress based on the targets has to do
wi th the expected progression along those prograns.

Q Ckay. | think that's hel pful

I'"mjust trying to understand, you said
sone -- | think, the termwas some coinci dence
bet ween t he execution of those prograns and the
performance. | guess I'mtrying to basically best
under stand how tightly those are |inked.

Are the revised targets explicitly -- you
know, the percentage inprovenents for each of these

tied explicitly directly to the inplenmentation of
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those prograns or nore |loosely, | think you said,
coi nci dent ?
A Mari o Hurtado.

" mnot sure | can comment on what you
mean by "l oosely."

So the prograns are set up to reach
certain goals and to make certain inprovenents.

The metrics -- and when the different team
menbers | ooked at the netrics, they |ooked at the
basel ine, current state of the utility, or the
current state of the business processes involved in
that, and then what -- based on the budgets that
were submtted and eventual |y approved, what kind of
progress woul d be made.

Miuch of that is contained in the system
remedi ation plan for which there was a specific
docket and then in the initial budgets for which
there was a specific docket.

And so that nanagers or responsible
parties within LUVA that needed to carry out those
plans and set the targets for the different areas,
| ooked at how those -- the progression -- you know,
how t hi ngs woul d progress or how different parts of
the inplenentation would take place and what i npact

t hat woul d have and how that woul d affect the target
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actual netric, right?

So they all |ooked at what budget is
avai l able, what's nmy plan, and how am | going to
make the changes that are going to be reflected in
different results fromwhere we're starting.

Q Ckay. So if | followthat, | think that's
consi stent with your testinony.

| think what | want to ask you about is,
that identifies some inconsistencies there
potentially wth some of your other wtnesses.

So | think | want to ask for -- | want to
conpare what you had here with testinmony fromone of
your witness, Don Cortez' direct testinony, |ine 358
where he states:

"Since no reliable historical data exists

that indicates what degree of T& reliability
| nprovenent can generally be expected from
specific level of funds invested in Puerto

Ri co."

So I'mtrying to understand, | think what
| hear you saying is you identified progranms, and
they are tied to a certain level of inprovenent, and
then other tines there are citations saying: W
can't really make a very strong direct link there.

I'"mjust trying to understand on bal ance
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how you' ve managed that through the devel opment of
t he performance targets.

MS. MERCADO. Margarita Mercado for
LUVA.

| woul d ask that would you pl ease
clarify the precise question? There were a few
statenents referencing al so statenents from anot her
wi t ness, and what woul d be the precise question?
And if he could be shown the other w tness statenent
since it's not one that he subscribed under oath.

MR, SEI LHAMER W can show himthe
ot her witness, but the witness was ready to answer.

MR GRIFFIN. | can show himthe
citation,

THE WTNESS: | would like to see the
testinmony that |'m supposed to be commenting on.

MR GRIFFIN. | have a quote fromit.
It hasn't been entered --

MR, SEI LHAMER Can he read the quote
or do we need to see the exhibit?

MS. MERCADO. Could you identify
whi ch, so | can also follow?

MR GRIFFIN. Don Cortez direct
testinony starting at |ine 358.

M5. MERCADO. Ckay. Gve ne a
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m nut e.

MR. HURTADO. It's not nunbered here
yet .

I'"'msorry. Is it one of these that
s in this binder? Wat's the nunber of the
exhi bit?

MR GRIFFIN. It hasn't been entered
yet. But it's one of your w tnesses.

Si xty-seven.

MR SEILHAMER: Just -- | want to
clarify, even though it hasn't been -- we were doing
housekeepi ng at the beginning of the hearing -- and

even though we have marked 1 to 9, it doesn't nean
that the rest of the direct testinonies have already
been agreed to be marked as exhibit.

The reason we don't have it is
because we cane to that agreenent at the beginning
of the nmeeting and we didn't have tinme to mark all
30.

So in order to expedite the norning
session, we did 1 to 9, but that testinony has been
admtted as an exhibit.

So just to clarify that aspect of
the -- so --

MR HURTADO. | would like to | ook at
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the testinony, if you're asking ne to coment on it.

MR GRIFFIN. kay. | can restate
t he question.

MS. MERCADO. | have ny copy.

MR SEILHAMER: He has -- if it's a
LUMA testinony, he has a copy of all the --

MS. MERCADO. If | may, | may show
hi m

MR. SEI LHAMER: We can identify the
specific testinony.

MR. HURTADG. Is it August 2021

t estinony?
MR. GRIFFIN. Continuing the direct
t esti nony.
MR. SEI LHAMER: Just direct
t esti nony.
MR, HURTADO. kay, | have it now.
MR GRIFFIN.  You have it avail abl e,
| i ne 358?

MR, SElI LHAMER  Li ne 358.

COW SSI ONER MATEO. W have Exhibits
1 through 9 and this one has been made reference to?

MR, SEI LHAMER Ckay. W are going
to mark, then, as Exhibit Nunmber 10 the direct

testinony. So we are going to mark that as Exhibit
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Nunber 10.
[ Exhi bit Nunmber 10 was narked for
i dentification.]
THE WTNESS: |'mthere.
[ Wtness reviews docunent. ]
BY MR GRIFFIN

Q You've read it?

A | have.

Q How do | reconcile that statement with
your statenment that the targets are linked to the
prograns?

A Mario Hurtado for the record.

So M. Cortez is speaking here about
| ooking at the data that was available, first
establ i shing the baselines, and the issues around
that and sone of the challenges in setting the
targets based on inconplete data and the utility
operation, which wasn't being run at the tinme by
LUVA.

So | think that that's the context for
t hat conmment.

Q So how - -

A | don't -- | think that it's still tied to
the prograns and how the programs are going to

progress. The fact that there was data that was
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difficult and that had issues | think is
wel | -established in the record. And we've had
alot of -- there's a fair anmount of di scussion on

t hat.

| don't see how that changes the fact that
you tie a programto specific investnents and
activities that you're going to carry out and that's
how you think about what the correct targets or what
the attainable targets are wthin a given period of
tine.

There's a degree of uncertainty or
difficulty in terms of the data, and | think that
that's sonmething that we -- it's also established in
the testinony.

Q Ckay. So | think -- what I'mtrying to
really get a handle on is your proposed targets,
how -- | nean, how -- let me ask it this way:

If those prograns are delayed, if they end
up costing nore, what would we expect -- how would
we expect that to affect the targets that you had
put forward?

MS. MERCADO. | just want to state
for the record, it's a hypothetical question and not
directed at a particular program so | have an

obj ecti on.
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MR, SEI LHAMER Denied. W are going
to allow the question.

MR CRIFFIN. | can ask a nore
speci fic question.
BY MR GRI FFIN:

Q The T&D reliabilities are particularly
focused on the systemrenediation plan; is that
correct, inplenentation of your renediation plans --

A No. The consuner renediation plan covers
w de areas. Reliability is certainly one of them

Q So if the reliability portion of it was
del ayed, how is that going to affect your
performance?

A VWll, | can talk about in general. |If a
program takes | onger and the steps that you're
taking to effect the changes that produce the result
are del ayed, that would change the attai nment -- al
ot her things being equal -- that would change the
attainment of that target.

But, you know, one woul d have to see. But
| think if you ook at our revised Annex | X, |
believe, or if not it's in other reports -- we have
several presentations where we tal k about the
specific programs and how the prograns affect the

attainment of the metrics, the targets.
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Q Ckay. And then if | cone back to the
proposal in the second revision, what's the
assunption on the degree of conpletion of those
plans in each of the three target years?

MS. MERCADO. This is Margarita
Mer cado.

Coul d you clarify what you nmean by
the second revision? Was it the Cctober tine frane?

MR CGRIFFIN. Actually, the second
subm ssion, the first revised Annex | X

THE WTNESS: Can you repeat the
question, please.
BY MR GRIFFIN

Q For the targets that you proposed in that
filing, what's the |evel of assunption of
| npl ement ation of these remedi ation plans?

A ['msorry, what did you mean by "l evel of
assunption"?

Q The | evel of inplenmentation, sorry.

A Mario Hurtado for the record.

The targets were established assum ng that
t he budgets that were presented and the prograns
that were presented woul d be approved and woul d be
carried. That's clearly the assunption

Q Ckay. And then time's gone on, where do
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you stand relative to that subm ssion now?

A What do you nean? Like what specifically
are you tal king about?

Q So that was a year ago.

A More than a year ago.

Q Yeah. In general terns, where do you

stand relative to what you proposed at that point?

A Ckay. | need a nore specific question to
be able to answer your -- you're just asking -- |I'm
sorry, I'mnot --

Q I n your proposed prograns that were

under|lying that subm ssion, are you on track with
what you submitted then, generally behind, or going
faster?

A | woul dn't nake a general statenent
overal | because it depends on each netric.

Overal |, LUVA has been be performng, in
our estimation, well. There are sone areas in which
we' ve done very well. There are sone areas in which
we have been able to reach the targets. There have
been sone areas we have been bel ow target.

Q Can you talk about -- | nean there are
three broad categories. Can you sunmmarize by the
three different categories in the subm ssion?

A Well, in general --
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MS. MERCADO. Margarita Mercado for
the record.

| just want to clarify: 1s the
questi on about current LUMA performance?
Particularly at what time period?

MR GRIFFIN. |'mtalking about --
|''m aski ng about the extent of the inplenentation of
the plans that were underlying the target submtted
with the second revision. And since that was
al nost, as you said, nore than a year ago, where
does that stand? Were do you stand today?

MS. MERCADO. | just want to -- for
the record, | don't want to keep interrupting. |
woul d just lay out LUMA's |egal position, that
current performance in LUMA is being tracked in a
separate proceeding, that the performance of PREPA,
In ny 2019007, and we do understand that although
that information is available for the Bureau and for
the public as well, and it's available for review,
it'"s not initself a subject of the controversies or
I ssues that have been laid out to be adjudicated
precisely in these proceedi ngs where it has been
| ai d out.

The filings have certain dates,
August / Sept enber 2021 and in Cctober 2022, we know
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that time has passed and that LUMA has been
oper ati ng.

But it's our request and position
that a particular adjudication of performance and
sonme other netrics, it's not what we understand are
the orders that the Energy Bureau issued on the
matters to be adjudi cated and LUVA does have
reservations or argunents on due process and fair
notice of whether current performnce and
performance in fiscal year 2022, and thereafter,
service comencenent will be a separate matter to
adj udi cate and we woul d respectfully oppose that.

COW SSI ONER MATEO. Attt or ney
Mercado, that's not what our consultant is asking
about. | think that he has been very clear.

W' re not going through the
performance of 2022 here. He's asking if your
assunptions used for the targets that you're
proposing are still valid a year after.

MS. MERCADO. (kay. That's fine.

COW SSI ONER MATEQ:  Because tine has
el apsed and things may change. That's what he's
tal ki ng about.

No one is speaking of LUVA' s past

performance or any specific nmetric. And | think
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he's been very accommodating to your witness. This
Is a very informal process; it's an admnistrative
process. This is not a penal case or a crim nal
case.

So | think that the w tness shoul d
answer. The question has been asked three different
ways. And we're still struggling to get an answer.

And there's nothing confusing or out
of the scope of this case in that question.

MS. MERCADG. Thank you for the
clarification. | didn't raise an argunent on
confidentiality. But thank you for the
clarification on the scope.

MR. SEI LHAMER. The wi tness nmay
answer the question.

THE WTNESS: Could you repeat your
question, please. I|I'mnot -- | nean, it's a very
br oad.

COW SSI ONER MATEQ  It's clear that
you need to repeat the question, so --

BY MR GRIFFIN

Q For the performance targets that were
submtted in the second subm ssion, | think we've
established it was in your testinony that there were

a set of prograns in place that were assuned to
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underlie that.

And what | asked was: Generally, are you
ahead of progress on that, on pace or behi nd?

A | wouldn't be -- I'"msorry, go ahead.

Q It would be even better if you could cite
specific topics and say if you would |ike nore
specificity, if you could cite the different areas
you were responsible for and provide an answer.

A Yeah, | think that if you want specific
answers on prograns, those people that are in charge
of those prograns should be tal ki ng about that.

So | would ask that if that's going to be
sonet hing you should cover with the people that are
I n charge of those programs and can speak to those
prograns and those netrics specifically.

In general, | think we have been able to
make substantial progress; in some cases things have
worked out a bit differently than we expected. |
think that's clear fromour quarterly reports and
other reports that LUVMA has put on the record. And
In sone areas things have been better or we have
been able to nmake progress nore quickly.

But |'mnot confortable making a broad,
general statenment about -- that enconpasses all of

our netrics and all of our prograns.

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 48

Q Ckay. But you're responsible for all of

A No, I"'mnot. |'mresponsible for the
preparation of the docunments and subm ssion to the
regulatory -- for the Bureau. And responsible for,

I n general, about the performance nmetric related to
any of ny testinony.

But 1'mnot responsible for the attainnent
of all of the metrics and the carrying out of all of
the different inprovenent prograns.

Q Ckay. But do the | eads of those different
programs report to you on their progress?

A Mario Hurtado for the record.

The different prograns are tracked,
especially -- and they are regularly reported on, on
those that are coincident with the netrics that are
reported in the 0007 docket and those are public and
are on the record.

Q Ckay. Let's nove on to the next --

COW SSI ONER MATEQ.  This is
Comm ssi oner Mateo for the record --
MR. SEI LHAMER: Can we have a
two-m nute recess?
[ Wher eupon, a recess transpired from 10: 39

a.m until 10:42 a.m]
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MR. SEILHAMER. We're ready to resune
t he hearing.
MR GRIFFIN. Thank you, M. Hurtado.
BY MR GRIFFIN
Q |"'mgoing to go right to point here. You
submtted your targets wth the second revision in
what year?
A 2021 -- Mario Hurtado for the record,
2021.
Q As you said, they were based on the
prograns that you were projecting at the tine?
A That's what it says, yes.
Q Can the Bureau still use that information
to set the targets?
A | think that -- Mario Hurtado for the
record.
| think that there are a nunber of things
that are at issue. One is what are the netrics that
LUVA woul d be neasured by.
Q Vel |, your proposal. W' ve |ooking at
what you proposed.
A If you let ne finish.
And so, right, that still has to be
determned. And the targets that were set are based

on that data. So there's a direct relationship
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between the data that was there, the prograns, and
the targets now.

As | said in ny testinony, and as it's in
Annex | X, we think it's appropriate with the passage
of time and new information to be able to submt new
information to the Bureau and to informthemto set
appropriate targets at the appropriate tine.

In the context of where we are today,

a lot of time has passed. So there's nuch nore
information. And there's also uncertainty as to
when these netrics will start to apply to LUVA
because the key condition precedent for that is
PREPA exiting Title 3, in addition to the approval
of the netrics thensel ves.

So LUMA woul d propose that there be a
determ nation on which netrics are going to be
applied to LUMA, and that when there's nore
i nformation about the exit fromTitle 3 or at |east
closer to what that date is, LUVA can provide
updat ed dat a.

Because certainly there's a lot of tinme
that's passed and there's a ot of information so
that the Bureau can take that into account and
deci de whether these targets shoul d be adjusted or

t he baseline should be adjusted based on the data
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bei ng present ed.

COW SSI ONER MATEQ:  This is
Conmi ssi oner Mateo, for the record.

Are the assunptions good or not today
conmpared to when you submtted thenf

Aside fromthe fact of when they are
going to apply, if we have to nake a deci sion today,
are your assunptions good or have they changed
significantly so that they are not good to nmake a
deci si on?

THE WTNESS: Conmi ssioner, Mrio
Hurtado for the record.

| can't nake a broad statenent about
all of the assunptions. The assunptions that we
utilize for these targets, we're confortable that
these targets are consistent with that information
and the prograns that we had at the tine to put
t oget her.

We think these are still the metrics
that shoul d be pursued. And we think that in terms
of the actual targets, that there should be an
opportunity to update and provide further
information to the Bureau, once a determ nation has
been made on what the nmetrics are that will be
applied to LUVA
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And we think that that's appropriate
and it's inline with Regulation 9137 and it's al so
inline with Annex I X and the ability to provide
further information. That's --

COW SSI ONER MATEO.  When you tal k
about updating, do you nean progressively during the
years or do you nean that when the Bureau nmakes a
deci sion, then you're going to submt updated
I nformation?

What are you referring to?

THE WTNESS: What |'mreferring to
inthis particular case, Comm ssioner -- Mario
Hurtado for the record -- excuse ne, is that once we
have a determ nation of what the netrics are that
are going to be applied to LUMA, and there is a
hi gher degree of certainty about when PREPA w ||
exit Title 3, at that point, we can bring forth all
of the nore updated data and be able to informthe
Bureau at that time to make sure that there doesn't
need to be or whether there needs to be any
adjustnments in the targets or the baselines based on
t he updat ed dat a.

COW SSI ONER MATEQ  This is a
adj udi cative procedure. \What you nean is that we

need to open the procedure again and go through this
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process again?

THE WTNESS: Mario Hurtado for
record.

No. It would be sinply -- | believe
Regul ation 9137, Annex | X, provides for the ability
to update data and for the Bureau to take that into
account.

So we're not asking to open all of
the issues. W're asking -- we think it's
appropriate for there to be an opportunity to update
the data. We think it would benefit the Bureau in
consi deration of what the appropriate baseline and
the targets are.

We recogni ze that tine has passed and
that that's sonmething that woul d be appropriate once
we know when these netrics woul d be applied, and
then it would be the benefit all of that data.

COW SSI ONER MATEQ:  Ckay. Thank
you.

MR. HURTADO. Yes, ma' am
BY MR GRIFFIN

Q | want to followup. |If I follow your --
the Bureau did make a determ nation on the netrics,
how | ong woul d you anticipate it to take to do that

updating under the ternms that you're tal king about?
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A Mario Hurtado for the record.

We have to | ook specifically, but I would

guess it woul d take a couple of nonths.
Q A coupl e nont hs.

And then what -- how woul d you address the
timng of the exit from bankruptcy? You said that
was a key factor that may influence.

So in that the time frane, nay that
I ncrease tinme or does it need to happen before or
after?

A Mario Hurtado for the record.

My reference to the exit from bankruptcy
was that that's the major condition precedent in
addition to the establishnent of the nmetrics
t hensel ves, to be able to apply the metrics to LUVA

So obviously when that happens indicates a
starting point. And there's a |egal process
underway which is public, and there's a fair anount
of information on it in ternms of a possible plan of
adj ustnment, or there would be a determ nation by the
court of what that plan will |ook |ike, including
ef fective date.

And so ny understanding of that process is
that there will be some visibility about that date

sonetine before it happens, and so that would be

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1

Page 55

I ndi cative of when

And LUVA woul d then be able to gather the
data up until that point so that the Bureau can have
the benefit and all the other parties and
st akehol ders of updated data and to be able to
determ ne whether there's any adjustnents that need
to be nade to the target, to the baselines.

Q Ckay. Thank you. That's been hel pful

|'mgoing to conme back to the timng on
the initial contracts here. | think that will tie
intothis alittle bit. But that's hel pful.

| want to nove a little bit further down

your direct testinony at lines 117 to line 130.

A [ Wtness conplies.]

Q Back to Exhibit 1, specifically line 118
and 119. You were asked a questi on:

"What are the conponents of LUVA' s
proposed netric targets?"

A Um hmm
Q And lines 118 and 119, it says:

"The proposed baseline target and m ni num
performance |levels for certain perfornance
metrics, key performance netrics, major outage
event."

| just want to talk about -- | just want
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to understand that within the targets there are

actually tiers as well; is that correct?
A ['mnot sure what you are referring to.
Q Wl |, you have incentive tiers:

25 percent, 50 percent, 100, 125, 150; is that
correct?

A Yes, that is howit's set up.

Q Ckay. That's included as a conponent for
the overall proposal that you have.

A That's part of Annex | X since the tinme of
the RFP, proposals for the private operator.

Q Ckay.

A And it continues to be in Annex | X

Q Can you explain how t hese work?

A How what wor ks?

Q The different incentive tiers.

A Ch, okay. |In general, there are targets
that are set up -- well -- if you -- I'll do it from
menory.

M5. MERCADOC. This is Margarita
Mercado. We nmarked that as identification 2031 for
LUMA in the Cctober 28, 2022 filing. |It's in the
record.

We're fine if at this tinme the Bureau

wants to consider the ID as an exhibit for the
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witness to refer toit. W can mark it as Exhibit
11.

MR GRIFFIN. ay. This is your
Annex | X?

MS. MERCADO. Yes, revised as of
Cct ober .

MR. SEILHAMER. W are going to mark
it as Exhibit Nunber 11 and hand a copy to
M. Hurtado.

[ Exhi bit Nunber 11 was marked for
i dentification.]

MR. HURTADO. So each of the metrics,
you know, have a baseline, a target m nimum
threshold, and then there's attainnent |evels, that
you called themtiers, based on whether 100 percent
of the target is net, 25 percent, zero, 150 percent.

And so dependi ng on the attai nment of
what the actual result is as conpared to that
target, then there would be a different anount of
base points assigned for the attainnent of that
metric.

BY MR GRI FFI N:
Q Thank you.
A And that's laid out in Annex | X
Q Ckay. Thank you
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And in setting the target values that
each -- sorry. 1've been using the term"tiers."
Do you have a different preferred one?

A No, now | understand what you are
referring to.
Q We're on the sane page. Ckay.

So for each of these |evels of tiers,
| evel s of attainnent, you also identified specific
numeric targets that delineate to nost of the
metrics.

Can you explain your overall approach in
setting the nuneric targets at each of the tiers?

A So in -- Mario Hurtado for the record.

In general, and if you had a specific
questi on about a specific netric, then the expert on
that nmetric should really answer that question.

But in general, for those netrics that are
not binary, because there are certain netrics that
are binary, it was a baseline that was established
based on the data and the observations that there
was a target that was established based on the
baseline and then the program and the term the
three different years and what would be acconplished
during that tinme.

And then in general the different |evels,
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it's just a math formula. If it's 50 percent higher
than the target, then it's 150; if it's 50 percent
| ower, then it's the 50 percent.

That in general is howit's set up. |
believe there mght be sone targets that have sone
very specific ways they were set up. But that
would -- that's in general how it worked.

Q Ckay. And | think you just nentioned
this, but | want to just doubl e-check.

| believe that you said in your
testinmony -- you said that this -- the levels of the
different tiers here was -- in the RFP for the OWA
itself, was based in the OVA

A Vell, Annex | X was part of the -- let nme
back up. Mario Hurtado for the record.

The request for proposals and then
that's -- that conpetitive process had a draft OWA
agreement, operation and mai ntenance agreenent, and
the Annex | X was part of that. And then when it --
t he agreenment was executed, Annex | X was part of
that as well.

And t hen obviously we've tal ked about the
progress that it's gone through during the front-end
transition in order to nmake revisions and then have

a submttal to the Energy Bureau.
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Q Ckay. Thank you for that.

MR CGRIFFIN. | would Iike to nmake
reference to these upcom ng questions to two
exhibits that the Bureau has put forth. One is
Regul ation 9137. This is the regulation on the
performance incentive nmechani sns, specifically
Section 71 titled, "Relationships for Establishing
Performance | ncentive Mechani snms" and --

MS. MERCADO. Margarita Mercado for
the record. | don't think the wtness has a copy of
t hat regul ation.

MR CRIFFIN. W have it in our
bi nder here. Can we pull it up?

The second reference that refers to
t he opening order of this docket, specifically just
five and six where the Bureau itself l[ays out a
nunber of principles related to the design of the
performance netrics in this docunent.

So we have copies of both.

MR, SEI LHAMER  Just a mnute to see
If we can identify a copy.

MR CRIFFIN. If we can share it with
the witness.

MR, MURTHY: We're looking for 7.1

MR GRIFFIN. It should be 7.1, page
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14 and 15.
MR, MURTHY: Ckay, thanks.
MR GRIFFIN. | can share ny copy, if
you want.
M5. MERCADO. Mne is marked so |
woul dn't -- that is for different purposes so |

can't show you m ne.

MR CRIFFIN  Sure.

MS. MERCADG. Can you clarify, is it
Decenber 23, 20207

MR GRIFFIN. This is a regulation of
the citation for the opening order.

MS. MERCADO. Could you clarify --

THE WTNESS: Could you clarify the
order, what the date is?

MR. SEI LHAMER. Before we go, we are
going to mark it as an exhibit.

MR. HURTADO. These are the pages --
the regul ati ons.

MR. SEILHAMER. W are going to mark
as Exhibit Nunmber 11, Regulation --

M5. MERCADO. It's 12. It should be
12.

COW SSI ONER MATEOC.  It's 12.

MR SEI LHAMER  Correct, 12.
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Regul ation 9137, which it's

regul ations for performance incentive nechani sm
[ Exhi bit Nunmber 12 was narked for
i dentification.]

MR. HURTADO. Thank you.

MR. SEI LHAMER: The previous exhibit,
Your Honor, Exhibit 11, that's the Decenber 23,
2020, order fromthe Energy Bureau?

COW SSI ONER MATEOQ:  No, revi sed.

MS. MERCADO. Revised Annex | X of
Cct ober 28, 2020.

MR, SElI LHAMER  Revi sed performance
metrics target in conpliance with Energy Bureau
Resol ution and Order of 178-2122.

MR, MURTHY: kay. Sorry, |
m sunderstood it. There was an Energy Bureau order
that we're going to ook at today as well; is that
right?

MR SEILHAMER | think he's going to
talk first about the regulation and then the order.

MR, MURTHY: Thank you.

MR. SEILHAMER: Once he attaches on
the order, we'll mark it as an exhibit.

MR GRIFFIN.  Sorry. Wat was the

order of the two?
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MR, SEILHAMER. W are going to start
with the regulation and once you' re done, then we'll
go to the order.

BY MR GRIFFIN

Ckay. Do you have them before you?
| have the regul ation before ne.
Can you go to page 14.

Yes.

O > O > O

And you read the first sentence states
t hat :
"Energy Bureau shall apply the follow ng
principles in establishing performance
i ncentive nechanisns. "
I's that correct?
A Mario Hurtado for the record.
That's what it says.
Q Ckay. And then after that, you'll find a
list of different outcones -- policy goals and
out comes, and then a set of principles; is that
correct?
A [ No audi bl e response. ]
Q I'mtal king about letters A through G and
under A, there's ten different policy goals and
desired outcones.

A Right. The goals and desired outcones are
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there, sure.

Q Ckay. And in LUMA devel oping and
submtting the incentive tiers, did you review these
principles and apply thenf

A The incentive tiers, as | stated before in
ny answer, principally, it's math fromthe target
to, you know, mathenmatically, 50 percent inprovenent
and -- or 50 percent below that attainnent, or
50 percent on top of that attainnent.

They have to do with the prograns that
were established in the different |evels based on
where the subject-matter experts based on their work
t hought that the target would be and then what
attai nnent woul d be above that at 150 percent or
50 percent or belowit.

Q Ckay. So did LUMA review these at any
point in the devel opnent of the targets with each of
those incentive |evels?

A Mario Hurtado for the record.

LUVA reviewed the -- certainly LUVA
revi ewed Regulation 9137 in terns of confidential
context and gui dance for which netrics to propose,
and sone of the characteristics of those netrics,
and how those metrics aligned with public policy and

custoner benefits.
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Q Ckay. Do you agree that the first
sentence here says that:
"Energy Bureau shall apply the follow ng
principles in establishing performnce and
I ncentive mechani sns"?
A Yes, that's what it says.
Q Ckay. Thank you.

MR. GRIFFIN. W can nove on to the
or der.

MR. SEI LHAMER: Before we nove to the
order, do we have a copy for the witness so we can
mark it as Exhibit 13?2

If you could clarify the order to be
sure | have a copy.

MR, SEI LHAMER  Regul ation 9137 is
going to be --

MS. MERCADO. The order.

MR, GRIFFIN. This is the opening
order to the docket.

MS. MERCADO. |f you could identify
the caption and the date.

MR SEILHAMER: Sure. Once | have a
copy, I will do so.

We are going to mark Exhibit 13, a
Resol ution and Order dated Decenber 23, 2020.
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MS. MERCADO. Just to clarify, is the
subj ect of the order "Comencenent of Proceedings
for the Establishnent of Performance-Based |Incentive
Mechani sns target"?

MR. SEILHAMER: That's correct.

MS. MERCADO.  Sure.

[ Exhi bit Nunmber 13 was narked for
i dentification.]
BY MR GRIFFIN
Q M. Hurtado, can you turn to pages 5
and 67?
A [ Wtness conmplies.]
Q The introduction of the section says:
"Request for establishnent of PIMS
Requi red Under Section 4.27 of the OVA shall be
aligned with principles beneficial to the
public interest, including, but not limted to,
the follow ng."
I's that correct?
A Mario Hurtado for the record.
Yes, that's what it says.
Q Ckay. And did LUVA review these
principles in developing the incentive tiers and the
targets submtted in the different filings?

A LUVA reviewed -- certainly reviewed this
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order and the principles in developing -- in further
devel opi ng Annex | X and the subm ssion to the Bureau
of Annex | X

Q Ckay. Do you agree that the statenent
says, "Request for establishnent of PIMS required
under Section 4.27 of the OVA shall be aligned with
principles beneficial to the public interest,

I ncluding but not limted to the follow ng."

A No. It says, "The Request of the
Establ i shnent of the PIMS Section 4.2F of the OVA "
| just read what it says.

Q Ckay. And you agree that this is what the
Bureau has established that these are the principles
gui ding the devel opnent and approval of the Pl M?

A That's what the order says.

Q Thank you.

Can we nove to lines 223 --

M5. MERCADO. For the record,
Margarita Mercado.

If it helps, | request that the
Energy Bureau consider the submttal of the revised
Annex | X, the order, and it was discussed in the
motions submtting the revised Annex IX, it is the
motion of February 25, 2021 and the one of

August 2021, those principles were discussed, if it
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hel ps.
MR GRIFFIN.  Thank you.
MR. HURTADO. Actually, the

pronotions go through each one of the principles and

how they relate to the subm ssion of the Annex I X
That's what | was referring to.

COW SSI ONER MATEQ.  This is
Comm ssi oner Mateo for the record.

Even though it is already in the
record doesn't mean that we can't ask questions
about it. And for the benefit of the public
wat ching the hearings, it is very worth it to ask
t hese questions.

So even if they are in the notions,
they are open to questions.

BY MR GRIFFIN

Q | wanted to tal k about sections in your
testinmony, lines 223 to 254. It is talking about
the review cycle that you proposed. | wanted to
clarify a few things.

Do you have the reference open?

A I'mlooking at the page. This starts at
| i ne 223.

Q Yeah. Are you ready?

A Yes.
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Q Ckay. So can you briefly describe -- the
three-year cycle that you' ve laid out for the
performance termand then the reviewin the third
year noving into the subsequent year.

Can you general ly describe that for the
Bureau and the public here?

A Sure. Mario Hurtado for the record.

So when the subm ssion of the netrics,
which again originally was in February of 2021, the
expectation was that there would be a review of the
metrics.

One of the conditions precedent for LUVA
starting operations was establishnent of these
metrics; another condition precedent was PREPA
exiting Title 3.

Nei t her of those happened when LUMA was
ready to take over in June of 2021. So those were
wai ved conditionally and LUVA did take over.

But the concept, in general, was that the
metrics woul d be established with these targets and
baselines with whatever revisions ultimately were
made by the Energy Bureau and then approved and they
woul d be applied during the succeeding three
contract years, which would roughly start in June of
2021.

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 70

And then these would apply for that
initial three-year period. And there would be a
general revision of the targets based on those
initial three years of operation, all of the
| earnings, all of the data that was acquired in
order to ook at the appropriate targets and
basel ines noving forward after the initial
t hree-year period.

In the OMA, Annex I X initial period was
five years. And based on the data we | ooked at --
and again, a fair degree of uncertainty attached to
some of the areas. And we thought three years was
nore appropri ate.

And so that is what we proposed and what
was accepted by the governnent of Puerto Rico, the
Public and Private Partnership Authority, in our
subm ssion to them and then subsequently, the
subm ssion to the Bureau

Q Ckay. That's all very -- that's very
hel pful. Thanks for clarifying and expl ai ni ng how
you see that going forward.

Can you talk more -- this is on |ines 238
to 244 -- how you anticipated in that third year,
fromwhat |'munderstanding, is that another

holistic review of -- instead of perfornmance nmetrics
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and then a potential updating to them is that a
fair characterization?
A Mario Hurtado for the record.

Cenerally that's what's being tal ked about
there. | would note also that several of the
metrics, there were nmetrics that were initially in
the draft Annex | X at the tine of the execution of
the OVA, which we asked to be deferred, and others
based on lack of data or inability to really
establish a baseline at the tine.

And not because LUMA didn't think that
they were appropriate metrics in general, but that
in the current condition of where we were taking
over and starting, you couldn't establish objective
quantitative nmeasures that would fit the needs of
robust performance netrics.

So there were sone objectives in general,
but the concept was, as | laid out: Salvage three
years, go through three years, have a revision.
Under Regul ation 9137 the Bureau has the ability, if
they want, to nore often change or make ot her
nmodi fications, they can certainly do that.

And, in general, as stated | in ny
testinmony, it's inportant that there are -- that the

metrics, you know, have a direct relation to the
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state of the utility and the current conditions.

So if there were major events that
happened or maj or changes, there's always an
opportunity to request a change in accordance with
the inpacts that that change m ght have had on the
metrics.

And think the general concept is that you
want netrics that are attainable and drive the
necessary change in the different areas that wl|
benefit custoners and align with Puerto Rican Public
Ener gy policy.

Q Ckay. That's all very hel pful.

| think it's a better understanding how
you characterize how that review would happen.

So an opportunity to reassess how those
metrics were working. It's helpful you alluded to
that there are other potential nmetrics that woul d be
tracked that has become right to include in an
I ncentive scheme at a |ater tine when nore
i nformation i s val uabl e.

I's that consistent with what you're
t al ki ng about ?

A Mario Hurtado for the record.
Yes. And there are other nmetrics that are

tracked. | nean, it gets confusing to tal k about
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t hose netrics.

But there are other statistics and
busi ness operation statistics that are tracked in
the 007 docket, which are not, strictly speaking,
performance netrics that are within a performance
I ncentive schene or a nodel, but that are inportant
to track and to provide that information to the
Energy Bureau and to the public and the custoners.

And so those are where they are being
tracked and reported on as well.

Q Ckay. That's hel pful.

The one area | did not see nentioned or
di scussed in that three-year reviewis the
consideration of penalties; is that correct?

You didn't include any discussion of that.

A No, there's not a consideration of

penal ties discussed in ny testinony. That is not a
concept that is part of the OVA and of the structure
that was set up in the OVA

The attainment or the performance on the
different performance incentive netrics ties
directly to the calculation of the incentive fee
portion of the service fee for LUVA as the operator
of the T&D OVA and that was not designed with a
penal ty.
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Q So even if this future three-year broad
review, it's LUMA's position that the OVA woul d
precl ude the Bureau from considering penalties as
part of the overall schene at that point?

A LUMA's position is that the incentive fee
provi des the opportunity for the operator to earn
addi tional -- an additional fee above the fixed-fee
component. And that the attainnent of the netrics
cal cul ates whether that's zero or 100 percent of
that potential incentive fee.

Q And under your discussion there, that is
the -- it's your -- that's your position for the
life of the contract.

A Under the current ternms of the contract,
that is howit's laid out.

Q And your interpretation of that, there's
never the opportunity to include an incentive
mechani smthat offers both the opportunity to earn a
reward or a penalty for not attaining a certain
| evel of achievenent?

A So LUMA's position is that the incentive
fee was set up in a particular way in the OVA and
it's part of the risk-and-reward equation that's
represented in the OVA and that the ability to earn

the incentive fee generally under the terns that are
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represented there is an inportant part of that. And
we think that that has -- we think that's an

I nportant part of the contract and that has been
establ i shed there.

We al so recogni ze the contract has ot her
measures that would penalize LUVA for not attaining
certain netrics and certain m ni mum perfornmance
threshol ds for those netrics.

There's key performance netrics. And
under certain conditions a result that's bel ow the
m ni mum t hreshol d on key perfornmance netrics would
give the right to the governor of Puerto Rico to
cancel the contract under certain condition.

And that's an inportant penalty that's
contai ned. More broadly, the Energy Bureau has
broad jurisdiction over electric service conpanies,
of which LUVA is one. And certainly the Energy
Bureau has the ability to penalize LUVA for not --
for nonconpliance with specific orders or specific
measures or attainment that they are ordering. And
that's -- that's not sonething that's, | think, at
I ssue at all.

Q Ckay. Just to clarify it, the three-year
review mark when the Bureau is considering, you

know, a potential new set of netrics, revisions to
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exi sting ones, | think you said your position is
that penalties would be inappropriate?

A Qur position -- Mario Hurtado for the
record.

Qur position is that the incentive fee and
the calculation of the incentive fee is specified
under the OMA and that the inclusion or noninclusion
of certain metrics is certainly up for question.
There's lots of other things.

But that having metrics which have
specific penalties within the context of the
I ncentive fee goes outside the bounds of what was
agreed to in the OVA and is a fundanental change to
the terms of the OVA

Q Ckay. Thank you.

COW SSI ONER MATEG.  I'msorry, M.
Giffin. This is Comm ssioner Mateo for the record.

M. Hurtado, you are aware of the
content of Section 20.17 of the OVA that establishes
that the Energy Bureau is not precluded or prevented
by the OVA fromregul ati ng LUVA

MR. HURTADO. Conmi ssioner Mt eo,
Mario Hurtado for the record.

Yes, certainly, | am
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COW SSI ONER MATEO. Are you aware
and is it your understanding that in that sense, not
only is Annex | X a guide or an exanple of the OVA
Itself establishes, but that it's not binding for
t he Bureau?

MS. MERCADO. Margarita Mercado for
the record.

| think that the question is asking
for a | egal concl usion.

MR, MURTHY: Wat's that?

M5. MERCADC. It seeks a |egal
concl usion and not a factual statenent.

MR, MURTHY: Your Honor, if | could
respond for LECO, Raghu Mirthy.

The witness has testified as to the
Oper ati on Managenent Agreenent extensively in his
testinony. And LUVA'S witnesses testified as to the
Oper ati on Managenent Agreenent and whet her penalties
are part of it or not part of it.

So | think the witness has already
testified as to this and can answer that question.

MR, SEI LHAMER  (bjection is denied.
We are going to allow the Conmi ssioner to ask the
question and receive an answer.

COW SSI ONER MATEO:  So the OVA is
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not binding for the Bureau.

MR. HURTADO. Mario Hurtado for the
record.

The Puerto Rico Energy Bureau i s not
a party to the OVA

COW SSI ONER MATEQ:  So it's not
bi ndi ng for us.

MR. HURTADO. The OVA is an agreenent
that was entered into under a Public-Private
Partnership structure for which there are
specific -- there's a specific legal framework in
Puerto Rico.

There are comm tnents that the
governnment of Puerto R co has nade under that OVA
And there are certainly commtnments and
responsibilities that LUMA is held to under that
OVA,

And at |east fromLUWMA s position, we
expect the OVA to be enforced and the different
parts of the OVA to be foll owed by the government of
Puerto Rico.

COW SSI ONER MATEQ.  That is all
fine. You haven't answered ny question.

In terms of regulation, the Bureau as

regul ator is not bound by OVA, right, under 2017?
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MR. HURTADO. Conmi ssioner Mateo, |I'm
not an attorney, but my understanding is that the
Bureau is not bound because the Bureau is not a
party to the OVA

COW SSI ONER MATEGQ:  Thank you.

MR HURTADO. | wll say the parties
to the OVA are obviously bound by the terns of the
OVA,

MR, SEI LHAMER: Thank you. You can
go on.

BY MR GRIFFIN
Q Can | just clarify a point on that?

You have made revisions to Annex | X two
times since -- well, three subm ssions, two
revisions -- so you said yourself there were --
based on the data available, there were updates to
it.

And so how -- help ne understand, LUVA
proposed those revisions to the targets based on
changed circunstances. Howis that different?

A Different than what?

Q Different than saying there are ternms in
your answer on penalties.

A Mario Hurtado for the record.

Because the cal cul ation of the incentive
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fee, the fact that there's a fee, the relationship
of the fee to the responsibilities and the risks
that LUVA nmust assune under the OVA are contai ned
wthin-- are fairly broad within the OVA and they
are not restricted to what's in Annex |X
Annex | X is specifically about the
performance netrics and what performance netrics
need to be there, but there are several -- certainly
the ability for LUMA to earn and have a fair
opportunity to earn the incentive fee. And the
general concept of the incentive fee and howit's
structured go beyond what's in Annex |X
Q Ckay. The next section |I'd like to ask
you about is the end of your direct testinony, it's
| i ne 265.
The question here is -- the question that
you were asked in the testinony:
"How did the proposed performance netrics
targets protect the public interest?”
And specifically your response on |ines
266, 267, it says:
"Establ i shing a robust set of perfornance
metrics wll enable transparency, reverse
negative performance trends and will further

align LUMA with public policy," correct?
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A Mario Hurtado for the record.
That's pretty nuch what it says in that
l'i ne.
Q Ckay.

MR CGRIFFIN. | would like -- this is
on our exhibit list. This is Resolution Oder,
subject June -- this is in Case Nunber
NEPR- M - 2019- 000007. This is a 12-nonth nmetric
sunmary.

MR, SEI LHAMER  Resol uti on and order
dated August 18, 2022. W are going to hand a copy
to the witness, and we are going to mark it as
Exhibit 14. W are going to give himthe resolution
and order and also the appendix that is attached --

MR GRIFFIN.  Specifically that
questi ons on the appendi X.

[ Exhi bit Nunmber 14 was narked for
i dentification.]
BY MR GRIFFIN
Q M. Hurtado, are you famliar with this
order?
A Mario Hurtado for the record.
CGeneral |y speaking, | have not studied it
for this as part of ny testinony.

Q That's fine. W are going to | ook at somne
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figures in one table. So if you open Appendix A and
go to Metric 76.
A [ Wtness conplies.]
M5. MERCADOC. This is Margarita
Mercado, for the record.
| incorporate the argunments that |
I ssued earlier on -- | believe this is data in the
separate proceeding, the 007, on LUVMA's performance
in fiscal year '22, which it's our position it is
not in itself an issue for adjudication.
So that would be our objection to --
| will do a standing objection.
MR, SEI LHAMER W know t he
objection, but it's already been received.
M5. MERCADO. |'mjust stating it for
the record. It applies here, also. Thank you.
MR, SEI LHAMER: That's fine.
BY MR GRI FFI N:
Q Do you have the table and the reference?
A | think you said it was Nunber 76. | can
see Nunber 76.
Q Ckay. Wich nmetric is that referring to?
A SAI DI .
Q Ckay. Can you just describe what SAIDI is

for the broad audi ence here?
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A Sure. I'mnot an expert or an electrical
engi neer on this subject, but broadly speaking, it's
the System Average Interruption Duration |ndex.

| forgot what "A" stood for, sorry. But

basically it's the --

Q It's just an Average Interruption
Duration --
A It's just an Average Interruption Duration

Index. So it's an index of the average duration of
interruption for the systemcal cul ated according to
speci fic standards.

Q Ckay. And these are broadly accepted
i nternational standards. And the metric that has
been proposed here to include in the perfornmance
metrics -- targets.

A There's a specific standard that's issued
by the |EEE. And that's what our -- that's what
LUMA follows in terns of applying the -- and
recording on this metric.

Q Ckay. Can we | ook at the columm that says
"Fiscal year 2022 Average."

A Yes.

Q Ckay. And what's the nunber there?

A The nunber on there?

Q For Metric 76 for SAIDI?
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A Yeah, it's 1, 649.
Q Ckay. And then what was the baseline that
LUMA has proposed for this netric?
M5. MERCADOC. This is Margarita
Mercado, for the record. [It's outside what
he submtted in --
THE WTNESS: | have to | ook at
Annex | X again to confirm | think it is the sane
as what it says on benchmark here, but | woul d have
to | ook at Annex | X
Thank you.
For SAIDI, the baseline proposed on
Annex I Xis 1,243, soit's...
And then the value for -- it's the
same as the colum that says "Up Line 2020
Basel i ne. "
BY MR GRIFFIN
Q So the baseline perfornance, which was
establ i shed off of past historical performnce and
what was in your proposal 1243; is that correct?
A That's the baseline.
Q And the data reported here in this filing
was 600 -- 1, 649.
A That's what this table says. | would have

to check if that one was correct. Because there are
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several of these that had m stakes and LUVA had
several filings in response to this order, so we
have to check.

| don't know off the top of ny head if
that's the correct nunber or not.

Q Ckay.

A But assum ng that's the correct nunber,
yes.

Q And then this metric is higher -- which
direction relative to the baseline is better
performance or would have --

A 1,649 is --

Mario Hurtado for the record.

1,649 is worth [phonetic] performance than
the baseline as -- you know, follow ng these
nunbers, if they are correct, yeah, that would be
wort h performance.

Q Ckay. So based on the information
reported first-year performance was hi gher than
prior baseline and the baseline that you proposed in
your subm ssions for Annex | X?

MS. MERCADO. This is Margarita
Mer cado.
So just to state the clarification

that the witness has not been able -- as he said,
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l'mnot putting words into his nouth -- as he said:
He hasn't been able to check that the nunbers are
correct.

COW SSI ONER MATEQ: He al ready said
that for the record.

MS. MERCADO. Correct, but there's
anot her question asked, and I want the record to be
cl ear.

MR, SEI LHAMER. The question is to
the best of your knowl edge. He already stated that
he doesn't know if that's the correct nunber. He
al ready stated that for the record.

BY MR GRIFFIN
Q Ckay. M. Hurtado, I'd like to go back to
your statement at the end of the testinony here. It
says:
"The robust performance nmetrics wll
reverse negative perfornmance trends."
And so what are the protections built into
this agreement that will help reverse this trend?
A Can you explain what you nean by
"protections"?
Q What el ements of the Annex | X can address
this reliability performnce trend?

A Mari o Hurtado for record.
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Vel l, Annex I X, there's a specific target
that's been set. There's a m ninum perfornance
level. And so it would be no -- assumi ng that those

were the correct nunbers, which | don't know if they
are or not, that specific nmetric would get scored in
accordance with Annex | X and that result woul d go
into the cal culation of whether and what |evel of
I ncentive fee was applicable to that year.

In addition, the SAID is a key
performance netric. So non-attainnent of SAlIDI
under certain circunstances and with other things
happening woul d allow for the counter-parties to
cancel the contract with LUMA, the [inaudible] and
he OVA.

Q | did want to get into that. This is
contained in the Events of Default provision,
correct? As you referred to as one of the key
performance netrics, if you' re below the m ni mum
performance |level, but | do want to talk nore about
t hat.

But it would not directly trigger that; is
that correct?

A On its own for one year? M understanding
Is that it would not.

Q Ckay. So what woul d be the consequences
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to LUMAif in a year like this were to repeat
itself, the reliability was higher than the baseline
under your proposal ?

A LUMA woul d not be assigned any points for
that netric. And that would go into the overal
cal culation of the incentive fee.

So it would tend to | ower the incentive

fee and especially if it's a zero, that neans it's
zero poi nts assigned.

Q So on that one you get zero; is that

correct?
A If that were the nunbers, yes.
Q Ckay. |Is it possible in other categories

i f you earned over the 100 percent that there would
be an offset of the loss -- or the m ssed
opportunity for the incentive paynent?

A There's -- Mario Hurtado for the record.

The calculation is laid out in Annex |X

And if you attain above 100 in set areas, you can
score nore points. And then you add the results for
all the different metrics. And that's how you get
the results of the different points assigned, and
then fromthat. You would calculate the incentive
f ee.

Q Ckay. Let's go back to the discussion on
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Events of Defaul t.

Can you broadly explain for fol ks how that
wor ks under the proposal? | believe it's the
| anguage in the OVA itself.

A Are you referring to the key performance
metrics?

Q |"'mreferring to the provision and Events
of Default based on m ssing those key performance
metrics.

How does overall -- you alluded to this

woul d be one conduct, but how does it work in

totality?

A | believe | referred to it in nmy testinony
so |'d would have to -- but generally speaking, the
key performance netrics non-attai nment of -- or

attai nment bel ow the m ni num performance | evel on
three consecutive years of three key perfornmance
metrics would result in the right of the governnent
of Puerto Rico to cancel the contract or to
termnate the contract with LUVA

Q Ckay. So you would have to mss three
times in a row?

A That's what the contract says.

Q There's other provisions in there for

Force Majeure, other -- other aspects you coul d seek
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to not have those clauses triggered.

MS. MERCADO. Margarita Mercado for
the record. Can you specify which clauses you're
referring to, for clarity of the record?

MR GRIFFIN |If you want to go
straight to the section of the OVA itself and have
the witness read.

MR. SEILHAMER: He's asking a general

question. |If he doesn't have the answer, he can
state so. If he does, then he can answer it.
BY MR GRIFFIN

Q Are there -- is it a straight -- whether

your performance is belowit's a trigger, or are
there other provisions that LUMA can seek --
Wll, is there a force majeure clause
related to that?
A Mario Hurtado for the record.

There's a force majeure clause in the T&D

OMA for sure, |like every operation contract |'ve
ever seen.
Q Ckay.

MR GRIFFIN.  Your Honor, that's all
the questions that | have for the w tness.
MR, HURTADO. By the way -- sorry.

Force majeure applies to all the counterparties.
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lt's not just applied to LUMA. Force majeure
applies to actions by the P3A or by PREPA as wel |
dependi ng on what it is.

So it's not a unilateral application
by any nmeans. And it's a broad commercial concept
that's applied throughout different contracts.

MR CRIFFIN Gkay. Thank you.

COW SSI ONER MATEOQ:  Conmmi ssi oner
Mateo for the record.

| have a question for M. Hurtado
regarding the fact that the Annex | X proposed
doesn't have penalties, there was -- there were
questions and answers establishing that there are
provisions in the OVA for the termnation of the
contract if certain circunstances take place
regar di ng nonperformance.

How many times would LUVA have to be
In default or not perform ng as expected in order
for the termnation clauses to kick in?

MR. HURTADO  Conmi ssi on Mat eo,

t hanks for that question.

General | y speaking, the way that the
key performance netrics work is that non-attai nnent
In three years consecutively of three key

performance netrics would trigger the ability for
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the contract to be termnated by the other parties.

That's ny under st andi ng.

COW SSI ONER MATEQ  So in a
hypot hetical, you could have -- you could not
achi eve performance two years, do it in the third,
and the contract clause is out of the wi ndow because
t hey have to be consecutive. And that cycle can
repeat itself and you woul d never be under
termnation threat, if you will, because it has to
be consecuti ve.

THE WTNESS: Mario Hurtado for the
record.

For the key performance netrics, in
particular, that's ny understandi ng of how it works.
Cbvi ously there woul d be other -- depending on what
it is and other circunstances, there are other
consequences under the contract.

And, again, broadly subject to the
Energy Bureau's regul ation, so we woul d be subject
to whatever el se Energy Bureau has put in place or
has ordered in relation to reliability, in
particular, with this nmetric, but wth whatever
ot her neasures or policies are being enforced.

COW SSI ONER MATEQ  So it woul d be

consecutive and in your view the Bureau would -- in
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your proposal, the penalty is out of the equation in
your proposal, the Bureau would have to resort to

ot her nmechanisns in order to penalize its
nonperformance in the situation that we are
encountered w th.

So in your proposal, the penalty is
not getting the noney, if you will.

MR. HURTADO. Conmi ssioner -- Mario
Hurtado for the record.

As it relates to the performance
netrics, that's probably correct. But, again, the
Energy Bureau has broad jurisdiction and ability and
enf orcenment nechani sms that obviously go beyond the
performance incentive netrics in Annex |IX

So | would generally say that that's
right.

COW SSI ONER MATEG: I n your view of
the penalties subject, all of the penalties are not
in your proposal, if you do not performin
reliability; for exanple, the Bureau can penalize
you t hrough anot her nechani sm

MR. HURTADO. A good question --
Mario Hurtado for the record.

| think it would depend on the

particular circunstances and what the Bureau has

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 94

est abl i shed.

It's hard for me to say or to
specul ate without nore of it. But the Bureau has
broad jurisdiction and with the proper processes and
goi ng through the same way that the Bureau
establ i shes other orders or other neasures, the
Bureau, as | said, has a broad jurisdiction and can
establ i sh other nechanisns as well.

COW SSI ONER MATEQO  So it's -- the
mechani smthat the Bureau would have to resort to is
penal i zing even for that sanme netric for the |ack of
performance on that aspect which, by the way, is
tied to public policy conpliance, would have to do
It outside of this set of incentives, because your
proposal is structured in a manner that it doesn't
have both nechani snms, incentives and penalties.

So it would be out of this box, if
you wll.

MR. HURTADO. The way that Annex IX
and the overall OVA is structured would not concl ude
penalties -- inposition of penalties for
non-attai nnent of specific |levels under the
I ncentive performance netrics.

COW SSI ONER MATEGQ:  Thank you.

COM SSI ONER TORRES: This is
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Conmi ssioner Torres. | have sone questions for
Mari o Hurtado.

M. Mario Hurtado, you nentioned --
you made a statenent saying that once the netrics
were used for the incentives then the charges woul d
be anal yzed or nodified -- analyzed or nodified.

And nmy question is: Let's say the
Bureau does sel ect one of the netrics that you have,
for exanple, average speed of answer, they have a
target threshold for your own Nunber 9.

Are you saying that nunber shoul d not
be used?

MR. HURTADGC: No. |'m saying that
once there's nore clarity -- excuse nme, Mario
Hurtado for the record.

Comm ssioner, what |'msaying is that
under -- with the passage of tine and different
events as contained in Regulation 9137, as | just
tal ked about in ny testinony, and as taken into
account in several clauses in the OVA it's
appropriate to review the targets and basel i nes.

And in particular in this case because of the
passage of tine, because we haven't actually started
applying them we believe and LUVA woul d propose

that there be a quorumand an ability to process to
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be able to provide further data and updated data to
the Bureau. And that that would allow for updating
a baseline and target in line with that data.

COW SSI ONER TORRES: Ckay. Thank
you.

MR. HURTADO  Yes, sir.

MR GRIFFIN. Done with this wtness.

COW SSI ONER MATEQ.  This is
Comm ssi oner Mateo for the record.

When you nentioned adj usting
basel ines and targets, you are aware that the
baselines that the Bureau is using are the ones in
t he docket where we established the netrics.

So are you tal king about adjusting
targets or -- because |I'mkind of confused by your
statement because the baseline is the baseline.
It's where we started wth PREPA, the situation that
PREPA had.

And in the beginning, we were clear
that this is your point of -- your starting point.
And the benchmarks are where a good systemis
supposed to be. So that's the role.

When you tal k about updates, please
confirm whet her -- because our regul ations

est abl i shes a process in which the nmetrics are going
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to evolve. In the sane way that you are achieving
conpliance, the target is going to nove or either we
are going to change to other netrics to incentivize
ot her behavi or and performance.

So |'mconfused about the timng and
the nature of the update because this process is
about establishing the target and the netrics for
the incentive and the |egal nature of this procedure
gives it sone sort of finality, if you wll.

If we open the box again for changes,
the parties are here would [ike to chinme in and say:
| amnot in favor; |'mopposing this or that.

But certainly the regulation
establishes that fromtinme to time we can open this
procedure again and say, Well, these netrics are not
good anynore. W have nore data, and/or we should
move to other metrics.

So are you referring to that process
that these nmetrics are not there forever and the
targets are not going to remain with those forever?
O what are we really tal king about, because ny
concern i s whether you have the perception that once
this hearing is finished and we nake our
determ nation, LUMA is going to come up with an

update for changing termnations.
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The way | see this and the way it's
spelled out in the regulations, it's simlar to
IRP -- fromtine to time we will reviewthemto
capture what you say, changes.

But it's not like I'Il send you this
update, this changed the nmetrics. It's not that
easy because of the nature of this process that is
different fromM or another type of case that we
usual Iy handl e.

So can you clarify that for ne,
pl ease?

MR. HURTADO. That you Conm ssi oner
for the question. Mario Hurtado for the record.

| think what we're trying to westle
with is the reality that there has been passage of
sonme significant time, obviously there's additional
data and there is additional time that's passed.

And the appropriate targets -- and
maybe | didn't use the term "baseline" as carefully
as | should have. But primarily what we would be
focused on is the targets and the m ninum
performance |levels so that they are in line with the
current systemas it stands closer to the start of
the application of the metrics.

The concern that we have, which we

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 99

think is a normal concern that |lots of people would
have is, okay, we're talking about things that
happened during the front-end transition, data that
was established in sone cases in 2019.

And so it's a natural question of,
Vel l, do those targets nmake sense? There is |ots of
thi ngs that have happened since then, particularly
because we're tal king about the beginning of an
operati on.

| think if we were talking about a
utility that had al ready been operating for a nunber
of years, the situation would be different.

But we're faced with a starting point
and a particular set of netrics. And we think it's
appropriate to be able to update those.

The manner of which to do that
obviously is sonething that the Bureau woul d have to
determ ne or not.

| certainly have no intent to
re-litigate, if | can use that word, or re-argue all
of the different aspects. But in our view, it's
appropriate to -- and obviously there's a
controversy now. \Wat is the right nmetric? Should
that netric not be there? O should it be a

different metric and there are other questions that
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are overall that we have been tal king about.

But what's the right target based on
the current system and what LUMA has been able to do
seens |ike something that is subject to new data and
new i nformation that the Bureau can take into
account in order to have the nost appropriate
metrics.

In some cases LUMA has -- you know --
has -- you know, gone way over what sone of the
basel ines or targets are, right?

In sone other cases that performance
hasn't been there. There's a |ot of new data that
we think is appropriate and it's not -- it's not a
one -- in our viewthis isn't about shifting things
so that LUVA has a particular advantage or that it's
particularly nore harsh or particularly harder to
attain or easier to attain.

It's a question of updating and
recogni zing that some tine has passed. And if we
were starting today instead of saying in three
nmonths we are going to have nmetrics, we would be
using the nost up-to-date data we coul d.

And we think that in order to avoid a
| arge gap between what's in the targets and already

t he know edge that we have of how perfornmance is
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going and the current state of the system it would
make sense to update -- update those targets in
particul ar.

But |'m not proposing that we redo
all of the process, because we recognize there's
been -- and we have invested a substantial anmount of
tine and effort. And nmany of the parties have and
It's inportant to nove forward with this process and
have simlar certainty about what the netrics are.

And it's also inportant for those
nmetrics to -- as well as they can -- reflect the
current state of the system and where LUMA is today
and where it needs to be in the next three years to
attain the results for the best interest of
custonmers and for policy.

So that's the general -- that's the
proposal that | woul d have.

COW SSI ONER MATEGQ:  Thank you.

MR, HURTADO. Yes, nma' am

MR, SEILHAMER If there's no -- with
no ot her questions | think -- do we have anot her
questi on?

BY COW SSI ONER UGARTE:
Q | just want to clarify. You said at the

begi nni ng of your statenent that in February then in
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August and then Cctober of 2022.

Can you clarify the date of subm ssion of
Cct ober 2022? What was the difference fromthe
August to Cctober 17?

MR. HURTADO. Thank you,
conm ssi oner.

Mario Hurtado for the record.

The main difference was the addition
of four additional nmetrics as a result of the
resolution order fromthat Bureau to add nmetrics and
to propose netrics in specific areas.

And so LUMA proposed a netric and
veget ati on managenent to nmetrics -- one netric
having to do with energy efficiency, one netric
having to do with demand response, and then anot her
metric on the interconnection of distributive
generati on.

COW SSI ONER UGARTE: Did you have
the possibility to update the data fromthe other
metrics in that subm ssion?

MR. HURTADO. Mario Hurtado for the
record.

We did not update the data for the

other netrics in that -- in that subm ssion
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COW SSI ONER UGARTE:  The revision or
what at that time was necessary?

MR, HURTADO. We didn't update --
Mario Hurtado for the record.

Comm ssioner, we didn't update the
metrics or the data behind the netrics because we
saw it as a specific revision in reaction and in
conpliance with the order that was issued by the
Bureau to add those netrics.

And the record and testinony that had
al ready been part of the record had been subject to
rebuttal, discovery, and all the different actions
that the parties have taken was done with a specific
set of netrics for the establishnment of this
Annex | X

So we did not think it was
appropri ate.

COW SSI ONER UGARTE: Ckay. Thank

you.
MR. HURTADO. Yes, ma' am
CHAI RMAN AVI LES: The idea is that
you are the person in charge of this process. |If

you have a feeling that sonething has to be changed,
this was an opportunity to (inaudible) the changes.
MR HURTADO |'msorry,
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M. Chairnan.

CHAI RMAN AVI LES: Going back to
Comm ssioner Ugarte's question.

You said you revised the (inaudible)
for the metrics. The reality was if you feel that
sonet hing (inaudible), it was an opportunity for
you, LUMA, to submt the revision?

A Respectfully -- Mario Hurtado for the
record.
That's not the way that we sawit. W saw
it as an addition of those four netrics.
| believe there are some mnor corrections
that were made for like typos. And | think sone of
the wording in the nmajor outage event nmetrics,
specifically having to do with interaction with
muni ci palities because of the structure of the Preb
(phonetic) so that that netric would reflect how
t hose communi cations actual |y happened during an
ener gency, that was changed.
Of the top of ny head those are the ones
that | renmenber that we changed.
Q But, nevertheless, again in the revision
you coul d have revised and updated the netrics.
A We did not see that as an option given

where the process was and that testinony and all of
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the work that was already done on the nmetrics and
what was al ready in Annex I|X
That was our view.

CHAI RMAN AVI LES: Thank you.

MR, HURTADO. Yes, sir.

MR. SEILHAMER: |f we don't have any
ot her questions, | think this would be a good tine
to break for lunch and be back and 1:00 in the
af t er noon.

MS. MERCADG. Thank you.

[ Wher eupon, the proceedi ngs were adj ourned

at 11:58 a.m for luncheon recess.]
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- AFTERNOON SESSION - 1:12 P. M -

MR, SEI LHAMER W are going to
continue with the session. | want to remnd all the
W t nesses that you are still under oath.

The consultants for the Bureau are
goi ng to now cross-exam ne the LECO witnesses. So
give you floor. They are under oath already.

BY MR GRI FFI N:
Q | would first like to cross-examne M. --

MR HURTADO. Do you want us to
switch seats?

MR SEI LHAMER.  No.

MR GRIFFIN. The Chair said we're
good where we are.

AGUSTI N | RI ZARRY RI VERA,
havi ng been previously duly sworn, was exam ned and
testified as fol | ows:

EXAM NATI ON

BY MR SEl LHAVER:

Q Can you pl ease state your nanme and
position for the record.

A Agustin Irizarry Rivera.

Q Can you describe your role in this
proceedi ng?

A (I'n Spanish.)

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 107

Q In reviewng the testinony you provide two
recommendations; is that correct?

A Si, sefior

Q Can you pl ease descri be your process for
devel opi ng the concl usions and recomendati ons?

A (I n Spani sh.)

Q Ckay.

MR, SEI LHAMER  Thank you very nuch
for that. | would first Iike to discuss your
concl usi ons.

Do you have your direct testinony in
front of you?

A No.

Q Wul d you like to have your testinony in
front of you?

A Si.

Q I''mgoing to ask you about pages six
t hrough nine, just referencing off your concl usions
and recommendati ons.

MR, SEI LHAMER Let the record
reflect that we gave M. Irizarry Exhibit 7 and
Exhibit 9, which are two direct testinonies that he
provi ded t he Bureau.

BY MR GRIFFIN
Q Can you open to page 6, please? Page 6
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pl ease.
Ckay. Can you sunmarize your first
concl usi on?

A (I'n Spanish.)

Q Ckay. Geat. That's how | understood and
I nterpreted your concl usion.

Can you cite which of your recomnmendati ons
follow fromthat concl usion?

A (I'n Spanish.)

Q Ckay. Thank you very much. | am
following clearly fromthat. And if you | ook at
recomendation one, is this your primry
recommendati on focused on that concl usion?

A (I n Spani sh.)

Q Can we tal k about the -- are you aware of
the additional netrics that the Bureau ordered in
the Decenber 20, 2022 -- 2022 - 2021 order,
addi ti onal performance targets?

A [ n Spanish. ]

Q Do you believe that's vegetative
managenent ?

A Si. (In Spanish.)

Q And if the Bureau were to include these
I ncentive nmechanisnms in a final order, would that be

consistent with your recomendation?
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A (I n Spanish.)

Q So | think that's a good segue to your
second conclusion. Can you sunmarize your
concl usi on here?

A [ I n Spanish. ]

Q Sir, | --

A (I n Spani sh.)

Q Sir, | was asking about your second
conclusion. It's on page 6, going to page 7.
apol ogi ze if | m sspoke.

A (I n Spanish.)

Q And just to clarify, you' re aware that
there are provisions that will prevent a default?

A [ I n Spanish. ]

Q Ckay. Thank you for that explanation.

Can we turn to your recommendation Nunber

4 now? Can you please sunmarize your recomendation

here?
A (I n Spanish.)
Q Thank you for that.
Can we turn to Nunber 7 now?
A (I n Spanish.)
Q Ckay. Thank you for that. Thank you for
your expl anati on.
Can we turn to Nunmber 8 now? And | want
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to ask you a specific question on this.

A (I n Spanish.)

Q You're at Nunber 8?

A [ I n Spanish. ]

Q You heard the testinmony this norning about
the (inaudible) penalties; are you contenplating
this is something different than that, your
recommendat i on Nunber 872

A [In Spanish.]

Q Thank you for your explanation. | have no
further questions.

Comm ssi oner s?
COW SSI ONER MATEG:  No.
COW SSI ONER TORRES:  This is
Comm ssioner Torres, | have a question.
When you nentioned recommendati on
Nunber 7, Metrics, which netrics would you recomend
shoul d be considered gating netrics?
I'mtal king about Annex IX, limted to
that document.

A (I n Spani sh.)

COW SSI ONER TORRES: | believe it's
Exhibit 11, or -- it's Exhibit 11.

THE WTNESS: (In Spanish.)

COW SSI ONER TORRES:  Thank you.
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CHAI RVAN AVI LES: (I n Spanish.)
THE WTNESS: (In Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
CHAI RVAN AVI LES: That's all that |
have.
COWM SSI ONER UGARTE: (I n Spani sh.)
THE WTNESS: (In Spanish.)
COW SSI ONER UGARTE: (I n Spani sh.)
THE WTNESS: (I n Spanish.)
COW SSI ONER UGARTE: (I n Spani sh.)
THE WTNESS: (In Spanish.)
MR SEILHAMER: |f there's no nore
questions for M. Irizarry then we are going to
go --
MR GRIFFIN.  The next LECO witness.
MR SEILHAMER W are then going to
start the proffer of M. Al aneda.
JOSE ALAMEDA
havi ng been previously duly sworn, was exam ned and
testified as foll ows:
EXAM NATI ON
BY MR GRI FFI N
Q Thank you, M. Al aneda.

Wul d you pl ease state your nane and
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position for the record?
A (I'n Spanish.) Si.
(I n Spanish.)
Q Thank you.
Can you describe your role in the
proceeding -- your role in the proceeding.
A Ckay. (In Spanish.)
Q Thank you for that sunmary.

Can we turn to your direct testinony now,

A Page 5?

Q Can we turn to page 5 pl ease?

A (Wtness conplies.)

Q On lines eight through 11, if | understand
it, you basically made two recommendations to the
comm ssi on?

A (In English) Line eight to 11 -- line --
you said |ine.

MR. SElI LHAMER  Repeat the question.
BY MR GRIFFIN

Q What |lines are you referring to?

A Eight to ten.

Q Eight to ten. You reconmended two, you
made two reconmendations to the Conm ssion.

A Ckay.
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Q Can you sunmmarize your reward-and-penalty
scheme that you recomend?

A (I'n Spanish.) Si.

(I'n Spanish.)

Q Ckay. Can you -- in your review you
believe that the proposal in Annex | X would not neet
your reward/penalty schene?

A (I'n Spanish.)

Q Sure. In your review of LUMA's proposa
It's not consistent wth your first recommendati on.

A (I n Spanish.)

Q Ckay. On line 16, sane page "I conclude
and recommend that reward-and-penalty schene."

Do you have any nore specific
reconmendations on how the Bureau should do that?

A (I n Spani sh.)

Q Thank you for your explanation. No
further questions.

COW SSI ONER UGARTE: (I n Spani sh.)
MR. ALAMEDA: (In Spanish.)
COW SSI ONER UGARTE: (I n Spani sh.)
CHAI RMAN AVI LES: (I n Spanish.)

MR. ALAMEDA: (I n Spanish.)

CHAI RMAN AVI LES: (I n Spanish.)

MR. ALAMEDA: (In Spanish.)
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COW SSI ONER UGARTE: (I n Spani sh.)

MR. ALAMEDA: (I n Spanish.)

CHAI RVAN AVI LES: (I n Spanish.)

MR, ALAMEDA: (I n Spanish.)

CHAI RVAN AVI LES: (I n Spanish.)

MR, ALAMEDA: (I n Spanish.)

COMWM SSI ONER TORRES: (I n Spani sh.)

MR ALAMEDA: (I n Spanish.)

MR SEILHAMER: |f there are no nore
questions, we are going to proceed with the next
| i ne of questi oning.

COURT REPORTER Can | have a
five-m nute equi pnent break?

(Recess taken.)

MR. SEILHAMER: W are going to
resune with the hearing. Qur consultants are going
to ask questions to LUMA's -- go ahead.

MR GRIFFIN. First, | have a

questi on.
MR SEILHAMER: | want to rem nd
everyone that you're still under oath.
DONALD HALL

havi ng been previously duly sworn, was exam ned and

testified as foll ows:
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EXAM NATI ON OF DONALD HALL

BY MR GRIFFIN

Q First question for M. Hall.

A Yes, sSir.

Q Can you state your nanme and position for
the record.

A My name is Donald Hall and I'm | ead
performance netrics.

Q Thank you.

Can you state -- can you state your role
as a wtness inrelation to the others on behal f of
LUVA,

A Yes. M role has been supporting the
W t nesses, supporting regulatory, supporting the
technical areas of LUVA as well as rebutting sone of
the claims of Dr. Irizarry. That's what's in ny
rebuttal testinony.

Q Maybe let's nove to your rebutta
t esti nony.

Do you have that available in front of

you?

A No, | don't.

Q Wul d you like -- do you want to take the
time to have it?

A Yeah, that woul d probably be hel pful.
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Q Sur e.
A Thank you, sir.
MR SEI LHAMER M. Hall, can you get
closer to the mcrophone?
MR HALL: Sure. |'mready.
BY MR GRIFFIN
Q Geat. Thank you.

| would like to kind of ask a broad
question and then one nore specific.

So in ny review of your testinony, you
general | y have gone point by point to M. Irizarry's
testinony and offered response and rebuttal; is that
correct?

A That's correct.

Q Can you summarize that for us, your
responses?

A Vel |, they cover a few different topics.
Should | go topic by topic?

Q Sur e.

A The first topic concerns the 20th century
utility versus the 21st century utility like a grid.

Q Ckay.

A And before one can start building a 21st
or expanding into a 21st century electric grid, you

first have to have a 20th century electric grid

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 117

that's reliable and a robust platform

The electric systemthat LUMA inherited
was extrenely fragile, has been inproved upon, but
remains extrenely fragile as well as the business
processes internally that support various functions
of the conpany.

Then there's a suggestion that raw data --
raw out age data be publicly provided fromLUVA.  And
our position is that that's not a good idea. The
raw data can be msleading to people that are not
versed in the raw data.

The reliability calculations are based on
| EEE 1366, which requires statistical analysis to
arrive at the indices.

The energy board and P3A can exam ne the
processes and results at any tine they wi sh, and |
understand that's been done recently perhaps by a
representative of the conmssion. So, therefore, |
don't support that.

As far as the gating nmetrics and the
performance netrics that are nowin place in the
contract between LIPA and PSE&G, one has to
understand the history behind this.

The gating performance netrics and the

default performance nmetrics were just recently
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i ncluded in the renegotiated contract and are just
now bei ng i npl enent ed.

The history behind LIPAis that LILCO the
original electric conpany, got into trouble with a
nucl ear plant they were trying to build, which led
themto do many things, one of which was to bring in
a private operator in an attenpt to save noney.

The first operator was Key Span, the
second was National Gid, and then the third was
PSE&G

National Gid and PSE&G are mature
utilities and no help to operate and naintain the
system

So the LILCO system has been in fairly
good shape -- good shape -- for a 20th century
utility, since the private operators have been in
pl ace.

No conparison to the Puerto Rico electric
system As a matter of fact, | have never seen a
conparison to the Puerto Rican electric system And
| have worked with many US utilities and sone
over seas.

One of the reasons these netrics cane to
being was that PSE&G had a problemw th a severe

stormthat cane in and took out nmuch of the LIPA
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el ectric system

| ssa -- Issa, (phonetic) | believe,
pronounced sonething like that, was the name of the
storm And significant problens were uncovered wth
the way PSE&G was trying to operate the LIPA system
And, therefore, LIPA insisted on renegotiating a
contract and putting harsher potential penalties and
performance netrics into the contract.

So they have had a | ot of experience
operating a mature utility as conpared to LUVA with
the Puerto Rican electric system

There's another contention that you shoul d
consi der existing work proposed, netrics in other
jurisdictions such as Illinois, Hawaii, the United
Ki ngdom and Cal i forni a.

And in devel opi ng performance netrics and
benchmar ki ng performance nmetrics, the benchnark
utilities should be as close to the utility doing
t he benchmarking as possible in design, in
at nospheric conditions, environnental conditions,
the maturity of the utilities.

And | can say that there's a lot of
difference between Illinois. The United Ki ngdom
uses a conpletely different distribution system and

desi gn than North Anmeri ca.
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California is faced with many probl ens
that Puerto Rico is not, one of them being
wi | dfires.

And Hawaii is, in my mnd, on the cusp.
The larger island, Cahu, has -- | believe it's about
a third of the nunber of custoners as Puerto Rico
does. Plus Hawaii doesn't experience any
hurricanes. No hurricanes. |[|'ve researched this.
| did a benchmarking study that was submtted to the
conm ssion, it was rejected.

But they don't have hurricanes. They have

storms, but they don't have hurricanes. They are

bel ow the belt -- or above or below | can't
remenber.
Q Are you aware that | live there?

A Par don?

Q Are you aware that | live there?

A No. Did you have hurricanes because what
| read said they don't.

Q We'll get -- we had a near mss wth
Hurricane Lane a few years ago, Category 5, cane
90 mles within OGahu and veered off.

Hurricane |wa catastrophically damaged
Hawaii. W did have a hurricane pass over Muui

around 20- -- | believe it was in 2019.

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 121

A Ckay. |I'll wthdraw that statenent, then.
That was based on weat her research that | did.

And there are a lot of other utilities
that are closer to the conditions that Puerto Rico
suffers, Entergy in Illinois, for one, froma
weat her perspecti ve.

So ny point is when benchmarking, in
| ooking at data fromother utilities, one has to
consider the state of the systemthat is being
benchmarked. For instance, a mature utility in the
United States would have a SAI DI val ue up around 100
mnutes to 200 m nutes because they are a good 20th
century utility operating reliability -- reliably --
that has nmaintained their infrastructure; all of the
equi pment on the systemis working appropriately.
And that nust be considered when doi ng benchmarki ng.

And the |ast point was, again, Hawaii .

And we suggested that EEI, of the Edison Electric
Institute data be used for benchnarking since nost
of the larger US utilities, of which PREPAis a
large utility, participate in.

Q Does that conclude the overall sunmary?

A Yes.

Q Thanks.

| think I actually just have two fol | ow up
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questions. On the first point talking about the
transition to the 20th century to the 21st century,
are you saying that that was really nutually
excl usive? You have to do one, it has to happen in
sequence, they are not elenments that happen in
parall el ?

A There are sone things that cannot
happen -- that have to happen in sequence. The
Puerto Rican electric systemis in very bad shape.
They have inproved, but it's in very bad shape.

And if you apply sone of the 21st century
principles of nodernization, at least reliability
wll suffer -- and if you take a | ook at the
prograns that exist in the US at various utilities,
moder ni zation efforts typically are laid out wth a
20- to 30-year roadmap. They just don't happen
overni ght .

And LUMA is interconnecting nmany sol ar
installations and inmproved a lot in that area, and
al so have begun installing automation on the
di stribution feeders.

Q So in the context of the proposa
presented to the Bureau, particularly the -- | think
the second revision where there's the set of nmetrics

wer e proposed was the additional ones that the
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Bureau asked for, you nade a comment that working --
there's potentially a trade-off with reliability.

| just want to be clear: Are you saying
some of the netrics proposed there and the word
processes to either interconnect or distributive
generation focus on energy efficiency ER that those
potentially cone at a trade-off or -- well, 1"l
just ask that.

Were you referring to that specifically or
was that sone generalized statenent?

A That was a generalized statenent.

Q Ckay. And then if the proposal to include
reliability metrics that you have to neet benchnarks
for as well, plus sone of these other
transformational ones, is that sonething that wll
hopeful ly align the transformation with the
rebuil ding of the systenf

A One woul d hope so, but ny 42 years of
experience tells me that it won't. You need a
strong, robust 20th century electric system before
you can do nuch new technol ogy, apply new technol ogy
and have everything operate reliably.

Q And | think we heard this norning, | think
it was the testinony that the targets were based on

the plans that have been submtted by LUMA to do
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much of that work.

So, again, would the specific work that
you are proposing and the netrics that you proposed,
are they aligned or are they working at odds with
each other?

A The work that's currently ongoing and the
metrics that we proposed in the subm ssion?

Q Correct.

A CGenerally aligned, | believe.

Q Ckay. Cenerally aligned? O | nean, is
there an area that the Bureau shoul d be concerned
about, | guess, is the fair way to ask?

A No, not that | am aware of.

Q Ckay. Next area that | want to tal k about
I's your testinony on lines 220 to 222 of your
rebuttal testinony, page 11.

A Um hmm

Q And this is in reference to -- | think the
section -- it's your response to the recomendati ons
for the -- like the default provisions. And your
statement here -- I'mjust directly reading -- do

you have it in front of you:
"The remedi es provided under the T&D nmade
for failure to neet key performance netrics are

nore drastic than those in the LIPA contract.

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 125

Thus, M. lrizarry's recomendation is

redundant given the |anguage of the T&D

I nvol venent . "

Can you expand on or clarify what you nean
by "nmore drastic" --

A Yes.

Q -- inrelation to these two different
agreenent s?

A Yes. The default nmetrics in the LIPA
contract, they have three. |In the LUVA contract
there's ten potential default netrics.

LUMA has nuch nore to focus on to stay out
of default than PSE&G does with LIPA.  And,
therefore, in ny mnd, that nakes the situation nore
severe for LIPA

Plus LIPAis, like | said -- not to repeat
nyself -- but LIPA's electric systemis in nuch
poorer shape than the electric system owned by LI PA

Q | think you neant LUMA' s

MR, LARA:  You said LIPA twce.

THE WTNESS: |'msorry, LUVA the
LUMA system - -

MR GRIFFIN. | understood what you
meant. Maybe you need to clarify the record --

THE WTNESS: The LUMA systemis in
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much worse shape than the LI PA systemfromthe
condition of the assets to business processes, just
about everything that a utility does.

BY MR GRI FFI N

Q Ckay. And if I'munderstandi ng, when you
use the word in context "nore drastic" in relation
to the concept that you expl ai ned, key perfornmance
metrics, that parts of the events of default here
that are the potential trigger so that there's nore
I ndicators that could lead to triggering that
provision; is that correct?

A That's correct.

Q Was there -- is that inclusive -- when
you're saying "default netrics" in the LIPA
agreenent, was that in conbination with some of the
other -- there's gating netrics in there as well,
was that taking that into kind of total
consi deration?

A No. | looked at the gating nmetrics and
the default netrics separately.

Q Separately. Ckay.

A The gating metrics, my understanding is
that they do not result in default. They result in
a reduction of the variable opinion.

Q That's nmy understandi ng as wel |.

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 127

And then just as a point of conparison
there's -- your testinony is there's a broader set
of key performance netrics, but the structure is in
three years.

A Correct.

Q I's that consistent with the LIPA
agreenment? Do they have different provisions on it
that can be triggered by one single event?

A Yes. Yes, they do.

Q Ckay.

A They only had three netrics.

Q Do you know those off the top of your
head?

A | can't recall them

Q I's the kind of the frequency of triggering
then the sane in making that conparison? You said
there's nore netrics that potentially could trigger
it in your agreenent, but it has to be three tines
in arow

I's that -- you used the term"drastic," so
there's a few dinensions there, | think you used the
totality, but I"'mtrying to think of the bar to
trigger the event to default.

Do you see those as conparabl e?

A " mnot sure that | understand the
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questi on.

What | will say is that | think LIPA wll
have an easier go of avoiding default than LUMVA
wll, especially wth all of the uncertainty that
LUMA is faced with as they gain experience operating
the grid.

Q You're saying that in the context of them
having to renegotiate the agreenent as a result of

the strong performance --

A Yes.
Q -- they will have an easier go now?
A Sorry?

Q They will have an easier go after the
renegotiation and the new terns of the contract?
A LI PA?
Yes.
Yes, LIPAwII.
Ckay.
Conpared to LUMA, yes.

That's your testinony?

> O > O > O

Yes.
MR GRIFFIN. No further questions.
MR, SEI LHAMER  Any questions?
EXAM NATI ON BY THE PANEL

BY COW SSI ONER UGARTE:
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Q Hel l o. At the beginning of your testinony
you said that to be aware of nobre data because it
could be msled or be msunderstood. And for
clarification to the public, if you could give us an
exanpl e how that coul d happen. Very sinple.

A Ckay.

Q Not hing difficult.

A The raw data is that the colums of the
data are labeled as to what the data is, but a |ot
of the data, |ike cause code and especially the
notes that are in the spreadsheet that relate to the
outage or the event, soneone with utility know edge
coul d understand them

| don't think anybody without utility
know edge coul d understand what they are saying.

Plus cal culating the SAIDI and SAlF
val ues is conplex. Wen you file the 1366, it's a
statistical analysis that has to be done to conme up
with the sane nunber. And you could use the raw
data and do the cal cul ation without know ng how to
do the statistical aspect of the calculation and
come up with very different nunbers.

Q Ckay.

A There's one other point | could make.

Recently in the news Duke Power has had sabot age
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occur to sone of their distribution substations.

Yesterday in Baltinmore the FBI arrested
four people that were just about ready to sabotage
di stribution substations, anongst other things.

And if you have a volunme of this outage
data, soneone that is experienced, but has nefarious
obj ectives, could mne this data and potentially use
the results for staging sabot age.

Distribution data hasn't been | ooked at
| i ke transm ssion data, the CEIl, and whatever have
you. And personal information, it has. But what
distribution data can provi de saboteurs hasn't
really been exam ned in the industry.

| think it will be now.

COW SSI ONER UGARTE:  Thank you.
COW SSI ONER MATEG: | have a
question. Conm ssioner Mateo for the record.
BY COW SSI ONER MATEQ.
Q You were tal king about having a 20th
century system before we nove into the 21st century.

You tal ked about sonme things that need to
be in sequence and that LUMA inherited a systemthat
is fragile. Those are the facts.

A Um hnrm

Q And that's what, you know, LUVA got when
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they entered contract. So there's nothing we can do
about that. It is what it is and we don't have the
time to go fromone century and then the other. W
don't have tine. The need for the systemto catch
up is very dire and urgent.

But there are baselines. So we know what
the systemis. W can debate whether the baselines
were as good as they shoul d have been and whet her
the data is the best one we coul d have.

But this is being done with the best
i nformati on avail able, possible, and it is the best
that can be done with the data that PREPA had at
that tine.

Do you think that with that situation that
we can't wait until we get fromthe 20th to go to
the 21st -- with that perception that you have, is
LUVA going to have issues to achieve the netrics
that they are proposing or is that just an opinion
t hat woul d be convenient?

A The nmetrics that we proposed can be
reached. And there are sone things that are
happening in parallel. For instance, as the system
Is being rebuilt, distribution automation is being
added, for instance, which is a 21st century

t echnol ogy.
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So some things can be in parallel; sone

t hi ngs cannot, until additional pieces of the system
are rebuilt and brought up to 20th century
st andar ds.

Q So it's feasible to do nost of the work,
some maybe in sequence, but it's not inpossible --

A Some of it is --

Q -- to do the work in parallel?

A Yes. | apologize if | msspoke, but, yes.

Q And inprove the system Thank you.

COW SSIONER TORRES:  This is
Comm ssioner Torres, I'mgoing to reference lines
192 to 199 fromyour rebuttal testinony.
THE WTNESS: Um hnmm

BY COW SSI ONER TORRES:

Q You nmentioned that it would be premature
to apply to LUVA that the gating netrics as a
default netrics.

Wul dn't that also apply to -- it would be

premature to apply incentives, and if not, why not?

A | don't believe so. | believe that you
want to incent inprovement to the system and you
have that inprovenents to be very aggressive, which
Is part of the reason -- ny understanding -- part of

the reasons for the netrics, to have aggressive
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goal s -- aggressive targets, | should say.

COW SSI ONER TORRES: (kay. Thank
you.

THE W TNESS: Yes.

MR, SEI LHAMER  Thank you very much.
No nore questions, sir.

We are going to go to the next
W t ness.

MR CRIFFIN. Yeah, we'll go on.

M. Terzic. Please state your name
and position for the record.

BRANKO TERZI C

havi ng been previously duly sworn, was exam ned and
testified as follows:

THE WTNESS: Yes. M nane is Branko
Terzic and |'mhere on behal f of LUVA as an
| ndependent consul tant.

EXAM NATI ON
BY MR GRIFFIN
Q Ckay. Can you just state your role in
relation to the others in preparing your testinony
and your nornal role on the panel?
A Yes. | was asked to | ook at testinony

whi ch had to do with performance-based rate making

with the use of performance indices separately and
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also to tal k about nodern regul ation and nodern
el ectric systens.

Q Ckay. Thank you.

And it's going to be a simlar pattern.

A lot of your testinony or rebuttal testinony
responded to the points of the intervenors. Can you
summarize that for us?

A Yes. | have a sunmary, Conmi ssioners, on
ny |last few pages, you mght want to take a | ook at
t hat .

| went to the fundanental question of,
What is this contract about and how does it fit in
utility regulation that you are doing?

And this is a managenent contract, which
in arate case or in a devel opnent of a revenue
requi renment, would be in the operating and
mai nt enance expense.

And so you have here one conponent of the
revenue requirenent. | |ooked at the 2019 published
annual report of PREPA and | see that in 2019 the
revenue was 3.6 billion.

And so you as conm ssioners in the next
rate case are going to be looking at setting rates
toraise 3to 4 billion -- 1 don't know what the

current requirenment is -- but it's a huge task, a
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difficult task, and it will require a revenue
requi rement, a cost of service and a rate design.

The O&M conponent of PREPA, which is only
the transm ssion and distribution, is 70 mllion
base with a $13 nillion potential high, potential
100 percent payout.

So we're talking in the first year
83 mllion that you' re looking at out of a 3.6 or so
billion revenue requirenent, so to put that in
cont ext.

There was testinmony in the case,
wel | -researched testinony, about incentive rate
maki ng and perfornmance-based rate naking.

Nei ther one is applicable either to PREPA
or to -- or to LUMA. And | chaired the Federal
Energy Regul atory Comm ssion task force on incentive
rate making. |'ve spoken on incentive rate making.
One of the magazines called nme the "silver nouth
conmm ssioner," for being an advocate of incentive
rate making, which | am and continue to be.

But incentive rate making is designed for
for-profit utilities, which are nmonopolies and which
have as their main goal profit maxim zation

And as the professors have pointed out in

t he docunents and papers, the profit maxi m zation
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comes fromtwo steps: One, overinvesting in rate
base, because as you know, under our regulatory
formula your return for a profit utility is rate
base tines rate of return.

So clearly there's what's called the
average Johnson effect by econom sts where a utility
given no control will overinvest gold plate and rate
base to raise its profit.

And the second charge agai nst investors on
utilities is they will push for sales. They wll

push for higher revenues, which given the current

rate base, will also -- higher revenues than what
was in the rate nmaking, in the billing
determnant -- they will push for higher sales in

order to maxim ze revenues to increase higher
profit.

And in the testinony of ny esteened
col | eagues sitting behind ne, nost of them pointed
out that this propensity to increase profits
requires regulation, and the notion -- the problem
of course, is that neither PREPA nor -- PREPA can't
do incentive rate maki ng because PREPA doesn't have
profit maxim zation as its goal.

| looked in the statutes establishing

PREPA; | |ooked through the |Ianguage. Nowhere is --
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the goal is lowcost electric service, reliable
service, it is not maximzing profit.

Now, it could maximze profit, and the
nice thing there is that profit would go to the
citizens of Puerto Rico.

But PREPA is not maximzing profit and so
there is no concern that PREPA woul d maxim ze
profit; therefore, incentive rate nmaking doesn't
wor K.

PREPA al so does not have the -- because it
doesn't have the profit maximzation, it also is not
pushi ng for higher sal es because of not having a
profit doesn't nmean higher sales, it wants the sales
t hat custoners need.

So incentive rate maki ng does not work for
PREPA.

For LUMA, the traditional
per formance- based rate naking, incentive rate naking
doesn't work because LUMVA doesn't own assets. And
LUVMA does not make a higher profit if PREPA's asset
basi n creases.

There is no tie-in with the size of -- if
PREPA were to double its asset base, there's no
i ndi cator that increases the profit to PREPA.

Secondly, if there are increased sal es by
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t hensel ves, even if nore revenue is gotten, that
revenue goes to the citizens of Puerto Rico.
Yes?

CHAI RMAN AVILES: Still, the
3.6 billion budget is based on cost-of-service
regul ations, right?

THE WTNESS: That's correct. That's
correct.

CHAI RMAN AVI LES: Thank you.

THE WTNESS: My understanding is
this board and its predecessors have done
cost-of -servi ce regul ati ons where they devel op the
revenue requirement -- and ny understandi ng of
regulation -- and |I've been in it 50 years as a
state and federal regulator, spent five years as CEO
of a New York Stock Exchange |isted regul ated
utility -- ny understanding is that the O%M expense
inthis contract will be part of the rate case that
you come up with next.

| al so understand that an RFP was
I ssued by PREPA, by P3, | believe, by the financial
oversight commttee and that RFP had within it the
OMA contract and the performance indicators that
PREPA bel i eved needed to be addressed.

So the three or four conpanies that

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1
Page 139

bid for this &M contract were told: Here is our
contract and here is what we, the people of Puerto
Ri co, the owners of PREPA, the financial gurus now
at PPP and -- this is what we believe needs to be
addr essed.

So all three of the bidders bid
agai nst the nmetrics that we're tal king about now
substantially. That's nmy understanding. That those
metrics were provided by PREPA

So PREPA decided -- LUMA didn't
deci de what PREPA needed to do or -- the people of
Puerto Rico decided what needed to be fixed and in
what order.

And ny understanding is that those
metrics were given to the bidders for themto
under stand what woul d be required of themif they
won the bid.

And the contract was then signed.

MR GRIFFIN. | was hoping for a
summary.

MR TURZIC. | will let the
Comm ssioners determne if they want ne to continue
or not.

MR GRIFFIN. | mean, | think the

focus summary on the responses to the people
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W t nesses --
MR, SEILHAMER: Can we have a
one-m nute recess.

[ Wher eupon, a recess transpired from 3:02
p.m until 3:03 p.m]

MR SEI LHAMER  Let's resune.
BY MR Rl FFI N

Q | cut you off at the recess.

So does that conplete your summary?

A Just one further comment and that is, ny
understanding is this board or its predecessor has
been requiring PREPA to provide 117 different
benchmarks or indicators prior to this contract.

Now we have with the contract an
additional 30. | understand there's sone overl ap.
| can cone up with another hundred indicators. At
one time, ny commssion in the 1930s, the Wsconsin
Servi ce Commi ssion, had 300 indicators. They were
wor ri ed about construction, and construction
overtime and construction costs.

And so there were many construction
indicators -- |'mnot sure that you have those --
but, in any event, you can always have a | ot of
| ndi cat ors.

For a conm ssion that's regulating a
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for-profit utility, what do you do with those
i ndi cators?

Wl |, one thing you can do is reduce the
profit to the owners of the system to the profit
monopol i sts. W have a slightly different situation
here where LUVA doesn't own the system once again,
has a different cash flow |Its cash flowis based
on a fixed contract, plus an opportunity to earn
slightly nore noney. So we have a slightly
di fferent position.

My overall recommendation is it seenmed to
be reasonable that if the people of Puerto R co
t hrough PPP and through PREPA had determ ned what
their priorities were, and had given the bidders the
metrics that they wanted themto operate on, that
woul d be a good place for this conmssion to start.

And then later, as was pointed out, this
comm ssion has full authority for the other
i ndi cators or for any other reason to issue
penal ties on nonperformance because it doesn't
regul ate PREPA on a for-profit basis.

Q Yeah, but aside fromprofit, we can use
metrics to reduce the cost of service to
efficiencies and we can do that as a regul ator.

A Yes, you can do that for a state-owned
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enterprise or for a private conpany. |If you do it
for the state-owned enterprise, then there nmay be
cost shortages or sonething.

It's a different -- it's a slightly
different systemwhen you're -- | regul ated 500
muni cipal utilities in Wsconsin. You get a very
different relationship with the mayor of the town
and his board than you do with an investor of a
utility. So it is slightly different.

What you have here is the opportunity to
nmeasure the performance of LUMA. Initially, later,
as was pointed out, you can change, nodify or add
your own decision as to what the board believes is
the priority based on taking evidence, as you've
doi ng now, and other places.

So | think that woul d be answer.

BY MR GRIFFIN

Q Can | clarify a few points that you nade.
Let's be specific about this function and this
contract.

A Ckay.

Q You spoke a | ot about overall regulatory
schene.

But very clear on this, it's a maintenance

contract, as you said.
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A Ckay. And the question is?

Q Vell, in the context of applying
performance incentive mechani sms to that contractua
structure, that's what we're tal king about here.

A Yes. And what's the specific question?

Q ['mtrying to clarify the summary conmments
that you nmade, which contenplate |lots of different
regul atory schenmes. But the discussion here is
focused on what is being proposed for LUVA given
this contract structure, trying to incent certain
types of performance outcones using the performance
I ncentives.

That's what's been requested, that's
what's been proposed, correct?

A Yes. | think for an initial start, the
contract signed by LUVA and the various parties that
signed it, PPP, PREPA, the financial board, the
Governor m ght have been involved, fromwhat | saw
fromthe details.

The initial contract seened to me based on
where it cane from how it was devel oped, to be in a
good place to start and with experience and with
addi ti onal hearings, | don't see anything wong wth
taki ng another ook at it.

Q And the concept is to apply these
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I ncentives to produce certain types of behavior, and
achi eve certain policy outcomes that Puerto Rico is
| ooking for, correct?

A Yeah. Are you testifying or you're asking
me a question?

Q ' masking you: |Is that consistent with
the regulatory practice that you were tal king about?
A | believe this contract will advance

public policy and will give the opportunity
hopeful Iy, of course, successful performance and
| nprovenment in service here in Puerto Rico.

Q And then the use of incentives on that is
anot her way to advance those types of outcones.

A The use of incentives is the only way this
contract advances that, right? There's no --

Q But | believe there's a whole set of
responsibilities inherent in the contract that LUVA
I's supposed to live up to.

A Yes, but the measures are in the metrics.

Q Ckay. | just have a couple clarifying
questions in areas of your rebuttal testinony.

If we look at |ines 344 through 346.
Do you have it in front of you?

A Hol d on.
Ckay.
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Q So your statenent here in response to
questi on:

"Yes, | do. Firstly, this reconmendation
calls for the addition of penalties, which
believe already exist in the OVA. They may
have been overl ooked as they are in the
contract section titled, 'Events of Default.'"

You're equating -- are you in this case

equating penalties wwth the events of default?

A If | fail to perform according to the
contract, | fail to performbased on three out of
the ten indicators, three years in a row, the
contract is in default and there's a huge

multimllion-dollar penalty that could be paid as

wel | .
So, yeah, | think that's a penalty.
Q Ckay. Got it. No further questions.
MR, SEI LHAMER: Any ot her questions?
COW SSI ONER MATEG.  Yes, | have one
guesti on.

EXAM NATI ON OF MR. TERZI C BY THE PANEL
BY COW SSI ONER MATEQ
Q Are you aware that the regulator can
foster or force or suggest changes in behavior on

performance through other mechani sns aside from
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t hese incentives?

A l'msorry --

Q Because as a regulator, if LUVA is not
conplying with public policy, even if it's not in
these netrics, these netrics don't cover everything
that public policy calls for. W can inpose
penal ties or other sanctions to incentivize that way
Wi th negative consequences, behavior.

Because you nentioned that this is the
only way to incentivize behavior in the contract.

So that's kind of contradictory with what we
di scussed this norning and what M. Hurtado
testified this norning.

A | think the answer is yes, because | heard
the Chairman earlier very specifically state the | aw
and that was a terrific law. And | think we had a
simlar one in Wsconsin when | was on the
conmi ssi on.

So | don't have any quibble with that. |
think that | do understand that and | believe LUVA
does as wel |.

COW SSI ONER MATEO.  kay. Thank
you.
BY COVMM SSI ONER RAMOS:
Q M. Terzic, hi.
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You tried putting into context or stating
that LUMA is not an | QU

A Correct.

Q And, therefore, the regular netrics or
I ncentives don't apply or not as efficient or
woul dn't - -

A I ncentive regul ation doesn't apply as
I ncentive regulation is established to curtail
excess profits and to induce efficiency.

Q Correct.

A And so because you're not profit driven
the efficiency induction isn't there for a nonprofit
entity.

Q Understood. And then you tried putting
into context LUMA's fee and incentive fee together
wth the entire revenue requirenent.

A That it was a part of it, yes -- or could
be. That's your decision. |It's going to be your
deci si on when you set rates.

Q Ckay. The portion of LUVA' s fee that
wll -- the incentive feeis -- | think you
mentioned 13 mllion the first year of contract.

How do you conpare that to a regular 10U
utility's incentive fee in terns of market average.

A Yeah. Keep in mnd that the mechanismfor
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an industrial utility would be the adjustment of the
return on equity at the end.

Many conm ssions will go through a full
rate case, they will receive testinony from
rate-of-return witnesses as what a utility of this
ri sk ought to earn, generally given a range.

And they wll have nultiple w tnesses, so
they will have consuner advocates, industrial
advocates, the staff of the conm ssion frequently
testify.

So you'll have a range of returns and
frequently the commssions will say: W'Ill go to
the high or Iow end of the range based on our
i npression of, Is this a well-run, efficient utility
or not?

And our evidence for that will be
information in the record about performance
I ndi cat ors.

And so they will use it to adjust return
up or down. |'ve seen IO conmm ssion go up, go down
hal f a percentage point, whatever. So that's
generally howit's used.

Q That's for the return that's going to be
inplicit in the design, in the reg design.
A R ght.
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Q But 1'mtal king about incentive fees,

t hese conpanies also -- it's now nore comon t hat
t hey have ways of getting incentivized or w nning
bonuses.

'mtrying to conpare what --

A | didn't see anything in the record --
it's not the norml don't think, that 50 states --
['"'mnot sure -- 35 of themor 30 do this. They are
using the incentives nore to nake adjustnents for:
Is this a well or not well-run utility?

There are sonetines explicit fees added or
subtracted to reach certain goals. But that
generally allows you -- it's between rate cases and
It mght allow you to keep a slightly higher return
If you earn it.

So it does get a little conplex.

COW SSI ONER RAMOS: Al right.
Thank you.

MR, SEI LHAMER Al right. Any other
questi ons.

(No response.)

MR. SEILHAMER: Let's nove on to the
next w tness.

JUAN LARA

havi ng been previously duly sworn, was exam ned and
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testified as follows:
EXAM NATI ON
BY MR GRIFFIN
Q M. Lara, please state your full name and
position for the record.
A My name is Juan Lara, |'man econom st and
I'mtestifying as an expert wtness for LUVA
Q Can you explain your role in relation to
LUVA's ot her w tnesses?
A Basically I was asked to read
Dr. Alameda's testinony and to provide an opinion on
t hat .
Q And can we open up your testinony?
A | don't have it -- oh --
MR SEILHAMER It's right there.
THE WTNESS: (h.
MS. MERCADO. For the record, | think
it's Exhibit 6.
MR, SEI LHAMER  Correct. W put in
that tag.
THE WTNESS: Yes, it is, siXx.
BY MR GRI FFI N:
Q Can you open those to page 3?
A Yes.
Q So on lines 34 to 60, you provide your key
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findings and concl usi ons here?

A Ri ght.

Q Can you summarize those for the Bureau?

A Yes. Well, basically Dr. Alaneda is an
econom st, as | am And he testifies that there's a
need for incentive-based regulations for LUMA and
PREPA, but basically tal king about LUNA.

And he uses econom c theory and econom ¢
literature to argue that point. And ny key finding
Is that he doesn't really nake a case for what he's
advocating. He doesn't do it with the literature
and he doesn't do it with the economc theory,
ei ther.

And to begin with, he assunes that the
agreenment between LUMA and PREPA and the Puerto Rico
P3 Authority is faulty because it doesn't -- it
doesn't take care of the necessary incentives to get
the regulated entity to behave in a way that is
requi red or needed by the governnent of Puerto Rico
and the people of Puerto Rico.

And he just assunes that. He doesn't talk
at all about what the incentives are in that
agreement. And he doesn't say anything based on
ei ther econom c theory or econom c analysis of why

he assunes that the contract doesn't provide
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adequate incentives for the purposes of the
regul at or and PREPA and the people of Puerto Rico.
So he just assunes that.

But he does say that there's a need for a
systemthat includes both rewards and penalties and
he proposes a couple of fornulas for that that he
essentially derives fromone of the pieces of
literature that he consulted.

And he appeals to concepts in economcs
that are not properly applied here. He never really
makes the connection between those concepts and what
he i s proposing.

So when you | ook at the overall analysis
he perforns, what | conclude is that he's
essentially proposing an idea for the regulators to
consider without any real foundation either in data
or analysis or econom c theory.

Q Ckay. Thank you for that summary.

Now, just to follow up, if | understood
what you're saying -- | believe |I heard you say he
didn't make his case either based on econom c theory
or analysis, just to understand it.

So do you nmean by that his proposal, at
| east one of them was for nore penalty schenes, so

opportunity for rewards and penalties.
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And so are you saying there is no economc
theoretical basis to support that approach?
A None that he provides in his testinony.
Q You're just saying his testinony didn't
provi de --
A Yes, for exanple, he cites literature that
Is not applicable for Puerto Rco. He cites
literature for Italy and for the United Kingdom and
ot her places that tal ks about a price gap mechani sm
that's not the type of regulating systemthat we
have in Puerto Rico. That's not applicable to the
type of utility that operates in Puerto Rico, the
electric system
So you're using as references for your
anal ysi s and your recommendations literature that
really doesn't apply. It's not nmeant for this kind
of environnent.
Q Ckay. Thank you
And so the -- it's non-applicable nostly
because these were case studies or applications,
different locations with different specific factors
in Europe that don't apply here?
A Yeah. For exanple, in the case of the
paper by a couple of Italian econom sts about

regulations in Italy, he nmakes a statenent about how
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price gap nmechani snms can inprove efficiency in a
privatized for-profit utility.

That's not what we're tal king about here.
So, you know, why bring that up? Wy use that
literature to bring up a case for an incentive
systemthat is not the one that they have in Italy,
either, not any of the fornulas that he nentioned,
and it's not what we're tal king about in Puerto
Rico. It's not what LUMA ought to be facing from
t he regul at ors.

MR GRIFFIN. Ckay. No further

questi ons.
[ EXAM NATI ON BY THE PANEL]
CHAI RVAN AVI LES: (I n Spanish.)
THE WTNESS: (In Spanish.)
CHAI RVAN AVI LES: (In Spanish.)
THE W TNESS: (In Spani sh.)
CHAI RVAN AVI LES: (I n Spanish.)
THE WTNESS: (In Spanish.)
CHAI RVAN AVI LES: (I n Spanish.)
THE WTNESS: (In Spanish.)
CHAI RVAN AVI LES: (I n Spanish.)
THE WTNESS: (I n Spanish.)
MR SEILHAMER: |f there are no
further questions, then -- no questions?
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(No response.)

MR, SEI LHAMER Then we are going to
start with the intervenors. W are going to give
thema limt for questions.

We are going to start with (In
Spanish.) Then we are going to go with LECO

| don't know if PREPA has questions.

So then we are going to go (In
Spani sh) and LECO, is there sonething that LUMA --

MS. MERCADO. Just to be clear, we
are going to start with Hurtado, cross-exam ning
Hur t ado?

MR. SEILHAMER. Wth cross, yes, but
i f they have any questions -- they m ght have
questions for the rebuttal also. And we mght do it
in this time space, also.

We are not going to do two rounds of
questi ons.

So if they also have for the
rebuttal, they should do it now.

MS. MERCADO. (kay.

MR. SEILHAMER: And in the case of
O PC, not only do they have LUVA's w tnesses, they
al so have LECO s wi tnesses that they can question.

Go ahead.
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MR, VAZQUEZ: (In Spanish.)
MR. HURTADG. (I n Spanish.)
( EXAM NATI ON of MR, HURTADO BY
MR VAZQUEZ.)
Q (I n Spanish.)
A (I n Spani sh.)

MS. MERCADO. | woul d request that
t he document be shown and | believe he was answering
In English, so just for clarity of the record.

MR, SEILHAMER: Can you clarify the
obj ection?

M5. MERCADO. Yeah, there's a
question being asked about a prior statenment issued
by the wtness for himto be shown, and |'mjust
finding out it's also in English.

COW SSI ONER MATEG: They are
speaki ng both in Spanish. The w tness hasn't asked
for the docunent in order to answer the question.
So |l et himask the attorney.

Let's not stop his testinony for
sonething that is not even an objection.

MS. MERCADO. It is an objection on
process for the --

COW SSI ONER MATEOQ:  Express it as an

obj ection and wait for the objection to be ruled.
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Do not argue --

MR. SEILHAMER: In terns of the
| anguage, the objection is denied. At the beginning
wi th the guidelines we established that even though
the hearing was going to be in English, the parties
coul d either ask questions or answer questions in
what ever | anguage they preferred.

So in this case, contrary to the
questioning fromour consultant, which she answered
I n English, he decided to answer the question in
Spani sh.

So | don't see anything out of the
ordinary with that. So --

MS. MERCADO. Just to clarify, it is
just on procedure. Wat | meant on the | anguage is
that the attorney is translating an English
original -- a docunment that was witten in English.

For clarity of the record, he
provided a translation to an answer that was
provi ded by M. Hurtado in English.

That was ny --

MR. SEILHAMER: And that's fine and
if the witness thinks that the translation wasn't
correct, he can answer and correct whatever he

t hi nks was m stakenly stated.
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MS. MERCADO. |f the witness doesn't
have the docunent, it will be very difficult.

MR. SEILHAMER: The witness has the
docunent, but also if he needs the docunent to
answer a question, he can request the docunent and
we'll facilitate it. [It's at the witness's table.
BY MR VAZQUEZ:

Q Sefior Hurtado (in Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I n Spanish.)

MR, SEI LHAMER Now | got confused.
If you can make a reference to the contact page so
he can go, and at the sane tinme we'll save tine.

M5. MERCADO. It's not a docunent
admtted into evidence. So it's not a docunent that
he has before him

MR VAZQUEZ: kay. (In Spanish.)

COW SSI ONER MATEQ:  No, you have to
introduce it. Renenber that this norning we
admtted into evidence a series of activities.
Later, other people asking questions introduced
several others.

I f that docunent that you're

referencing is not in that group, you need to
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I ntroduce it and you need to provide a copy so we
mark it and this wtness can have it available to
take a ook at it.

So you need to do that first in order
for himto answer.

MR VAZQUEZ: (In Spanish.)

COMW SSI ONER MATEG: \Where is a copy
of the docunent?

MR, VAZQUEZ: (In Spanish.)

MR, SEI LHAMER: But then the question
I's has that docunment has been narked as an exhibit?

MR VAZQUEZ: (In Spanish.)

COW SSI ONER MATEQ:  That's not goi ng
to work, M. Vazquez. W need to figure sonething
for you to do the things in the sane way the other
peopl e here are doing it because if sonebody hasn't
submtted it, you have to submt it.

| understand that if it's already
mar ked, you don't have to submt it again, but --

MR. SEI LHAMER: Can we have a
one-mnute recess so | can consult with the
Conmm ssi on?

[ Wher eupon, a recess transpired from 3: 33

p.m until 3:40 p.m]

COW SSI ONER MATEG:  Just for the
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record of all of the parties, we all exchanged the
docunents that each party intended to use in this
proceedi ng. That doesn't nean that the Bureau wll
print copies for anybody.

Everybody was supposed to bring their
copies for this type of situation in which you're
asking a question, nmaking a reference to a specific
docunment, and showing it to the witness, and/or if
you want for it to be admtted in evidence.

So for tonorrow, anybody that doesn't
have their docunments, please either make sure that
t he docunment has al ready been admtted so we have a
copy, and it's already marked as an exhibit, or
bring your copy.

Because exchangi ng the docunents in
the original format was a conveni ence for everybody
to know And in case this hearing was going to be
mut ual , because we have to have the electronic
copies to showit. But that's not the case. W're
all here so please be prepared for that tonorrow

MR, VAZQUEZ: Just to clarify our
position, basically we thought that if there's any
evi dence or any docunentation that has al ready been
provi ded by any other parties, we should be able to

nmake reference to that --
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COW SSI ONER MATEQ:  The evi dence has
not been provided. W're dealing with docunments are
either admtted as exhibits or they are in
everybody's corner or in the admnistrative record.

If they are -- and renmenber otherw se
they are not part of the admnistrative record.

So that's why everybody -- and just
for exanple, we said we were going to use this
docunent. And we are not anynore. You didn't bring
your copy, | don't have to give you a copy. So
that's why everybody has to be prepared.

For other proceedings the Bureau has
seen the conplications that this nmay cause us. W
may stipulate exhibits for another case to sinplify
things, but we didn't do that. Nobody proposed it.
So we have to do what we have in front.

So, please, let's avoid any ot her
further del ays.

MR SEILHAMER So we are going to
al l ow counselor to continue his Iine of questioning.
BY MR VAZQUEZ:

Q So, M. Hurtado, before the break, we were
tal ki ng about the goals of the incentive perfornmance
metrics.

A Yes, sSir.
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Q (I n Spanish.)
Si.
Q (I n Spanish.)
MS. MERCADO. (I n Spanish.)
MR, SEI LHAMER  When you have an

>

obj ection, just state the basis wthout going into
details.

MS. MERCADO. (In Spanish.)

MR, SEI LHAMER And | know this and
I"mgoing to instruct all of the w tnesses and |
don't doubt your integrity, but as part of the
gui delines, it was established that no one can have
anything on the table other than their pads.

So if you have cell phones or
what ever ot her devices, please just wait until
recess to use it or as soon as you are dism ssed for
today's panel. | wll appreciate that. Thank you.

Counsel , go ahead, can you rephrase
your question?

( EXAM NATI ON OF MR, HURTADO)
BY MR VAZQUEZ:

Q (I n Spanish.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I'n Spanish.)
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MR, SEl LHAMER

Counsel ,

can we wap

up? We're way past tine. W have been lenient, but

we need to start wapping up your questions.
MR VAZQUEZ:

BY MR VAZQUEZ:

Q

(In

Spani sh.)

(I'n Spani sh.)
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(I n Spani sh.
(1 n Spani sh.
(1 n Spani sh.
(1 n Spani sh.
(1 n Spani sh.
(1 n Spani sh.

> O >» O » O >

(1 n Spani sh.
MR. SEI LHAMER: One | ast question.
THE WTNESS:. (I n Spanish.)

BY MR VAZQUEZ:
Q (I n Spani sh.)
A. (I n Spani sh.)

MR. SEILHAMER: It's ten mnutes
applied to everyone on the panel. Not only LUVA,
but we are going to give you tine for two nore
guestions, and then we need to nove on.

BY MR VAZQUEZ:

Q (I'n Spani sh.)
A. (1 n Spani sh.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I'n Spani sh.)
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Q “I'ndi cating that he agreed to which
progress has been nmade in relation to the current
state of the system alignment with public policy
and the custoner needs and (indeci perable) the
position (indeciperable)"; okay?

(I n Spani sh.)

A (I n Spani sh.)

MR. SEI LHAMER. One | ast question,
Counsel or.
BY MR. VAZQUEZ:

Q (I n Spani sh.)
A. (I n Spani sh.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (1 n Spani sh.)
A (I n Spani sh.)
Q (I n Spani sh.)
A. (I n Spani sh.)
Q (1 n Spani sh.)
A (I n Spani sh.)
Q (I n Spani sh.)
A. (I n Spani sh.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spani sh.)
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A (I n Spanish.)
MR, SEI LHAMER  Thank you.
LECO.
MR. MURTHY: Thank you. |'Il start

with M. Hurtado.
Good afternoon, M. Hurtado.
THE WTNESS: Good afternoon.

BY MR, MJURTHY:

Q You were the senior LUMA enpl oyee
testifying at this hearing; is that right?

A Mario Hurtado for the record.

Yes, | am

Q Earlier this nmorning, you nentioned that
LUMA was | ooking for -- you used the phrase, "a fair
opportunity to earn the incentive fee."

Do you renenber that?

A Yes, | think that's what | said. | nean,
i n general the contract says that the operator has
to have an opportunity to earn the incentive fee.
And | think it's in a couple different places in the
contract.

Q Ckay. \Wen LUMA signed the operation
managenment agreenent in 2020, the draft as it stood
at that time, did LUMA have an expectation that it

woul d earn the full incentive fee?
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A Mario Hurtado for the record.

Not necessarily. | think there was a
recognition that there needs to be a process during
the front-end transition to ook at the real data
and see where the real perfornmance of the utility
| ay, what the budget would be attributable to the
activities that would help in reaching those goals
and those targets. And then the time frames. And
then take into account other conpeting priorities
and how t he operations were going to go.

There were a | ot of question marks about
exactly how things would go and specifics,
especi al ly when you get to one specific area and how
that was going to go.

| nean in general the goal and the
expectation was inproving, which we have. But |
t hi nk when you get very specific there was a fair
degree of uncertainty because of the lack of data
and lack of visibility, which, you know, was just
part of what we encountered.

Q Sitting here today with the data that you
have now, and nmetrics and targets set in Cctober of
2022, does LUMA have an expectation that you'll earn
the full incentive fee?

A Not necessarily.
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Q I's your |evel of uncertainty --
A | nean that's certainly our goal. That's
certainly -- that's our target, to do the absol ute

best we can in every area.
But, you know, | don't think we know
whet her we are going to be able to do that or not.

Q There was a | ot of discussion this norning
and just now about LUMA updating the performance
data that underlined the targets.

I's there a set fornula or set nethod that
LUMA woul d enploy to use that data and update the

target based on new data?

A | don't quite understand the question in
terms of fornula. | think it would be a question of
determ ning what the last -- you know, the period

and the nost recent data. And then presenting that
to the Bureau and they woul d be able to have the
benefit of that to see what the actual
characteristics have been of the different metrics
and any additional information on the current state
of the systemthat would -- that effects those
specific metrics and those specific activities.

Q So once the Bureau receives its updated
performance data, it wll be up to the Bureau and

st akehol ders to determ ne the new targets.
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A Well, it's up to the Bureau to determ ne
the targets.

Q Ckay. Do you expect at this point that an
update of the performance data would just be raising
targets to reflect higher performance standards or
Is it possible that LUVA woul d be seeking to | ower
certain targets to reflect |ower perfornmance
st andar ds?

A | don't prejudge. | think it depends on
the different nmetrics and that's why we have to go
t hrough the data.

| think as I've said in general, we've
done well. But we haven't hit the target on every
one. And the characteristics of the system you
know, they are what they are now.

And we've |earned a | ot nore about the
operations, so | think that all of that experience
and all of those learnings are worthwhile to bring
to bear in trying to set targets for the initia
three-year period that are attainable. And also
nmeet the goals that the Energy Bureau has set in
91.37 and in the different orders.

Q So it is possible that updated performance
data from LUMA -- that LUVMA woul d say that updated

performance data would require |owering of certain
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targets?
A Yeah, I'mnot going to judge what it would
say or not. W need to do it based on the data and

based on what we're able to present at the tine.

Q My Hurtado, ny question is whether it's
possi bl e or not possible.

A It's possible, sure. |It's possible that
sonme of the netrics would have higher targets. |It's

possi bl e that sone of the netrics woul d have | ower
targets.

But none of that is determnant. And it's
goi ng to depend on the data and obviously that wll
ultimately be up to the Bureau to make deci sions
about that.

Q We have been di scussing updates of
performance data. Wuld it also nmake sense for LUMVA
to update targets based on updates to its
| nprovenment prograns, updates to budgets and updates
to the federal funding that's avail abl e?

A Those are factors that could be taken into
account. | think you'll see in Annex | X and the
testinony -- | nmean, there's a connection, as |
di scussed this nmorning wwth M. Giffin, there's a
connection between the budgets, the resources that

are going to be expended and the activities that are
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going to be done, and the attainment of certain
| evel s for different netrics.

Q | would like to | ook at the Cctober 20
2022, Annex | X. This is Exhibit 11.

Geat. | wuld like to take a | ook at
page 11.
A [ Wtness conplies.]
Q So starting on this page you'll see the
Table 2.4, the Sunmary of Performance Metrics"; is
that right?

A That's Table 2.2, Sunmary of Performance
Metrics. That's the title.
Q R ght. Ckay.

So here we have each performance netric
that LUMA proposes listed in this table; is that
right?

A Yes. Yes.

Q W have the effective --

A For the regul ar performance netrics.

Q Sorry?

A The maj or outage events netrics are in
anot her table.

Q Ckay. And we have the effective weight of
each of these netrics in the last colum here.

A The proposed wei ght, yes.
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Q Ckay. Do these effective weights
correspond to the inportance that LUVA places on
each of these netrics?

A | think there are a couple of things that
I nfl uence weight. One was what was the weight that
was in the original OMA, in the draft, Annex IX

And then in sone cases there were
di scussions specifically about the weight with the
P3 Aut hority, about what was appropriate weighting,
given the state of the utility in that area that we
had found, and the information that we gathered
during the front-end transition or the prograns that
we were planning to put into our budgets noving
forward

Q So strictly speaking, these effective
wei ghts don't match up to exactly how LUVA wei ght ed
each of these netrics.

A These effective weights are the effective
wei ghts that we're proposing for Annex |X

Q Ckay. One of LUMA's key goals is to
prioritize safety; is that right?

A Yeah, we have several key goals and that's
one of the -- that's certainly at the top.

Q The decision to prioritize safety over

ot her concerns, is that sonething that LUVA
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I ncor porated when you created the proposed netrics?

A | don't know what you mean by
"incorporated” in this context.

Q Do the weights of these proposed netrics
and effective weights of these netrics reflect
LUVA's key goal to prioritize safety?

A The inclusion of the netrics is part of
It. But the weighting assigned for each one doesn't
necessarily reflect that we think that one is nore
I nportant than the other.

| nmean, there's a |ot of goals that as a
utility we have to try to attain. As | said, the
effective weight is a result of a process based on
the data. And then -- excuse nme -- based on the
di scussions and the feedback and revisions that we
received fromthe P3.

Q So, M. Hurtado, if we were to | ook at the
effective weights and we were to see that OSHA
metrics have a | ower effective weight than other
metrics |like, say, how quickly LUVA picks up the
phone, when you abandon the ring or are on a phone
call; how can you reconcile that wwth LUVMA's goal to
prioritize safety?

I's LUMA really prioritizing safety over

pi cking up the phone if the effective weight of the
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OSHA nmetrics is |ower than picking up the phone's
metric?

A No. It has to do with math. So there is
30 base points for customer service; 50 for the
technical, safety and regulatory; and 33 for
finance.

So there's nore netrics in the technical,
safety and regulatory. And so the weighting is a
result -- it has to add up to the 60.

And so it's not necessarily a reflection,
as | nentioned already, that we think that safety is
| ess inportant than the J.D. Power custoner survey
for residential, for exanple. That's not the case.

Q If LUVA could earn a bigger incentive by
| nproving -- sorry.

If LUVA could earn a bigger incentive by
| nprovi ng average speed of answer or inproving
abandonnment for phone calls, as opposed to inproving
performance on work-related fatalities, or another
OSHA netric, how would that inpact LUVA's deci sion
on how to prioritize resources?

A If LUMA could -- I"'msorry. Are you
saying if there was a larger reward for abandonnent
than safety?

Q Correct.
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A | think that we would | ook at that. |
think we have to be conscious of it, but safety
really has to be the nunber 1 priority and is
sonmet hing that we put a very big enphasis on

It inpacts the operations of the utility.
And it's also very inportant to the workforce and to
all of the LUMA famly to nmake sure that they work
safely.

Typically utilities that have better
safety performance are better operated, have higher
performance. And plus you're talking about people's
lives. And so that's very inportant.

So it wouldn't necessarily make it |ess
| nportant.

Q Bet ween inproving the netric as an
I ncentive or inproving safety, then howis LUVA to
reconcil e those two opposing concerns?

A |'msorry, could you repeat the question?

Q Sur e.

If LUVA could inprove safety, but would
| ose out on sone part of the incentive, how woul d
LUMA reconcile that?

A | think that's a hypothetical that doesn't
exist, so I'mnot going to speculate on it.

Q | wanted to --
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A Safety is suprenely inportant to
everything we do. And we are not going to take
shortcuts based on the attai nnent of other things.

Like | said, there are many goals that we
have to attain as a utility, as a utility operator,
and we have to keep all of those in mnd, but safety
Is always at the top.

Q LUMA includes a target for each of these
metrics; is that right?

A There's a target assigned, yes.

Q Ckay. | wanted to go back to the Energy
Bureau' s Decenber 2020 order, which is sonething we
wer e discussing this norning, and | want to | ook
specifically at the last one. It's entitled
"Incentives, Reward, Difficult Tasks."

A Um hnrm

Q Does LUMA believe that the target assigned
to each nmetric represents a difficult task?

A W thout |ooking at the specific |anguage
in the resolution, | amfamliar with the topic in
general and | think that | have sone testinony on
t hat .

| nean, running the electric utility in
Puerto Rico and nmaking progress is a difficult task.

| ndi vi dual 'y maki ng substantial progress
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in different areas towards the different goals that
we have, prioritizing safety, having a nore
resilient system rebuilding the grid as we make it
nmore resilient, nodernizing the system and putting
in nore effective business operations, and then
maki ng sure that all of that is done while we're

al so building a nore sustainable energy -- energy
eco system-- and having nore renewabl e energy and
all those things. Those are all inportant and they
all have their challenges.

All of it together especially is quite
difficult because you have a | ot of goals at the
sanme tine and a trenmendous amount of change at the
sanme tine.

And as we've established, we're starting
froma starting point which, in nost cases, is
basically the worst in North Anerica in terns of a
starting point.

Q CGetting back to the targets in these
metrics, did LUMA try to find a typical task when it
assigns these target? How did LUVA cone up with
these targets and was the difficulty of it a factor?

A Vell, the difficulty has to do with what
the netric is, right? Mst of these netrics were

established in what the governnent of Puerto Rico
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said they wanted to acconplish for the system
That's why they were in the Annex | X when we
executed the contract.

So we largely took those and then | ooked
at the reality of what was going on in the utility
and in sone cases, as | nentioned, it wasn't a
practical way because of the data or because of
timng where the utility was to be able to utilize
that netric.

And so sonme of those were deferred, but in
general, we went with what already was in there
and -- but it depended on |ooking at the current
state of the utility and what was, practically
speaking, we were going to be able to track
effectively and report on.

Q The governnment of Puerto Rico proposed
certain netrics. You brought that up and you said
you | argely accepted those; you generally accepted
t hose.

But there was part of what the governnent
of Puerto Rico suggested in ternms of netrics that
you rejected; is that right?

A Vell, we deferred certain netrics after
| ooking at the data, and the way that those nethods

woul d have to evolve. Were the systemwas, in sone
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cases, the technology was just not there to be able
to do some of the things that you need to for sone
of those metrics.

That was part of the process that that
commttee during the front-end transition | ooked at
and di scussed and came up with the proposal.

And then we had di scussi ons about that and
we got feedback and revisions fromthe P3 Authority
and their consultants on Annex I X. And we took
those into account, and then submtted it in
February of 2021 to the Bureau.

So, | nean, it's the sane process, right?

Q The governnment of Puerto Rico initially

suggested penalties as part of this as well, did
t hey not?
A [''mnot aware of that.

In terms of the performance nmetrics and
the scoring of the performance netrics --

Q Ri ght.

A -- | don't remenber specifically. | know
that the netrics were in sone formin the RFP and
then they were in the contract and then through the
conpetitive process and in negotiation of the
contract, the structure of the fee was arrived at as

part of negotiation and conpetitive process wth
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mul tiple aspects being -- cone to between the
parties.

Q So penalties were originally part of the
governnent's proposal for these netrics --

A |'mnot sure. | actually don't renenber
that. That's not how | renenber it. But |I would
have to go and | ook at the RFP and see if they were
actually there or not.

| know that when we signed the contract,
that's -- there were not penalties in the
performance netrics. There were certainly, as we've
di scussed, other penalties and other consequences
for not attaining things in the contract.

Q | would like to go over a concept that
M. Giffin discussed in the norning, a concept of
tiers.

So | would like to ook at a page in the
performance netrics targets that goes over these
tiers. | thought we could use an exanple to
understand that a little better.

Wiy don't we | ook at page 167

A Ckay. |'mon page 16.

Q Does that have the performance netrics
table with the -- with each of the netrics and the

target threshold and m ni mum performance | evel and
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tiers?

A Yes, it does, Table 23, Sunmary of
Performance netrics based on (inaudible) targets.

It has a target threshold, m ninmm performance |evel
and then 150, 125, 100, 50 and 25 percent of the
target for each of them

Q Ckay. Can you hel p us understand here,
LUMA has a target threshold here, but LUVA doesn't
need to hit that target threshold to earn points
toward the incentive; is that right?

A The target threshold establishes the
hundred percent nmark on the nmetric. That's howit's
desi gned.

Q LUMA earns points towards the perfornmance
i ncentive for any perfornmance above the m ni num
performance level; is that right?

A Putting aside the binary netrics?

Q R ght.

A If there's a performance above the m ni num
performance | evel, then that woul d be above zero.
And as stated in the testinony, that would be
25 percent times the base points assigned to that
metric.

Q Ckay. Let ne try to use an exanple here

and then maybe that wll help us --
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MR. SEI LHAMER: Try wrappi ng up your
questi ons.

MR, MURTHY: Ckay. Sure.
BY MR MJRTHY:

Q Let's ook at the J.D. Power Custoner
Satisfaction Survey for residential custoners. For
Year 1, you can see the m ni num performance level is
398, right?

A Yes, that's correct.

Q So if LUVA earns a 399 on the survey, LUVA
woul d earn points towards an incentive; is that
right?

A That's how the scoring works.

Q Ckay. And, in fact, LUVA could even score
bel ow 398, the baseline, and still be eligible to
earn its full performance incentive for the year; is
that right?

A It would have zero points for this netric.
Whet her or not it earned the fee, that exactly would
depend on the calculation of the points.

Q So, M. Hurtado, Wtness Terzic discussed
executive conpensati on packages for executives at
utilities. And | wanted to ask you about that
t opi C.

Does LUMA have that kind of package for

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1

Page 184

Its own executives, a conpensation package --

MS. MERCADO. | amgoing to object.
Qutside the scope of the proceedings.

MR, MURTHY: Your Honor, this is
sonmething that M. Terzic hinself testified as to an
anal ogi zed to this performance entry.

MS. MERCADO.  No.

MR, SEI LHAMER  Well, it wasn't part
of M. Hurtado's testinony, as you are stating here.

Soif it's not part of the direct
testinmony, and he didn't make any reference, you can
ask the other w tness about it, but not M. Hurtado.

MR, MURTHY: kay. |'Ill nove on.

MR, SEI LHAMER  Ckay.

BY MR MJRTHY:

Q After the initial draft and design was
submtted in June 2020, you be submitted three
further --

A |'msorry. February 2021. Are you
tal ki ng about when the contract was signed?

Q Yes. So the initial one was created in
June 2020; is that correct?

A It was an Annex | X as part of the
effective contract of June 2020, yes.

Q And there were three further Annex |X
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subm ssions after that, that was February 21
Sept ember 21 and Cctober 257

A Roughl y speaki ng, yes.

Q Earlier today, you testified those changes
I n those subm ssions did not include any changes to
the met hodol ogy; is that right?

A | think -- yes, | think that's right.
Between the first and the second one, there was sone
updated data fromthe front-end transition period.
And t hen between the second and the third one there
was an addition of the three -- well, four
addi tional nmetrics ordered by the Bureau?

And there were sone corrections or sone
changes that were presented as part of the redline
of Annex IX. | think | gave one exanple, it had to
do with an MOE. | think there were sone typos and
corrections that had to be done in different
versions. But, basically, it's those three.

Q In response to a question fromthe

Chai rman, you st at ed:

"There were no major data updates"; is
that right?
A I'mnot aware fromthe tine of the
subm ssion -- you know, that between the February

and the August one, there's additional data. |
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can't think of whether there was any others, but |
can't say there were no other changes, but |'m not
aware right now.

MR, SEI LHAMER: One | ast question.
BY MR MJRTHY:

Q So let's start with June 2020, the
Annex | X that existed in June 2020. The Energy
Bureau issued this Decenber 2020 order with these
six criteria: Go above and beyond, further
conpliance wth public policy, et cetera.

Did LUMA nake any changes to the Annex IX
to address the criteria set forth by the Energy
Bureau in that Decenber 2020 order?

A LUVA | ooked at the order obviously and
took it into account in terns of finalizing the
Annex | X that was submtted to the P3.

In particular we | ooked at what netrics
fit different parts of the criteria that were set up
in that order. So we took it into account.

| don't know of any specific change that
we made because of that order.

Q So you cannot identify any specific change
LUVA made to the Annex | X to satisfy the Energy
Bureau's order?

M5. MERCADO. Asked and answer ed.
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THE WTNESS: Yeah, | think
answered it. W took it into account. W |ooked at
what the different netrics were. W saw how there
was alignment, generally.

In some very specific areas, there's
some netrics that specifically address sone specific
principles.

There's a lot of that in the
different motions. |In fact, the notion that
presented the Annex | X goes through that in sone
detail; how the Annex | X submtted in February 2021
aligns with the order from Decenber of 2020.

MR, SEI LHAMER  Counsel or, we've had
the |last question three questions ago.

MR. MURTHY: Thank you.

SEl LHAMER:  LUVA?
MERCADGO.  Ckay.
SEI LHAMER: So it's going to be

25 D

LECO s wit nesses.
MS. MERCADO: Ckay. | understand.
EXAM NATI ON AGUSTI N | Rl ZARRY RI VERA
BY M5. MERCADOC
Q (I n Spani sh.)
MR. MURTHY: Your Honor, |I'mgoing to

obj ect to that question as beyond the scope of this
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proceedi ng.

MS. MERCADG. (I n Spanish.)

MR SEILHAMER If it's part of the
direct testinony, then, yes, it's within the scope
of the --

MR. MJURTHY: Your Honor, it's not
part of his direct testinony.

MS. MERCADO. (In Spanish.)

MR, SEILHAMER: |f the part -- if it
Is part of the -- we'll allow the question.

MS. MERCADO. Si. (In Spanish.)

MR SEILHAMER: It has been ruled, if
it's part of the direct testinmony of the --

MR. MURTHY: (Ckay. Your Honor, |
woul d ask to identify a line where it's in the prior
t esti nony.

MR, SEI LHAMER: Can you nake
reference in the direct?

MS. MERCADG. (I n Spanish.)

MR. SEI LHAMER: Before you nake the
question, just nmake reference to where in the direct
or the attachnment it makes reference to --

BY M5. MERCADC
Q (I n Spani sh.)
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Q "Expert wtness."
(I n Spanish.)

A "Expert witness on behalf of |ocal
envi ronnental organi zation."

Q (I n Spanish.)

A (I n Spani sh.)

Q (I n Spani sh.)

A (I'n Spanish.)

Q (I'n Spanish.)

A (I'n Spanish.)

Q (I n Spanish.)

A (I n Spanish.)

Q (I n Spani sh.)

A (I n Spani sh.)

Q (I n Spanish.)

A (I n Spani sh.)

Q (I n Spani sh.)

A (I n Spanish.)

Q (I n Spanish.)

MR. MURTHY: Your Honor, |I'mgoing to
object. This is way beyond the scope of the
t esti nony.
MS. MERCADO. No. (In Spanish.)

MR SEl LHAMER

|f there is sone --

some word in the docunent that he says that he has
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done those functions?

MS. MERCADG. (I n Spanish.)

MR. SEI LHAMER: Go ahead.

MR, MURTHY: Your Honor, these
questions were raised already in a Mdtion to Strike.
Part of Dr. Irizarry's testinony. And it's been
overrul ed.

MR. SEILHAMER: This is
cross-exam nation. She can inpeach the wtness and
that's what she's doing. And part of the questions
have been related to docunments attached to his
direct testinony.

MS. MERCADO. (I n Spanish.)

THE WTNESS: (In Spanish.)

BY M5. MERCADO

Q (I n Spani sh.)
A (I n Spani sh.)
Q (I n Spanish.)
A (I n Spanish.)
Q (I'n Spani sh.)
A (I n Spani sh.)
MS. ARROYO Sorry. | have to
interrupt. | amLaura Arroyo, counsel for LECO

She is continually asking questions

I n Spanish. The person that is here in the hearing,
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he's going to hear the translation and he sees the
attorney that is assigned for this panel.
So | wll suggest that when she
speaks, she speaks slowy so he can hear conpletely.
MR, SEILHAMER If the objection is

to allow for the transmssion to -- that's fine. |If
that's -- that's fine.
Counsel or --

MS. MERCADG. (I n Spanish.)

MR. SEI LHAMER: You have to delay the
timng to allow himto |isten.

MS. ARROYO. To object --

MR. SEI LHAMER:  Sustained. We'll
Instruct the attorney to do so.

MS. MERCADO.  Ckay.

CHAI RVAN AVI LES:  (In Spanish.)
BY M5. MERCADC

Q (I n Spanish.)

MR SEI LHAMER: Asked and answer ed.
He just answered the question to the Chairman.

MS. MERCADO. (kay.

MR SEILHAMER: Can | have it so
can see it and mark it as an exhibit and then give
It back?

MS. MERCADO. (Tendering docunent.)
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MR. SEILHAMER: Perfecto. |It's
Exhi bit 15.

We are going to mark it as an
exhibit. Once you' re done wth the witness, can we
pl ease get the document so we can have it for the
record.

MS. MERCADO. (Ckay.

[ Exhi bit Nunber 15 was marked for
I dentification.]
BY MS. MERCADO
Q (I n Spanish.)

MR, SElI LHAMER  Counsel, you've asked
the question three tinmes. He's already answered
regarding the $12, 000.

MS. MERCADGO. (I n Spanish.)

MR, SEI LHAMER: (kay. If it's
efficient, go ahead.

BY Ms. MERCADO

Q (I n Spanish.)
A (I'n Spani sh.)
Q (I n Spani sh.)
A (I n Spanish.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spanish.)
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(I'n Spani sh.

(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n

Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.

MS. MERCADO:

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

(I'n Spani sh.)
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MR. SEI LHAMER: The decision that the
Bureau has nade in terns of docunents, any docunents
that we are going to use with a witness we are going
to mark it as an exhibit.

MS. MERCADO.  (kay.

M5. ARROYO. Wi ch docunent ?

MS. MERCADO. " LUNA Performance
| ncentive Mechani sm a Handbook for Regul ators.”

MR. SEI LHAMER. Once you're done, |
need a clean copy to mark it and it will be Exhibit
16.

[ Exhi bit Nunmber 16 was narked for
i dentification.]
BY M5. MERCADC
Q (I n Spanish.)
A (I n Spani sh.)

MR, SEILHAMER: This is LUVA exhibit,
whi ch one?

MR, MJURTHY: For identification,

47-1.

MR, SEI LHAMER: Forty-seven.

BY MS. MERCADO
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spanish.)
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BY MS. MERCADQO

Q
A

> o >0 >0 >» 0 >0 >0 >0 > L0 > O F

(I'n Spanish.)
(I'n Spanish.)
(I'n Spanish.)
(1'n Spani sh.
(1'n Spani sh
(1'n Spani sh
(I'n Spani sh

)
)
)
(I'n Spanish.)
(I'n Spani sh.)
(I'n Spani sh.)
(I'n Spanish.)
Exanpl es of anal ysis perfornmance nethods.
(I'n Spanish.)
"Peak | oad production"?
(I'n Spanish.)
" St akehol der engagenment " - -
Si .
(I'n Spanish.)
(I'n Spanish.)

MS. ARROYO  \What page?

MS. MERCADO (I n Spanish.)

(I'n Spanish.)
Proposed Performance Metric.
MS. MERCADO (I n Spanish.)
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THE
BY MS. MERCADO

Q (I'n Spani
A (I'n Spani
Q (I'n Spani
A (I'n Spani
Q (I'n Spani
A (I n Spani
Q (I n Spani
A (I n Spani
Q (I'n Spani
A (I'n Spani
Q Exanpl es
sust ai nabl e energy
A. (I'n Spani
Q (I'n Spani
A (I'n Spani
Q (I n Spani
A. (I'n Spani
Q (I'n Spani
A (I'n Spani
Q (I'n Spani
A (I'n Spani
Q (I'n Spani
A (I n Spani

W TNESS: (I n Spanish.)

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N/ Nl N N N N N N N N

of nmetrics to achieve a
system - -

sh.)

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N’ Nl N N N N N N N N

Ver bati m Reporting PR

787.626. 5700



© 00 N o o b~ W N P

N DN N NN P R R P R R R R R
g h W N P O © 0 N O O » W N P O

HEARI NG FEBRUARY 7, 2023 VOL. 1

Page 197

o > O >» L0 >0 >0 >0 >»0 >0 >0 >»LO0 >0 >0 >0

(I'n Spani sh.

(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n

Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.

N/ Nl N/ N N N N N N N N N N N N N N N N N N N N N N
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(I'n Spani sh
(I n Spani sh

(I'n Spani sh

)
)
(I n Spanish.)
)
(I n Spanish.)

)

O > O > O P

(I'n Spani sh
MR. SEI LHAMER: Counsel or, we need to

start wapping up your questions.

MS. MERCADG. (I n Spanish.)

MR. SEILHAMER: It has to be a fair
gane for everyone el se.

MS. MERCADG. (I n Spanish.)

MR. SEI LHAMER: So not ed.

CHAI RMAN AVI LES: (I n Spanish.)

MS. MERCADGO. (I n Spanish.)

M5. ARROYO. We need nore next tineg,
yes.

COW SSI ONER MATEQ: (I n Spani sh.)

MS. ARROYO  Sorry, Counsel Laura
Arroyo, they already nmet our time. How many nore
times are they given then?

COWM SSI ONER MATEO:  Fifteen m nutes.
So you're going to have 15 mnutes and they are
going to have 15 mnutes. So we're all staying

because of these questions because tonorrow we are
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going to start wth sonething else. W finish this
t oday.

MR, SEI LHAMER  What do you nean
there's other w tnesses?

MS. MERCADGO. (I n Spanish.)

MR, SEI LHAMER The 15 mnutes is to
finish. But we need to clarify this because
15 mnutes to finish a line of questioning. It's
not to start wth a new w tness.

MS. MERCADG. (I n Spanish.)

MR, SEI LHAMER  One-minute recess.

[ Wher eupon, a recess transpired from 4:59
p.m until 5:03 p.m]

MR. SEI LHAMER. So everyone is aware,
we are going to give you 25 nore mnutes, 15 for the
W t ness that you have right now and ten m nutes for
the next w tness.

If you want to play with the 25
m nutes, you can play with themand use five and 20,
that's going to be 25 mnutes. And we are going to
give both parties 25 additional mnutes for your
questi ons.

MS. MERCADO. So for the record, |
don't think that it's alimtation ontinme to

cross-examne too many witnesses. | think it should
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not going to be able to fully cross-exam ne these
W t nesses.

And, secondly, to clarify, are you
adding 25 mnutes for all of the w tnesses?

MR. SEI LHAMER: For every w tness.

M5. MERCADO. For all of the
W t nesses.

MR. SEILHAMER: For all of the
W t nesses.

CHAI RMAN AVI LES: (I n Spanish.)

M5. ARROYO (I n Spanish.)

MS. MERCADG. |'m not opposed for
themto have additional time for each w tness that
didn't speak.

COW SSI ONER MATEQ: (I n Spani sh.)

( EXAM NATI ON OF M. | RI ZARRY CONTI NUED)
BY M5. MERCADQO

Q (I n Spanish.)
A (I'n Spani sh.)
Q (I n Spani sh.)
A (I n Spanish.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spanish.)
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BY M5,

> o >» 0 >» 0 >» 0 >» O >» O >

> O >» O >» O > O

(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n

Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
Spani
IVS.
MR.

CHAI RVAN AVI LES:

VERCADQO

(I'n Spani sh.

(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n

Spani
Spani
Spani
Spani
Spani
Spani
Spani

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N/ N N N N N N N N N N N N

ARROYO (I n Spanish.)

SElI LHAMER:

sh.
sh.
sh.
sh.
sh.
sh.
sh.

N/ Nl N N N N N N

(I'n Spanish.)
Si.
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> O > O > O > O » O » O > O

(In
(In
(In
(In
(In
(In
(In
(In
(In
(In
(In
(In
(In
[In

Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.

)
)
)
)
)
)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)

MS.  ARROYO

(I'n Spanish.)

MR, SEI LHAMER  The question is if he

I ncorporated that information in the -- in his

report.

So if he didn't,

BY Ms. MERCADO

> O > O > O

(In
(In
(In
(In
(In
(In

Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
Spani sh.)
)

Spani sh.

t hen he can answer no.
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> O >» O > 0 » O » O > O

MR.

IVS.
IVS.
VR.

)
)
)
)
)
(I'n Spani sh.)
)
)
)
)
)

(I'n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.

(I n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I n Spani sh.
(I n Spanish.)
VS,

ARROYO:  (In Spanish.)

SElI LHAMER:

Deni ed. She's asking

ARROYO:  (In Spanish.)

MERCADO,
SElI LHAMER:

(I'n Spani sh.)

Qbj ecti on deni ed.

Answer the question.

BY MS. MERCADO

O > O > O

)
)
(I n Spani sh.)
)
)

(I n Spani sh.
(I n Spani sh.

(I n Spani sh.
(I'n Spani sh.
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BY M5,

o >» O >» O » O > O »

o >» O >» O >» 0 >» 0 >» O >» O

(I n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I n Spani
(I n Spani
(I n Spani

CHAI RVAN AVI LES:

MERCADO!
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I n Spani

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N’ Nl N N N N N N N N

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N’ Nl N N N N N N N N N N N

(I'n Spanish.)
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(I'n Spanish.)
(I'n Spanish.)
| n Spani sh.)
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.

N Nl N N N N N N N N N N N N N N N N N N N N

(I'n Spani sh.
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MR, MJURTHY: Your Honor, I'mgoing to
object to that question. Dr. Irizarry, his
testinony didn't discuss any differences between
per f ormance- based regul ati on versus
per f ormance-i nt ensi ve mechani sns.

MR, SElI LHAMER  Sust ai ned.

BY MS. MERCADO

(I'n Spani sh
(I'n Spanish
(I'n Spani sh
(I n Spani sh

(I'n Spani sh
(I'n Spani sh

)
)
)
)
(I'n Spani sh.)
)
)
(I'n Spani sh.)

)

O > O > O > O > O

(I'n Spani sh
MR SEILHAMER: |s that the docunent
we marked as Exhibit 16?7 Can | have 16? Can you
provi de the docunent?
MR. MURTHY: It's in the binder for
conveni ence, so you can mark it there.
MR SEI LHAMER: That's fine.
BY M5. MERCADC
Q (I n Spani sh.)
A (I'n Spanish.)
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(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.
(I'n Spani sh.

N N/ N N N N N N N N N N N N N N N N N N N N

(I'n Spani sh.
| n Spani sh.)
(I'n Spanish.)
(I'n Spani sh.)
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A (I n Spanish.)
Q (I n Spanish.)
A (I n Spanish.)
Q (I'n Spanish.)
A (I n Spanish.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)

MR. SEI LHAMER: Counsel or, so you're
aware, we're already past his 15 mnutes. So you've
taking time fromour other witnesses. [It's your
tine.

MS. MERCADGO. (I n Spanish.)

MR. SEI LHAMER  The petition has been
deni ed.

BY MS. MERCADO

SEI LHAMER:  Exhi bit 18.

MURTHY:  Which docunent is this?
SElI LHAMER:  You'll provide --

MR, MURTHY: Right. Wich docunent

2 D3

was it in the document that you provided to --
MS. MERCADO. W believe that you

I ncl uded the contract, but we do have a copy to
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facilitate. And | think it's the nain docunent that
we' ve di scussing here.

MR. SEILHAMER: Correct. |It's been
t he subject of every direct testinony, the contract
with LUMA, and it's been tal ked about extensively by
ot her w tnesses.

M5. MERCADOC. | can show it to you to
verify. [If you want to, |I'm happy to.

MR, SEI LHAMER  That's fi ne.

MS. MERCADO. It's not marked --
Nunber 1 on the |ist of documents, Nunmber 1.

|''mshow ng himArticle 14.

MR. MURTHY: W are |ooking at
Article 15.

M5. MERCADO. Article 14.

MR. MURTHY: Article 14, okay.

MR VAZQUEZ: Excuse ne, Your Honor.
We're marking it as an exhibit?

MR, SEI LHAMER It's being marked as
Exhi bit 18.

[ Exhi bit Nunmber 18 was narked for

i dentification.]

MR, VAZQUEZ: Thank vyou.
BY MS. MERCADO

Q (I'n Spanish.)
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A (I n Spanish.)
Q [ Readi ng: ]

"Failure to nmeet m ni num performance
threshol d, operator fails to neet the m ninum
performance threshol d.”

Correct? Failure to nmeet m ni num
performance threshol d.

A (I'n Spanish.)
Q [ Readi ng: ]

"Qperator shall fail to nmeet the m ni num
performance threshol d."

A [ Readi ng: ]

"For three or nore consecutive contract
years."

Q (I n Spanish.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I n Spanish.)
MS. MERCADO. (In Spanish directed to
Chai rman.)
CHAI RMAN AVI LES: (I n Spanish.)
MR, SEI LHAMER Go ahead. It's your
time that's running.
MR. MURTHY: Al aneda, A-L-A-ME-DA
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BY Ms. MERCADO

Q
A

(I'n Spani
(I'n Spani
MR.
IVS.

BY Ms. MERCADO

o >» O >» L0 >0 >0 >0 » 0 >0 >» O > O

(I'n Spani
(I n Spani
(I n Spani
(I n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I'n Spani
(I n Spani

sh.)

sh.)

SEI LHAMER:  Exhi bit 87
MERCADO  Exhi bit 8.

sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.
sh.

N/ Nl N N N N N N N N N N N N N N N N N
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(I'n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.
(I n Spani sh.

)
)
)
)
)
)
)
(I'n Spanish.)
(I'n Spani sh.)
(I'n Spani sh.)
(I'n Spanish.)
(I'n Spani sh.)
(I'n Spani sh.)
(I'n Spani sh.)
(I'n Spani sh.)
)

(I n Spani sh.

> o0 >» 0 >0 >0 >0 >0 >0 > O >

(I n Spani sh.)

MR, MJURTHY: Your Honor, | object to

that question. The witness is not proposing

anything like that in his testinony and if he is, |

want to see a specific reference to a line.
MR GRIFFIN. She's asking his
opinion. It's a fair question.

[t's deni ed.

And, Counsel or, you have two m nutes.
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CHAI RMAN AVI LES: (I n Spanish.)
BY MS. MERCADC.

Q (I n Spanish.)
A (I'n Spanish.)
Q (I n Spanish.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I n Spanish.)
A (I n Spanish.)
Q (I n Spani sh.)
A (I n Spani sh.)
MR, SEI LHAMER  You can stop the tinme
right now Two questions and we'll nove on.

BY M5. MERCADOC
Q (I n Spanish.)
A (I n Spanish.)
Q (I'n Spani sh.)
MS. MERCADO. (I n Spanish.)
CHAI RMAN AVI LES: (I n Spanish.)
MR. SEILHAMER. W are going to
excuse --
COW SSI ONER MATEQ.  Sr. Al aneda.
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BY COWM SSI ONER MATEQO
Q (I'n Spanish.)
A. (I'n Spanish.)

BY MR. VAZQUEZ:

Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spani sh.)

CHAI RVAN AVI LES: G aci as.

THE WTNESS: (I n Spanish.)
CHAI RMAN AVI LES: (I n Spanish.)
MR, SEI LHAMER (I n Spani sh.)
Sorry, OPCis next. Sorry.

( EXAM NATI ON OF MR HURTADO)
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(I'n Spani sh.

(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n
(I'n

Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.
Spani sh.

N/ Nl N/ N N N N N N N N N N N N N N N N N N N N N N
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Q (I n Spanish.)
A (I n Spanish.)
MS. MERCADO. Asked and answered. M
obj ecti on.
MR SEILHAMER: | don't know the
question yet. He hasn't asked the question yet.
BY MR VAZQUEZ:

Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I n Spanish.)
Q (I n Spanish.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I n Spanish.)
Q (I n Spani sh.)
A (I n Spani sh.)
Q (I'n Spanish.)
A (I n Spanish.)
Q (I'n Spani sh.)
A Ckay.

Q (I n Spanish.)
A (I n Spani sh.)
Q (I n Spani sh.)
A (I'n Spanish.)
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Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
MR SEI LHAMER: He answered the
questi on.

BY MR VAZQUEZ:
Q (I'n Spani sh.)
M5. MERCADO W are going to allow
t he question. But, Counselor, be aware that he has
testified that in terns of specifics, he's not the
| deal person, so if he doesn't have the answer, he
can give you an overview of what he has under his
testinmony. But if he doesn't know the answer, he
wll just state it to you.
MR, VAZQUEZ: (In Spanish.)
THE WTNESS: High |evel of custoner
servi ce. .
(I'n Spanish.)
BY MR VAZQUEZ:
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
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(I'n Spanish.)
(I n Spanish.)
(I n Spanish.)

o > O »

(I'n Spanish.)

MR, SElI LHAMER  Counsel, you've asked
that question like in 20 different ways and he's
answered that question several tines.

Thank you very mnuch.
BY MR MJURTHY:
Q M. Hurtado, a few nore questions for you
W were tal king earlier about what LUVA
t hought woul d be achievable in June 2020. And you
said you weren't sure at that tinme what amount LUVA
coul d achi eve.
So nmy question is: At that tine, you
t hought there was a certain -- you thought there was
a certain nunber of nmetrics and targets were
achievable. And at this point, with new data, is it
fair to say that your idea of what netrics and
targets are achi evabl e has changed?

A From June of 20207

Q Yeah.

A In terms of the actual nunbers that we
woul d use to target; is that what you're talking

about ?
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Q Let me sinplify my question

Is it fair to say that between June of
2020 and today, your idea of what targets LUMA can
achi eve has changed?

A Vel l, we're nmuch nore informed about the
operation and how we woul d go about things and the
characteristics of things.

So we're much better educated on the
operations and what the history has been and that
affects what the targets woul d be.

| think we have a better idea of
I nvestment prograns and their link in the budget,
what's necessary to achieve that. Cbviously when
you're tal king about the future, there is always
sone degree of uncertainty and there is a degree of
risk. But we know a | ot nore now than we did in
June of 2020.

Q So, yes, your idea of what's achievable
has changed between June of 2020 --

A We know a | ot nore now than we did in June
of 2020.

Q Yes or no, your idea of what --

MR. SEI LHAMER: Asked and answer ed.
It's an inplied answer. He has said that he has

mor e knowl edge.
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BY MR MJRTHY:
Q Ckay. So he said yes. Thank you.
And is it fair to say five years from now,
LUVMA's idea of what's achievable in terms of targets
and in terms of netrics would have changed?
MS. MERCADO. | object to the
question as well. It calls for speculation.
MR, SElI LHAMER  Sust ai ned.
BY MR MJURTHY:
Q Let nme ask a different question
Are you capabl e of thinking about what
LUMA is capable of five years fromnow? 1Is it
possi bl e for you to think about what LUMA is capable
five years fromnow and say that the targets
achi evabl e woul d have changed?
MS. MERCADGO. Sanme objection.
MR, SElI LHAMER  Sust ai ned, again.
MR, MURTHY: (kay.
Dr. Lara, | have a few questions for
you based on your testinony.
MR LARA: Yes.
EXAM NATI ON OF DR. JUAN LARA
BY MR MJRTHY:
Q | want to start with |line 125.

| amsorry, line 165. Take a mnute to get there
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and | et ne know when you are done.

A 1657

Q Yes.

A So here you describe a scenario where
"managenent dreads | osses nore than it val ues
bonuses. "

| want to talk about that scenario spec

with regards to LUVA. Does LUVA dread | osses nore
than it val ues bonuses?

MS. MERCADG. (bjection, beyond the
scope.

(Recess due to technica
difficulties.)

MR. MURTHY: Let nme get back to ny
questi on.
BY MR MJRTHY:

Q Does LUMA managenent dread | osses nore
t han LUVA managenent val ues bonuses?

A |'"mnot part of LUMA managenent. | don't
know what they think or feel.

Q Let talk's about from your perspective as
an econom st.

Let's talk generally for a conpany. Say a
conpany's managenent dreads | osses nore than they

val ue bonuses; how does that affect?
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A Vell, the reason |I'm making that statenent
here is that witness A ameda was asked about what is
t he proper bal ance between penalties and rewards in
a schene.

And he didn't answer the question. He
didn't tal k about the issue of bal ancing those two.
And he essentially presented the fornula that
inplicitly assumes that you want to weigh both
equal ly.

And |' m saying, Wy? He doesn't explain
why you want to balance it in that particular
manner. And why that would be efficient as opposed
to the mechani smwhere, for exanple, you weight
penalties nore than rewards or vice versa.

The point is, what the incentive effect of
the scheme will be depends on what the behavior of
the regulated entity is. And it's not talking about
that at all. Even though that's the question he's
being asked. That's the point |I'm nmaking.

Q So you're not saying that an actua
conpany that you have seen in your experience as a
econom st has actually dreaded | osses nore than they
val ue bonuses?

A No. | amsaying that this is standard

econom ¢ anal ysi s.
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When we tal k about, for exanple, consuner
behavi or or firm behavior, in economc theory we
know that you don't always react in the same way to
all kinds of incentives. So if you happen to dread
| osses nmore than you enjoy rewards then a schene
that treats rewards and | osses in the same way may
not be efficient.

Q Later on in your opinion testinony right
there on line 166 you nentioned that penalties could

cause di sproportionate attention to sone netrics; is

that right?
A Correct.
Q If penalties were inposed on LUVA as part

of this schene, what nethods specifically are you
concerned will receive too nuch attention?

A | didn't look into that. That wasn't ny
char ge.

Q So your point here is that penalties could
push LUVA to prioritize certain netrics.

A Yes. |'mactually making reference to a
statement in one of the docunents that Dr. Al aneda
used extensively in his testinony. Actually a
docunent from which he takes the two formnulas that
he presents.

He ignores a warning that's very
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explicitly made in that docunent saying that you
have to be careful with penalties because you can
overdo it and you can induce n the side of behavior?
Li ke, for exanple, excessive risk aversion. Because
you say |'mgoing to get in so nuch trouble with
these regulators, wth these penalties, |'mgoing to
put all of nmy effort into avoiding that. And |'m
negl ecting other areas that are probably nore
| nportant.

| am not saying that the handbook that
Al aneda quotes says that. He doesn't bring it up.
And when he tal ks about bal anci ng rewards and
penal ties, he doesn't really answer the question and
he assunmes inplicitly that it doesn't matter because
the formulas that he presents are symmetric.

| nmean symmetric in the sense that they
are the same to the left of the baseline as to the
right.

Q So if the Energy Bureau wanted to
prioritize certain metrics and wanted to create risk
aversion they could use penalty to do that.

A | think it has been clearly established
here this norning that the Energy Bureau can do that
I f they want to.

There's no question about that.
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Q Isn't it true --

A Whet her the incentive would produce the
desired effect is something that has to be
researched and not assuned.

Q Ckay. Isn't it true, Dr. Lara, that in a
capitalist profit-driven econony conpanies aren't
driven by the need to avoid penalties?

A Vel |, regul ated conpani es naybe. Not all
conpanies are regulated. If you're talking about
regul at ed conpani es, they m ght be, yes.

Q They m ght be?

A They m ght be driven by the fear of
penal ties, depending on by the reginme in which they
oper at e.

Q On line 175 of your testinony you say,
"Penal ties are an excessive regulatory burden."

My question is: \What regulatory burden do
penal ties create?

MS. MERCADO. | object to the
question. | think it's an incorrect
characterization of the testinony.

THE WTNESS: That's not what it
says.

MR. SEILHAMER. So we are going to

allow the witness to clarify what --
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THE WTNESS: |'mnot saying that
penal ties create excessive regulatory burden. Wat
|'msaying and | amciting the very handbook t hat
Al aneda uses, is that they can create excessive
regul atory burden. And you want to bear that in
m nd when you tal k about penalties.

Q What types of regul atory burdens coul d
penal ties create?

A For example, like we just said, if you
I nduce the regulated entity to be excessively risk
avoi ding, then you can create a situation where too
many resources are devoted to that. And that's an
excessi ve burden.

And you can al so create an excessive
burden if you design a systemin which the regul ator
finds it hard to conply wwth it -- | nmean the
regul ated entity finds it difficult to conply with
it. And even the regulator may find it hard to
enforce, because of the infornation requirenents and
SO on.

Al'l of those issues have to be addressed
when you' re tal king about by the scheme |like this
and Al aneda doesn't. That's ny point.

BY MR MJRTHY:
Q Dr. Lara, is it fair to say that the
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schene we're considering in this case will have an
| npact on energy rates in Puerto Rico?

A What schene?

Q The nmetrics that we're considering in this
case.

A | don't know what those are. | nean
certainly Alameda is not proposing any particul ar
scheme with any particular netrics.

Q Have you exam ned the nmetrics that LUMA is
proposing in this case?

A No, that's not what |'m here for.

MS. MERCADO. It's beyond.

MR. SEILHAMER: It is beyond the
scope.
BY MR MJRTHY:

Q Li ne 205 of your testinony you ask a
rhetorical question. You say: Wy would the Energy
Bureau aimat reducing rates indirectly during an

i ncentive scheme; do you see that?

A Ch, vyes.
Q So the question is -- seens rhetorical to
me -- in your opinion, are you saying the Energy

Bureau shoul d not be using incentive and penalties
to indirectly reduce rates?

A No, |'m saying why would they want to do
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indirectly what they can do directly? They have the
full authority for that.

CHAI RMAN AVI LES: W can do both.

THE WTNESS: | know. That is the
question I'masking. It is a rhetorical question.

Why go the roundabout way when you
have the authority to do it directly?

Again, if you're going to propose
something |like that as A ameda seens to be doi ng,
you have to explain why. Wy would it work?

What's the rational e behind that?

BY MR MJRTHY:

Q Dr. Lara, | would like to | ook at page 28
of your testinony. This is by the exhibit which is
your reésune.

Take a mnute to find it and let me know
when you are there.

M5. MERCADO. For the record, it is
not nunbered 28.

THE WTNESS: It is not nunbered,
yes.

BY MR MURTHY:

Q I n your résume you list your positions

hel d, your professional activities, and your work as

an expert; is that right?
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A Yes.

Q None of the itens |isted here involved
PREPA, did they?

A | don't recall, no. But | did do sone
work for PREPA in the past, but it's probably not
here.

Q It's not here. Ckay. Yeah

And none of the itens listed here invol ved
the Puerto Rico energy grid; is that right?

A No.

Q Have you in the past in your career
proposed netrics, reward or penalty metrics, for an
energy conpany?

A No, | haven't.

Q I n your experience as an econom st -- |et
me back up a little bit.

In your testinmony you discussed Dr.
Al aneda' s testinony on social well being.

I n your experience as an econom st do you
consi der social wellbeing as a factor?

A Ch, yeah. But what |'m saying about Dr.
Al aneda' s testinony on that particular issue s that
the definition he uses for what he calls soci al
wel fare is not grounded on econom c theory or on

econom ¢ anal ysi s.
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It's an opinion of his about what soci al
wel fare m ght be and we m ght, each one of us, have
an opinion on that. But there's a field in
economcs that's called welfare economcs wth very
clear definitions and sone theorems on that subject
and Al aneda doesn't touch on any of that.

Q Look at line 316 of your testinmony. Take

a mnute to get there and | et ne know when you are

done.

A 315.

Q 316.

A Yeah. Ckay.

Q | want to ask you about your statenent
here: "As argued above, there's no unqualified

guarantee that a reward and penalty scheme w |
automatically generate better performance."
So here are you referring -- you were not
referring specifically to LUMA's schene, correct?
You were referring generally to
penal ty/reward schenes?
A That's correct.
Q And you say even if reward/ penalty schenes
di d generate better performance, that's not enough
either. W still need to conpare the benefit to the

cost of conplying; is that right?
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A That's right.

Q So wi thout conducting that conparison, the
benefit of the incentive to the public is not clear.
A VWell, this is a good exanple of why he
shoul d have brought economc theory into this area.

el fare econom cs doesn't only consider
the benefits created by an action, but also costs.
And the net social benefit of action is
what matters.
Q Had LUVA conducted this kind of
conpari son?
MS. MERCADO. (bjection. Beyond the
scope of his testinony.
MR, SElI LHAMER  Sust ai ned.
BY MR MURTHY:
Q Let nme ask a different question
Shoul d LUMA have conducted this
conpari son?
MR HURTADO. | amsorry. Can you
repeat it. | mssedit. | amvery sorry.
BY MS. MERCADO
Q According to the principles that we just
di scussed, do you think it would have been necessary
for LUMA to conduct a conparison of the benefits of

each of these metrics to the costs and the
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I ncentive?

MS. MERCADO. (njection. The purpose
of rebuttal testinony is to answer a particular
scheme and how it perfornmed.

MR, MURTHY: The witness is referring
specifically to a reason to have sonething that nust
be done before a reward/ penalty schenme is inposed
and whet her that reward/penalty schene will actually
generate better performance.

MR, SEILHAMER: |'II allow the
questi on.

BY MR MURTHY:
Q So going back to ny question, Dr. Lara.
Should LUMA in this case have conducted a
conparison, the incentives they will receive versus
the actual benefits that these netrics wll create?

MS. MERCADO. | have a further
objection that it's mscharacterizing the way this
proposed schenme was sone desi gned.

MR. SEI LHAMER: The objection, just
the basis, and not --

M5. MERCADO. It's an incorrect
portrayal of the proposed --

MR. SEI LHAMER: Make your objection

and let the wtness answer. He can explain --
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THE WTNESS: | woul d assune that
when they defined netrics they include a cal culation
of what they expect the cost will be to neet those
metrics to them and possibly to the regul ator as
wel | .

And | suppose that they have to have
in mnd sone kind return fromthose netrics --
mean sone benefit has to accrue to them
BY MR MURTHY:

Q When you say benefits, you are referring
to the benefits to the custoners.

A Benefits in general, all benefits to all
the parties.

Q Ckay. | want to ask a few nore questions
to M. Terzic.

MR TERZIC. Yes, sir.

EXAM NATI ON OF BRANKO TERZI C
BY VMR, MJRTHY:

Q Earlier you referred to by the fact
that -- scratch that.
| would like to | ook at your testinony
which is Exhibit 5.
MR GRIFFIN. Just to |let counsel

know, he has five nore m nutes.
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BY MR MJRTHY:

Q My first question for you, M. Terzic, is
profit maxim zation a goal for LUVA?

A I's profit -- it's a business and it woul d
want to maximze it's profit, yes. Yes, it's a

for-profit conpany.

Q | wanted to | ook at |ine 289 of your
t estinony.

A Li ne --

Q  289.

A Line three --
MR SElI LHAMER: Line 289.
THE WTNESS: Sorry. | was in the
artillery, my apol ogies.
289, yes.
BY MR MURTHY:

Q Here you say: "The question for the
menbers of the Energy Bureau is whether the initial
metrics are adequate to get PREPA noving in the
direction first of a viable 20th century utility
before it can nmove to 21st century standards.

My question to you is: |Is the goal of the
metrics we're considering here today to get to a
20th century utility?

A My under standi ng of the goal of these
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metrics are to neet the requirenents of PREPA and
PPP and the financial authority after they have
revi ewed, quite extensively, the physical and
operational condition of PREPA.

And ny understanding is these netrics are
their decision as to how best to reach the goals
along with the decision to -- not to privatize
PREPA, but along with the decision to do a
concessi on contract.

Q Ckay. So the goals -- so the netrics
you're looking at were the netrics that PREPA and
P-3 originally proposed?

A And negotiated later, | assune.

Q | f PREPA and P3 had originally proposed
penalties to be part of this scheme, would you agree
wth me that that is an inportant consideration for
t he Energy Bureau to include?

MS. MERCADO. (bjection. It calls
for speculation -- it's beyond what he's testified
or what -- he's not aware of what --

MR. MURTHY: The w tness placed a | ot
of inportance --

MR TERZIC. It is a hypothetical. |1
don't know what they originally proposed. | read
the OVA; | saw what was there.
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BY MR MJRTHY:

Q Ckay. |f PREPA and P3 originally proposed
for penalties to be part of this scheme, would you
consider that to be an inportant fact to be
consi dered here?

MS. MERCADO. Asked and answered.
And also it is the same hypothetical as the prior
questi on.

MR, SEI LHAMER  Sustai ned. And,
Counsel or, do you want to advise your witness if
t hey answer before | can answer your objection,
there's nothing | can do. It becones acadeni c.
Just so you are aware of it.
BY MR MJURTHY:

Q | wanted to ook a Iine 299 of your
t esti nony.
A Yes.

Q Here you have an excerpt from your book on
21st century utilities and you point out the need
for 21st century utility policies that provide the
right incentives for efficiency;, do you see that?

What did you nean by efficiency? Are you
tal ki ng about energy efficiencies or efficiencies
nore general ly?

A This is -- this has to do with the
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utilities and how efficient -- this whole discussion
we're having has to do with how efficient the
operation of the utility is.

Performance base rate nmaking and a set of
rate making has as its goal to nake the utility nore
efficient so that costs can be |Iower as a benefit in
the future to consuners.

W' re tal king about the efficiency of the
operation of the utility and the incentives that
woul d do that.

Q Here you also call for policies that
provide the right incentives to noderate demand?

So ny question to you is: Wuld you
support performance incentives on LUVA that noderate
demand from energy efficiencies?

MS. MERCADO. (njection. Beyond the
scope of his testinony.

MR. MURTHY: Your Honor, the w tness
a conm ssioner who has regulated utilities for
dozens of years. | think he can answer questions on
energy efficiency.

MR. SEILHAMER: |'m sure he can
answer questions, but in this specific case it's
outsi de the scope of what his testinmony is.

MR. MURTHY: Gkay. |'mgoing to ask

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

HEARI NG FEBRUARY 7, 2023 VOL. 1

Page 238
ny last few questions to M. Hall.
MR, HALL: Yes, sir.
EXAM NATI ON OF DONALD HALL
BY MR MJRTHY:
Q | would like to | ook at your testinony

which | believe is Exhibit 6.

HURTADO.  Exhibit 6 you said?
MURTHY:  Yes.

HALL: Exhibit 6 --

SEI LHAMER:  It's 5.

HALL: That's yours.

BRANKO: Mne is 5.

SEI LHAMER:  It's 4.

2

233333

HALL: 4. You actually slipped
out earlier.
BY MR MJRTHY:

Q So here you say: "LUMA recomends
focusing performance netrics on areas of adequate
historical data to devel op an accurate baseline
agai nst which performance data can be neasured; is
that right?

A That's right.

Q But LUMA' s proposal does include
performance nmetrics which don't have baselines based

on historical data; is that right?
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A | can't answer that. None of the ones
that | worked on. But | can't answer that. You
w Il have to ask --

Q You're the | ead performance netric for
LUMA, is that right?

A That's ny title, yes. But |I'mnot the
subject nmatter expert on each category of netrics.

Q So you're not aware of whether LUMA s
performance netrics actually have historical data
agai nst which an accurate baseline could be
measur ed.

A Sonme of them do.

Q Sonme of them do.

A Yeah, | don't know about the other ones.

Q You al so state here on line 114: "LUMA
recommends cl ear, unanbi guous objective
quantification"; is that right -- line 1147

A. 114. Yes.

Q But LUMA' s proposal does include
performance netrics that don't allow for
quantification; is that right?

A Not that |I'm aware of.

Q Not that you are aware of. Ckay.

| want to ask you questions about raw

data --
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MS. MERCADO. Tine-w se --
MR SElI LHAMER: He has one nore

m nut e.
BY MR MURTHY:
Q | want to ask you a few questions about

raw out age data, sonething you discussed before.

| f raw outage data was rel eased, a
pr of essi onal engi neer who was versed in 1366 woul d
be able to calculate reliability netrics using that
data; is that right?

A They woul d al so have to understand the
data elements in the particular data base that's
rel eased.

Al of OWS systens have different data
schenes and nanes for the sane el enents.

Q You nentioned the possibility of
m sinterpretation.

Have you seen any exanple of data being
wi thheld fromthe public just because of the
possibility of msinterpretation?

A | don't know of any utility in the
United States that rel eases outage data.

Q Let me ask ny question again: Have you
seen any exanple of data being wthheld fromthe

public sinply because of the possibility of
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m sinterpretation?

A No.

Q You mentioned the recent sabotage
I nci dents.

Have you submitted to the Energy Bureau or
any Puerto Rico governnent agencies reliable
evi dence of attenpt to sabotage Puerto Rico
equi pment ?

A No.

MR, SEI LHAMER: One | ast questi on,
counsel .

BY MR MJRTHY:

Q Are you proposing to add any category of
data -- |like raw outage data -- to the definition of
critical energy infrastructure infornmation?

M5. MERCADGC. | think it's beyond the
scope of his testinony.

MR. MURTHY: Follow ng up on
questions that were asked earlier today about raw
outage data --

MR, SEI LHAMER  Were the witnesses
asked to --

MS. MERCADO. | don't believe the
topic of critical energy infrastructure information

was brought up in the prior questions.
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MR. MURTHY: The witness raised that
very topic -- that very phrase.

MR. SEILHAMER: It's outside the
scope. It's past the tine. W are going to nove on
t hen.

Are we done?

You are allowed to answer that |ast
questi on.

BY MR MJURTHY:

Q Are you proposing to add the category raw
outage data or any category of data to the
definition of critical energy infrastructure
i nformation.

A Mysel f, no. M point was the transm ssion
data is typically CElIl data.

Distribution data hasn't been consi dered
by the industry yet, for the nost past.

MR, SEI LHAMER  Thank you.

EXAM NATI ON OF MR HALL BY THE PANEL
BY COVMM SSI ONER RAMCS:

Q M. Hall, when you say the transm ssion
data has been categorized as CElIl, you're
specifically tal king about transm ssion outage data?

A No. What I'mreferring to is bulk

electric systemdata in the States.
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Q Location?
A Locations --
Q (I naudi bl e).
A Yes. Exactly. 1've also never seen

out age data provided.

COW SSI ONER RAMOS: Ckay.  Thank
you.

MR. SEI LHAMER: Four nore m nutes.

M5. MERCADO. | would ask that M.

Al aneda be brought back for those m nutes at anot her
poi nt .

It's difficult to start and stop and
begi n again.

Al aneda was excused. | really would
| i ke to have an opportunity to fully cross-exam ne
Al aneda.

CHAI RVAN AVI LES:  (In Spanish.)

M5. MERCADO. My request would be to

cal | Al aneda, because | do think that he was unduly

di schar ged.

MR, SEI LHAMER  Four mnutes, it's a
concession -- it's beyond the time limt -- but if
you're not going to take them-- it's a
concession --

M5. MERCADO: | do think -- | know
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that the agenda was pushed. But | think we did not
get enough mnutes fully with the witnesses, to
Cross-exam ne them

So | do appreciate the offering of
four mnutes. But | don't think that's how a full
cross-examnation with a witness should flow.

| think that our right would be to
recall M. Alanmeda and also continue with M.
rizarry tonorrow.

W have been here all day, but we did
not get enough tine on cross-exam nation.

COW SSI ONER MATEQ:  You got as nuch
tine as everyone el se.

MS. MERCADOC. And | don't oppose that
they get nore tine.

CHAI RVAN AVI LES: (I n Spani sh.)

MR, SEI LHAMER  Four m nutes --

EXAM NATI ON OF MR, DONALD HALL
BY MR MJRTHY:

Q M. Hall, I"'mgoing to continue with you.

MR, SEI LHAMER  Counselor, | think it
I's disrespectful, your comments, and avoid the
comments, and if you cannot avoid it then you have
to | eave the room

M5. MERCADO. | apol ogi ze for that.
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MR, SEILHAMER. But |'mnot going to
take that type of conduct in the room
Go ahead.
BY MR MJRTHY:
Q | wanted to | ook at |ine 223 of your
t esti nony.
Here you respond to Dr. Irizarry's
consi deration of performance netrics from ot her
jurisdictions; is that right?
A Li ne 22372

Q Yes.
A Yes.
Q Earlier you nentioned Entergy in Illinois;

| don't know if | heard you correctly. Are you
saying that is or is not a conparable utility to
Puerto R co?

A | believe it would be.

Q Are there any other utilities that you
woul d consider peer utilities to PREPA or for LUMA?

A There were two or three, but | don't have
themconmmtted to menory at this point. That study
was done a very long time ago.

Q What study are you roofing to?

A | conducted a benchmarking study where |

examned the utilities that that the energy board
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had sel ected. And then based on a |ot of things but
weat her patterns for one thing and ny know edge of
different utilities.

| |ooked at others as well and conpared
several characteristics.

Q Li ne 253, you disagree with Dr. Irizarry
that Hawaii utility netrics -- that Hawaii are peer
utilities to Puerto Rico and that Hawaii utility
metrics are relevant, right?

A [t's not just Hawaii. There's two
el ectric conpanies, there Hawaii El ectric Light
Company and Hawaiin Electric Conpany. Hawai i
El ectric Conmpany is extrenely small.

Q Is it fair to say that Hawaii and Puerto
Rico have a simlar |oad profile?

A | would have to go back to ny benchmark
study and | ook at that.

Q Is it fair to say they have a simlar
generation rate?

A The same, | would have to go back and | ook
at ny study.

Q W tal ked about the climate simlarities
t oday.

At this point are you ready to say they

have a simlar climte?
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A No. | don't disagree with his statenents.
But the research | did was from NOAA. And | woul d
| i ke to go back and reread the research that | used
for that.

Q Ckay. Fair to say they are both island
systens without the ability to connect to a
different grid?

A That's true.

Q | want to go back to sonething that you
di scussed earlier, the 20th century system versus
the 21st century system

Some itens carrying in parallel; some
Itenms occurring in sequence.

You mentioned distribution automation,
sonmet hing that could occur in parallel; is that
happeni ng now?

A Yes.

Q You nentioned interconnection of
distributive renewables is sonething that could
occur in parallel.

A It could. The key factor is that the
infrastructure that it's going to interconnect to is
rebuilt. Just like with distribution automation.

So there actually is a sequence because

the rebuild has to happen first and then the
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automation applied to that.
MR SElI LHAMER: Last question,
counsel .
BY MR MURTHY:

Q Last question. Line 221 of your
testimony. | want to go to that and | have one
question about that and then -- give ne a mnute --

A Ckay.

MR MURTHY: Not hing further.
Thank you.

THE W TNESS: Thank you

MR, SEI LHAMER:  Thank you.

You have four m nutes, counselor.

MS. MERCADO  Thank you.

For M. Irizarry.

( EXAM NATI ON OF MR | RI ZARRY.)
BY Ms. MERCADO

Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (1'n Spani sh)
Q (I'n Spanish.)
A (I'n Spanish.)
Q (I'n Spanish.)
A (I'n Spanish.)
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Q (I n Spanish.)
A (I n Spanish.)
MR, SEI LHAMER One | ast question.
MS. MERCADO. Thank you
MR SEI LHAMER W are going to
recess until tonorrow at 9:00 in the norning when we
are going to start wth the section of technical
safety and regul atory perfornance.
So thank you for your cooperation and
all of the witnesses are excused.
MR. HURTADO. Thank you.
(Whereupon, at 6:31 p.m the hearing

was adj our ned.)
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Hearing Vol . |

Prinmer audio Feb 7
11 In 4
CHAI RMAN AVI LES:  (Sin audio.)
Segundo audi o
0:00: 56, 106 In 25

A Soy perito para LECO, |as organi zaci ones
comuni tarias y anbiental es.
0:01:21, 107 In 6

A Yo examiné las -- la ley que |le da paso a
| a privatizacién del sistema el éctrico, el
contrato con LUVA. Examiné el contrato en si
msno. Y exam né | as ordenes que habia
presentado el Tribunal -- el Negoci ado.

Ademés de eso, consulté una serie de
referencias a la que -- que incluyo en m
informe. Estudié esos docunentos y Ilegué a ms
propi as concl usi ones.

0:03:35, 107 In 25 ala 108 In 1 (sustituir esas
| i neas)

Q Can you open to page 6, please?

A ¢Pagina 6 del Exhibit 77

Q Page 6, please.

0:03:51, 108 In 4
A M prinera conclusion es que, si el

contrato de LUVA se ejecuta perfectanente, y
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Page 2

henos dicho no se esté ejecutando perfectanente,
| levaria a Puerto Rico a tener un sistem

el éctrico muy bueno, de acuerdo a | o que era un
sistema el éctrico bueno en el siglo 20. Y por
esa razon no cunple la parte de nodernizar el
sistema el éctrico, segun pide la ley que crea
todo este proceso.

0:04:45, 108 In 9

A Si. Enm testinmonio yo establezco que
en el siglo pasado habia una tecnol ogia
di sponible y que -- que es hacer una red
centralizada con conbustibles fésiles, quemando
combusti bl es fosiles para producir electricidad,
y que, para recuperar |as inversiones necesarias
para establ ecer ese tipo de red alrededor de
mundo, se hicieron tres nodelos distintos. Y
discuto los tres nodel os: publico o privado o
cooperativo.

Y que el narco regulatorio en ese nonento era
princi pal mente de nonopolio restringido. Con
mil ti pl es canbi os que describo en m inforng,
entre ellos, canbios tecnol 6gi cos inportantes,
pues, las regulaciones y las metas y |as
expectativas sociales de cono debe ser el

servicio de electricidad han canbi ado.
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Page

Y, ademés de mantener |as reglas tradicional es
para mantener confiabilidad, para mantener
costo/efectividad, etcétera, |a sociedad hoy en
dia espera que hayan otros conponentes
di sponi bl es conp parte del servicio el éctrico,
como | o son, por ejenplo, laresiliencia, la
sostenibilidad; cono | o son tanmbién |a capaci dad
de los que antes eran solo clientes en
convertirse tanbién en clientes y productores de
energia. Se hacen intercambios no solo de
energia en una sola direcci6n, sino que hayan
I ntercanbi os de conunicacion y flujo de energia
en ambas direcciones. Son caracteristicas de
| os sistenmas el éctricos nmodernos y no aparecen
bien refl ej adas en ese contrato y en |la
propuesta que hace LUVA de netri cas.

0:07:07, 108 Ln 14

A Si. M reconendaci 6n una es un resunen,
pretende Ilevarle al lector, en este caso a |l os
com si onados, |lamarles |a atenci6n a que yo
enunero una serie de metricas en las tablas 4 --
desde |a Tabla 4 hasta |la Tabla 10 de m
informe, que pretenden traer |os conponentes que
la ley sefiala que tiene que tener esta

transformaci 6n, que es que tenganmps un sistenmn
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Page 4

moder no, sostenible, confiable, eficiente,
resiliente. Esas nétricas, que no aparecen en
ninguna parte del contrato de LUMA -- al gunos de
estos conceptos ni siquiera se mencionan en el
contrato nmés alléa del apéndice, de las netricas.
En el contrato en ninguna parte aparecen esos
concept os, al gunos de estos conceptos. Pues,
propongo unas metricas para que si se al cancen
Y en esta reconendaci 6n, recom endo que se
exam nen y se adopten estas netricas.
0:08:31, 108 In 19

A Si. M parece que eran netricas
asociadas a tres areas en general. Tres areas
adi ci onal es que | e afiade el Negoci ado cono
requisito a LUVA de que tiene que tener
metricas. Eficiencia es una de ellas,
I nterconectividad de sistemas distribuidos -- y
la tercera se me escapa.
0:09:06, 108 In 22

A Si. Mnejo -- gerencia de |la vegetacion,
Si .
0:09:26 109 In 1

A Metricas en esas tres areas si ayudan a
mejorar la -- el servicio que reciben |os

ci udadanos de un operador de red el éctrica. No
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son | os Unicos que yo recom endo, y es necesario
establ ecer métricas en esas areas que estén
cénsonas con el concepto de nétricas de
desenpefio. Concepto de nétricas de desenpefio
que, por hacer tu trabajo, no se te dan -- no se
te penaliza y tanpoco se te da beneficios.

Ta cobras una conpensaci 6n basi ca por hacer tu
trabajo, 1o que se espera que tU hagas. Si no
al canzas |o minino, se te penaliza. Y si logras
al canzar las netas que son dificiles de
al canzar, ahi es que se te da un bono. Asi que
el establecimento de las métricas por parte de
Negoci ado en cual qui era de | os rengl ones, no
sol o esos tres, deben ser fieles a ese
principio, que es el que define laley y lo que
es, en la literatura, métricas de desenpeiio.
0:10:52, 109 In 5 alaln 11 (sustituir)

A La segunda reconendaci 6n es basada en el
analisis que yo hago del trabajo que han hecho
otros negoci ados en otras jurisdicciones,
particul armente en [ os Estados Unidos -- aunque
hay ejenplo en otras partes -- donde, para
establ ecer métricas, se abren procesos, procesos
participativos. Esos procesos participativos

vienen todas |as personas que tienen -- que se
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ven af ectados por el establecimento de |as
metricas. Participa, digams en este caso, el
operador, que seria LUVA. Participa el duefio
del sistemn, que seria la Autoridad de Energia
El éctrica. Participan |os ciudadanos.

Partici pan conuni dades.

Y se abre un proceso en el que se establ ecen
cual es son | as metas al canzabl es para acercarnos
a nuestro objetivo, ¢no? Onh, perdon, cudles son
| os objetivos al canzabl es para acercarnos a
nuestras netas. Y eso, ese proceso es un
proceso abierto. No se circunscribe a --

Q Sir, | --

A -- datos pasados, por ejenplo, y cosas
conp esas.

Q Sir, I was asking about your second
conclusion. |It's on page 6 going to page 7.

A Ah, la conclusidn. Perdon. Estaba
habl ando de | a reconendaci 6n dos.

Q | apol ogize if | m sspoke.

A En [ a concl usi én dos, sefialo que |as
metricas que sugiere LUVA contrastan
significativamente con | o que se hace en otras
jurisdicciones cuando se asunen necani snos de

medi r el desenpefio porque no incluyen
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penal i dades si no se al canza el desenpefio
mnino. Esto contradice el concepto msno de
tener un sistema de nétricas de desenpefio. Conp
esta redactada | a propuesta de LUMA, que se
circunscribe a un apéndice del contrato, que en
efecto | os unmbral es que se establ ecen son
unbral es de desenpefio ni ni mo.

En nuchos casos, esos unbral es de desenpefio
mnino seria |o que tienes que hacer para no ser
penal i zado. Pero de la forma en que esta
pl ant eado, se consideran logros y |ogros que
ameritan un bono. La estructura de metricas de
desenpefio no funciona asi. No funciona asi en
ni nguna parte donde se ha utilizado.

Por hacer tu trabajo, td cobras tu
compensaci 6n normal. Si no cruzas el unbral
mninm, se te penaliza. Y, si alcanzas netas
dificiles de al canzar, ahi es que cobras una
boni ficacién. Eso no es | o que aparece
propuest o por LUMA.

0:14:19, 109 In 14

A Me parece que |a Unica penalidad que
existe en el contrato es una penalidad en |la que
si LUMA, en tres afos consecutivos, hace un

trabajo terrible donde no satisface el mininmo en
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areas criticas, entonces el gobierno tiene la
capaci dad de prescindir del contrato, elimnar
el contrato, salirse del contrato. Pero esa
estructura es conpletanmente contraria al
concepto de metricas de desenpefio. El sinple
hecho de que tu tengas que hacer un trabajo
terrible durante tres afios para que yo te pueda
despedir, es una -- choca de frente con el
concepto de hacer netricas de desenpefio.
0:15:44, 109 In 19

A La recomendaci 6n cuatro, que aparece en
la pagina 8 de m inforne, dice que debe en
una -- en este concepto de métricas de
desenpefio, deben existir penalidades, y esas
penal i dades deben activarse si el desenpefio de
LUMA no al canza un unbral ninino establecido
para las distintas nétricas. El concepto de
penal i dad no existe en el contrato de LUVA,
salvo | o que ya describi de tres afios terribles.

Asi que, para verdaderamente adoptar un
esquema de penalidad y reconpensa, es necesario
est abl ecer unbral es nininos en cada uno de
los -- de o que se esté mdiendo. Y, si no se
al canzan esos unbral es nininms, hay que

est abl ecer penalidades. Eso es |o que yo
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planteo en | a reconendaci 6n cuatro.
0:16:52, 109 In 22

A En | a recomendaci 6n nunero siete, yo hago
referencia a uno de | os docunentos que exam né.
Yo exam né el contrato que existe en Long
Island. Long Island es una jurisdiccidn que
pasO por este proceso y le paséd |la
admini straci on de la red el éctrica a un privado.
El | os adqui eren un contrato inicial y pasaron
por un proceso |argo, conplicado, para revisar
ese contrato.

En esa revision con esta enpresa PSEG se
est abl ece tambi én un mecani smb de conpensaci ones
basado en desenpefio. Y alli adoptan una serie
de nétricas, le Ilaman las nétricas de -- en
ingl és es “gating performance metrics”. Son
metricas de desenpefio que di sparan, ¢no?, que
tienes que (audio se entrecorta) provisiones del
contrato. Y tanbién hay una serie de nmetricas
que te declaran en “default”, en que no estas
cunpl i endo con el contrato.

Las metricas estas de “gating” |lo que hacen es
que son unos unbral es macros, por decirlo asi.
Hay una -- se identifican unas areas de

desenpefio que son cruciales. Si en esas areas
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de desenpeiio crucial |a enpresa no al canza |os
mni nos, no solo se |e penaliza por eso, sino
que | o descualifica para recibir bonos por otras
areas que no se consideran criticas.

Eso no existe en el contrato de LUMA.  LUMA no
| o propone cono una nmetrica (interferencia en el
audio). Y me parece a mi que es un mecani sno
I mportante, que es una oportunidad de aprender
de | o que esta pasando en otras jurisdicciones.

Y esto es una oportuni dad de establ ecer un
criterio claro de que existen jerarquias en |as
metricas. No todas las nétricas tienen [a msm
importancia. No tienen la msma inportancia
porque no |levan el m snm beneficio social hacia
| a ci udadani a.

Que cojan el teléfono rapido es diferente, muy
diferente a que actlen cuando una |inea
el éctrica cae y esta energizada. No son -- |lo
traigo conb ejenplo de dos asuntos que en un
caso nadie tiene el riesgo de perder la vida, en
el otro caso, si. Entonces no podenos
clasificarlas todas como si fueran iguales. En
esa revision que hacen del contrato en LIPA
reconocen esa situacion y establ ecen unas

metricas que, si no cunples con esto, pues, te
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descual ifico para que ganes bonos en otras
areas. Y eso es |o que traigo en esa
r econendaci on.

Aparte de que ademés existen unas metricas que
son tan y tan inportantes que, si no se cunplen,
entonces te declaro en “default”, no estas
cunpliendo con el contrato y puedo cancel ar el
contrato. Y ese -- que eso -- esa eval uaci 6n se
hace anual y no hay que esperar tres afos de
desenpefio terrible. No esta definido qué es o
que es desenpefio terrible. De todas |as
metricas, cuantas tienes que fallar para que
real mente sea terrible el desenpefio. Todo ese
tipo de cosas estd -- es anbiguo en |a propuesta
de LUMA. Y me parece que en esta revision de
contrato de LIPA se presenta un ejenplo
I nteresante que el Negoci ado debe consi derar
serianente. Por eso | o recom endo.

De la pagina 109 In 25 ala 110 In 8 no se
escucha nada en el audio.
0:22:40, 110 1n 9

A El Estado deberia poder establecer
penal i dades que vayan contra | a conpensaci on
basi ca que reci be LUVA porque, de la estructura

que propone LUMA, el no desenpefiarse o no
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al canzar los mininos, |o que provoca es gque no
cobre un bono. Cuando no al canza | os mini nos.
Pero | a conpensaci 6n por hacer su trabajo, que
no | o estaria haciendo porque no al canza el
m nimo, nunca se ve afectada. Y |lo que yo
propongo es que, si verdaderanente vanps a
adoptar un sistema de bonos y penal i dades, si
debe existir | a capacidad por parte del
Negoci ado de i nponer penalidades contra |a
conpensaci 6n béasica que reci be LUMA, que en |a
estructura que propone LUMA, |a penalidad es no
reci bir el bono.
0:24:14, 110 In 21
THE WTNESS: No. Necesito el anejo

para refrescarne |a nmenori a.

0:24:32, 110 In 24
THE WTNESS. Este exhibit -- bueno.

El contexto que usted ne hace |la pregunta

es si yo voy a -- yo prefiero no

circunscribirne a | o que propone LUVA

porque ne parece que es nuy limtante. Hay

una serie de ejenplos en el contrato de

LI PA que, por ejenplo, pudiéranps quizas

adoptar. La que recuerdo de innmediato sin

tener que ir directanente a m docune -- al
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docunento que yo escribi cuando resunia |o
de “gating nmetrics” en el contrato de LIPA
era, por ejenplo, con las metricas de
seguridad tanto | aboral conmpb ciudadana. No
cual i ficas para ningun bono porque no estas
cunpl i endo con un nini no.

Si no cunples con al canzar una serie
de ahorro, que esta usual nente atados al
presupuesto -- si tU tienes un presupuesto
para operar, te pasas de ese presupuesto y
no | o puedes justificar, pues, eso te
descual i fica para coger bonos. O sea, hay
una serie de nmétricas que establece en ese
ej enpl 0 que traigo, que es el contrato de
LI PA que, a través de un proceso, se
determ nd que esas eran las criticas. Y
esas se convierten entonces en las metricas
que, si fallas en esas, |os demas bonos no
| os vas a coger.

Eso es sencillo en el sentido de que
permte, si no tienes ese tipo de métrica,
permte que al guien coja un bono por hacer
lo facil, mentras que no esta ocupado
haciendo o critico. Si tu tienes una

estructura donde acumul as nuchos puntos por
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hacer algo que es facil de hacer, entonces
yo cojo un bono por hacer esto que es faci
de hacer. Pero esto otro que es critico,
si no | o al canzo, no tengo ni nguna
penal i dad porque no -- no cojo el bono. No
coj o el bono.
0:26:29, 111 In 1 alaln 12

CHAI RVAN AVI LES: ;Conp estd, doctor?
Buenos dias. Buenas tardes. En su
testinonio, a m me gustaria tener un
i ntercanmbio mas bien -- no quiero Ilanarlo
filosofico -- pero para aclarar unos puntos
que yo creo que desde | a nmaflana conp que no
estan claros en o que henpbs visto.
Prinero, que hay que aclarar prinmero que el
Negoci ado de Energia regula todas |as
enpresas y el sistema el éctrico del pais.

THE W TNESS: Correcto.

CHAI RMAN AVI LES: Y que el contrato de
LUMA con las P3 y |a Autoridad es parte, no
es el todo, es parte de ese andam aje
juridico regulatorio. En esos estanos
cl aro.

THE WTNESS: Si.

CHAI RMAN AVI LES: Y tanbi én estanos

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

Hearing Vol . |

Page 15

claro que, en caso de que surjan

di screpanci as entre ese contrato y ese
andam aj e, hay que resolverlo. Y el
primero |l amado a resol ver esas

di screpanci as es el Negoci ado de Energi a.

THE W TNESS: Yo estoy de acuerdo con
eso.

CHAI RVAN AVI LES: Ckay. Aclarado eso,
vanos a | o segundo. Esto es un proceso
para establ ecer unas bonificaciones a raiz
del contrato. Yo entendi desde el
princi pio que el Negociado establ ece que el
proceso es para establ ecer un necani sno de
métricas por desenpefio. Y las nétricas por
desenpefio no estan restringidas solo a
boni fi caci ones --

THE WTNESS: My bien

CHAI RVAN AVI LES: -- incluyen
penal i dades --

THE WTNESS: My bien

CHAI RMAN AVI LES: -- o pueden incluir
penal i dades. Por ahi vanps. O sea, este
proceso es parte de un proceso més grande
que ya esta regulado. En este en

especifico estanos habl ando de |a

Ver bati m Reporting PR
787.626. 5700




© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

Hearing Vol . |
Page 16

posi bil'i dad de bonificaciones. Se esta

di scutiendo aqui |a posibilidad de
penal i dades. Eso es al go que esta sobre la
mesa.

Pero, en térmnos generales, es una
estructura de bonificaci 6n que nace en el
contrato. [Eso no quiere decir que ya
nosotros tenenobs un reglamento para
establ ecer unas netricas y que, de acuerdo
al poder que nos confiere la ley, en esa
regl ament aci 6n que se basa en la | ey,
nosotros podenos establ ecer otros
mecani snos de penalidades, que la ley msm
est abl ece que pueden ser hasta 25, 000
dél ares de multa diarios por incunplimento
con una orden del Tribunal. O sea, que
| ndependi entenente de | o que se defina en
esta estructura, lo cierto es que ya la ley
establ ece que hay una regl anmentaci on bajo
el poder de regul aci 6n del Negoci ado que
podenps nosotros, a través de esa
regul aci 6n, establ ecer unas penal i dades por
I ncunplimento de unos unbrales y de unos
m ni nos.

¢Estanps de acuerdo con eso?
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THE WTNESS: Yo estoy de acuerdo que
eso debe ser asi.

CHAI RVAN AVI LES: My bi en.

THE WTNESS: El Negoci ado debe poder
est abl ecer penal i dades.

CHAI RVAN AVI LES: Eso es todo.

G aci as.

COW SSI ONER UGARTE:  Buenas tar des.
Buenas.

En su reconendaci 6n dos, usted al ega
que no cree que este proceso ha sido uno
participativo. M gustaria que abundara en
eso y por qué lo dice y qué haria para
mej orarl o.

THE WTNESS: Es tipico de |los
procesos administrativos en Puerto Rico --
no estoy habl ando excl usivanente ahora del
Negoci ado, sino de practicanmente todos |os
procesos -- en que se establece una
estructura sem -judicial, donde primero hay
un proceso de establ ecer quién tiene
derecho a presentarse y quiéen no tiene
derecho a presentarse. Para venir aqui
ti enes que ser perito y tener a veces mas

grados que un ternonetro para poder
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sentarte a hablar con el com sionado.
Ccurre sienmpre en San Juan la vista en
horas | aborables. Eso |es pasa a todas |as
agenci as.

Las personas que se ven afectado por
esto en Maricao, en Quéanica, en Arecibo,
ti enen nmucho menos acceso a este proceso.
Yo he visto en otras jurisdicciones que se
abren grupos de trabajo regionales. Se
hace un esfuerzo porque | a ciudadania pueda
participar de | os procesos. En ese
senti do, tenenbs cam no que andar, no solo
el Negoci ado, sino otras uni dades
adm ni strativas de nuestro gobierno. Ese
es el espiritu en el que yo escribo m
reconendaci 6n. No sé si contesté su
pregunt a.

COW SSI ONER UGARTE: La otra es -- la
otra pregunta, cuando usted hizo sus
concl usi ones y sus reconmendaci ones sobre
|l as métricas, su incentivo, ¢justed --
sol amente quiero confirmar -- ¢susted tuvo
en cuenta el estado del sistenm
act ual ment e?

THE WTNESS: (El estado se refiere a

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

Hearing Vol . |

Page 19

| a condicion fisica del sistena el éctrico?

COW SSI ONER UGARTE: A la
condi ci 6n -- bueno, si.

THE WTNESS: Si. Hace varios afios
que no sale un informe conpleto de |la
condicion fisica del sistena el éctrico.

Asi que, cuando yo hago ms

reconendaci ones, estoy basandone en | a poca
i nformaci 6n que se puede obtener de |a
pagi na publica del Negociado y de m
experiencia personal y |a informaci on que
tengo en el ejercicio de m profesion.
Porque, cono le digo, m nejor recuerdo es
que desde el 2012, hace diez afos, no sale
un inforne conpleto del estado del sistema
el éctrico de Puerto Rico.

La respuesta es si, porque cuando --
se me hace bien dificil a ni conprender que
| | ega una enpresa en forma voluntaria a
participar de un proceso para ganar una
conpetencia y nanejar un sistema el éctrico,
y esa enpresa no esta consciente de la
condi ci 6n del sistema el éctrico que
pretende manejar. Entonces yo escucho todo

el tienpo esta al egaci 6n de que, “No puedo
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cunplir y mejorar el sistema porque estaba
muy mal 0”. Pero es que tu sabias que
estaba nal o cuando entraste y asum ste esa
responsabilidad. No era un secreto que
est aba nal o.

Ademés, |a enpresa deberia haber hecho
una eval uaci 6n del sistenma el éctrico que
asume responsabilidad de manejar. Hace una
representaci on de que, “Soy capaz de coger

este sistema y nejorarlo significativanente

en poco tienpo”. Entonces, una vez que se
hace esa -- ese proceso y se da una
adj udi caci 6n, se asunme la -- Ilega la fecha

en que uno toma posesi 6n y ahora opera el
sistema, y entonces de nonmento son noticias
el que el sistenma estaba malo. A m ne
parece que eso es contradictorio. Asi
que -- y hago ese conentario --

COW SSI ONER UGARTE: Pero | a pregunta
I ba dirigida --

THE W TNESS: Hago ese conentario
preci samente a eso.

COW SSI ONER UGARTE: -- a |l o que
usted analiz6 y evalud. Si --

THE WTNESS: Yo eval Go eso tanbi én

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o B~ O w N P

N N N N NN P P P PP PP PP
g N W N P O © W ~N O 0o »h W N B O

Hearing Vol . |
Page 21

porque yo soy, ademas de perito en este
caso, yo soy ciudadano en este pais, y yo
vivo todos | os dias |as condiciones del
sistema el éctrico. Yo vivo en el canpo.

Yo vivo en San German. O sea, si hay una
zona que sufre | os problemas el éctricos més
que el resto del pais es |la zona suroeste.

Si uno mra las métricas de desenpefio
cono SAIDI, SAIFl, etcétera, se da cuenta
que, en esa zona, |la respuesta es nuy
distinta al area metropolitana, por
ejemplo. Asi que si, yo estoy consciente
que el estado de situacion del sistem
el éctrico es uno que requiere inversion
que requi ere atenci 6n, que requiere
trabajo. Pero eso es precisanmente fue a lo
que vino LUVA. Eso fue a |o que se hizo
voluntario. Asi que, ¢hasta donde uno
puede estirar |la excusa de que el sistenn
estaba nal 0?

Por eso es que yo hago unas
reconendaci ones basadas en cono debe ser el
desenpefio de una enpresa que se presenta
COMD una enpresa capaz, CON recursos y que

puede coger el sistema el éctrico y
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mejorarlo. Y esa es una de |as preguntas

que hay que hacerse, ¢cuanto tienpo hay que

esperar para que ejecute correctamente?

COW SSI ONER UGARTE: Yo no tengo mas

pregunt as.
0:36:14, 112 In 2y 3

A Si. José Al aneda Lozada, profesor de |la
Uni versi dad de Puerto Rico, Recinto de Mayaguez,
Departamento de Econoni a.
0:36:27, 112 In5 alaln 7 (sustituir)

Can you describe your role in the proceeding?

A ¢Si describom...? No lo oi claranente.
¢cDescribir...?

Q Your role in the proceeding.

A Ch. Gkay. Fui contratado por LECO para
evaluar las metricas -- la posibilidad de
establ ecer métricas y de establ ecer un sistenn
de ecuaci 6n o un nodel o, un esquemm, de
penal i dades/reconpensas. Y ese nodel o se
eval ué: uno, examnando la literatura que habia
acunul ada; dos, eval uando |as ecuaciones; tres,
proponi endo unas netricas parecidas sin
pretender que fueran finales. Solanente, es una
propuesta para que se mrara con detenimento |a

posi bili dad de buscar un equi po posteriornente
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de peritos y establecer un sistema metrico de
penal i dades/ reconpensas. Y ese fue
practicanente el trabajo.

Se eval ua tanbi én | a energia esencial mente,
conmo | o recientemente se ha tratado de eval uar
en muchos paises, conop un derecho humano, a
“human rights” -- “energy as a human right”. Se
eval Ua tanbi én |la energia como un servicio
fundament al /esencial, y la inportancia de
sistenma energeético para el crecimento
econdm co. Eso fundamental nente es |a base.
0:40:24, 113 In3 ala4

A Si. A normento en que yo evalué la
literatura, habia dos esquemas fundamental es que
se trataban y se insistia en esos esquemas. E
esquema de “reward/ penalty scheme”, el escenario
de penal i dades/reconpensa. Y uno que ellos
| I aman conpensaci 6n por “outage”, que son
apagones.

THE W TNESS. ¢Estoy correcto (habla

en voz baja)?

Conpensaci 6n por apagones. Y entonces
varios trabajos, estudios que se citan en

m trabajo eval tan estos dos escenari 0s.

Posteriormente, en |a | ectura hay otros
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escenari os que surgen en Nueva York, la
ciudad de Nueva York, y otros esquemas nas
que, obvianente, no estaban presentes
porque, cuando |l o escribi, no sabia de esos
otros escenari o0s.
0:41:47, 113 In 8
A No entendi |la pregunta. Repitalo, es que
| 0 0oigo nuy bajo.
0:42:00, 113 In 11
A Ckay. Si. Exactanente. A examnar a
LUMA, LUMA parece que tiene un sistenn
penal i dad/ reconpensa, |o Unico que, en el |ado
de |a penalidad, es cero o se acerca a cero.
Porque practicamente, cuando uno examina |as
metricas que utilizan otros estados por |os
di ferentes nodel os, ellos pueden haber
canbi ado -- de hecho, muchos han tirado para
atras | os esquemas y han hecho otros esquemas de
regl amentaci 6n. Pero eso es precisanente |a
I dea de todo este proceso, este ejercicio, de
uno hacer unos ejercicios mtematicos,
i nvestigativos, econdm cos, sociales, que te
permtan establ ecer mejor sistem.
Cuando yo veo -- y | o que henps discutido

aqui -- queda claro que LUVA précticanente tiene
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un sistema “penalty/reward”, pero que “penalty”
es cero o casi cero, ¢ve? Porque no es un
esquena al estilo de | os nodel os que yo habia
exam nado y que estan considerados en |la
l'iteratura.

0:43:20, 113 In 12 a 16 (Sustituir)

Q Ckay. And then, on line 16, same page --

A The same -- ¢la msma pagina 5?

Q (Reading fromthe docunent.) “l conclude
and recommend that PREB devel op a reward-and-
penalty scheme.” Do you have any nore specific
recommendati ons on how t he Bureau shoul d do
t hat ?

A Si. Conmp dije anteriornente, |o que
propongo ahi es que se exanmi ne un nodel o de
penal i dad/ reconpensa o un nodel o de “outage
conmpensation”, cualquiera de |os dos o cual quier
otro nodel o que haya surgi do nodernamente. Y
que se exam ne estos estados comp New York,
California, los errores que han conetido porque
han conetido errores que han tenido que tirar
hacia atras el esquema de eval uaci 6n. Se
exam nen esos para tratar entonces de establ ecer
de “penalty/reward”, de

conpensaci 6n/ penal i dades, para que Puerto Rico
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pueda obtener -- porque |a discusidn aqui,
cuando | a estuve oyendo esta nafiana, estaba nuy
centrada en LUVA conp enpresa.

LUMA conp que busca maxim zar gananci a,
maxi m zar el valor de la enpresa a sus
accionistas, lo cual obviamente es conpletanente
| 6gi co en un sistema de orden capitalista cono
vivims. No criticanps eso. Lo que yo Creo es
que el regul ador, que fundanental mente busca
|legar a |a parte social, esa es |la que yo creo
que vi flaco, la presentaci 6n de LUVA, porque
fundanental nente | o que es el nodelo de |la
enpresa privada tratando de nmaxi m zar su val or

Aqui es que viene precisanente |la inportancia
del Bureau, el Negociado, para tratar entonces
de |l egar a metas sociales, que es |la que
nosotros querenps de un sistema resiliente,
menos apagones. Y ese esquena es | o que
nosotros, conp econom stas y cono ci udadano de
este pais, que pago la luz todos |os dias,
querenps que eso sea asi. Esa es |la idea.

0:46:04, 113 In 19 ala 114 In 8

COW SSI ONER UGARTE: Hol a. Buenas.
MR ALAMEDA: Buenas.
COW SSI ONER UGARTE: En esa m sna
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pagi na, en ese msno parrafo, usted dice
que hay cinco estados, cinco jurisdicciones
que se establecieron el msno tipo de
métrica. ¢Me podria decir cudales son |as
jurisdicciones a las que se refiere?

MR. ALAMEDA: Tendria que revisar
donde -- el articul o porque, asi de
menoria, no recuerdo. Creo que esté
presente aqui. Pero uno de ellos es Nueva
York. Oro de ellos es California, Hawaii,
Long | sl and.

Si no estoy -- y otros nmas estados que
se presentan en los estudios a la cual yo
he citado en las notas al calce. Déjene
ver si estoy bien. Es que estoy tratando
de buscar cual es el que se cita, que estan
| os diferentes estados. Pero -- no. Yo
estoy seguro que |lo hice, pero --

COW SSI ONER UGARTE: Se | e queda uno.
Si | o encuentra |uego --

MR. ALAMEDA: (Ckay. Se |o busco por
ahi .

COW SSI ONER UGARTE:  -- me | o indica,
por favor.

VR. ALAMEDA: Conob no.
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COW SSI ONER UGARTE:  Muchas graci as.
No tengo nmés pregunt as.

CHAI RVAN AVI LES: Buenas tar des,
doctor. (Qué tal?

MR. ALAMEDA: Conp no. Sal udos.

Sal udos.

CHAI RVAN AVI LES: Sal udos. Usted
menci ona que si hay al go que tiene que
hacer el Negociado entre tantas otras
cosas, pero que le interesaria o que quiere
ver que el Negociado hace, que en esas
métricas que escoja, incluyan nétricas que
vel an por el interés publico; usted |le
|l ama “razon social ”.

MR ALAMEDA: Correcto.

CHAI RVAN AVI LES: Est anos
conpl etanente de acuerdo porque esa es la
razon de ser del Negociado. Entonces ni
pregunta directa, al grano, si yo le digo a
usted, “Dene por lo nmenos” -- fijese |o que

| e estoy diciendo -- “por o nmenos cinco

métricas que tienen que estar en esa

estructura”, ¢cual es usted ne nenci ona?
MR. ALAMEDA: Bueno, las netricas

tipicas de evaluacién, uno es SAID; la
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otra es KAID, que responde a -- tendria
que buscar l|as siglas, a qué responde.
Metricas tanbi én sobre |la cuestidn regi ona
de justicia energética. Una cosa bien

| nportante, que yo he estado en estos
estudios y lo presentd el conpafiero de |la
Uni versi dad de Puerto Rico, el Dr. Castro
Sitiriche, es que, por ejenplo, se

anunci a -- hay un huracan. Se anunci a que
tenenos el 95 por ciento de la gente
ener gi zadas; faltan cinco. Pero esos cinco
estan en Maricao, Adjuntas, Las Marias.
Dej an de anunci ar esos cinco por ciento, y
esos se tardan cono 20 o 25, 30 dias mas.
Por razén de m trabajo, al estar en
Mayaguez y viajar a esa area oeste, por
razones de m trabajo, yo ne doy cuenta de
que eso es asi.

Por o tanto, una netrica que tiene
que eval uar el sistema el éctrico es cono
nosotros podenos || evar corriente,
electrificar a esos canpos, que
tipicanente -- recordenos que al principio,
cuando Mayaguez -- en el 40, '30, Myaguez

Li ght Power era privada. Y una de |as
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cosas que se estatificd, que el estado la
conpro, es porque |la enpresa privada no
queria bregar |a energia el éctrica por
todos los lugares. Y esa es |la tercera.

Y otras mas que, obvianente, no tengo
en |la nmenoria, pero que muy bien -- LUVA
por ejenplo, present0 aqui unas netricas
que tanbi én se podrian considerar, cono |as
|  amadas, | as cosas que el los
est abl eci eron, que son netricas
| nportantes. De hecho, m entender es que,
cuando se establ ezca un sistena de esta
natural eza, LUVA tiene que participar,
hacer su exposicion, |as conuni dades
tanbi én tienen que hacer sus exposi ci ones.
O sea, tiene que ser un proceso inclusivo,
de una soci edad inclusiva con todos |os
“stakehol ders”, participantes de este
esquerma de manera tal que haya una
partici paci 6n efectiva de todos esos
“st akehol ders”.

CHAI RMAN AVI LES: Si me permte,
qui z&s Dr. Irizarry pueda ayudar al Dr.

Al aneda.
El me diotres: SAIDI, KAID, métricas
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regi onal es. Dos mas que usted quiera
anadi r.

MR. I RIZARRY: Si usted nme permte, yo
haria una -- englobaria unas cosas. Cuando
hablo de SAIDI y KAIDI, son netricas de
confiabilidad. Y de |o que estanos
habl ando de SAIDI y KAIDI, a mi ne preocupa
usar excl usivanmente esos indi cadores que
son pronedi os porque | os pronedi os ocultan
| 0s extrenos.

Cuando yo estaba en la Junta de
Gobi erno de |la Autoridad de Energia
El éctrica, yo nolesté bastante para que ne
dieran SAIDI y KAID por alinmentador; nunca
me |o dieron. Lo mas que pude obtener
fueron regi ones. Cuando uno exam naba el
SAIDI y el KAID de |las regiones en Puerto
Ri co, descubrias que Ia zona netropolitana,
por ejenplo, tenia un SAIDI y un KAI DI
superior, mejor que el promedio. Y veias
el oeste y estaba por debajo del pronedio.

Y yo pedia eso para decir, “Bueno,
ahora, cuando vas a hacer inversiones,
mej oras capitales”, yo seguia viendo

i nversiones en un area que, si td juzgabas
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por confiabilidad, decias, “Pero si esta
area esta por encim del pronedio. Ella
esta bien. ¢Por qué sigues invirtiendo ahi
y tienes abandonada una zona que sienpre
esta atras?” No haces la inversion
correcta para nmejorarla. Entonces que el
Negoci ado m re con mayor granul ari dad ese
asunto del SAID y el KAID tanbién es

I nportante. No es solanente el SAID, el
SAIFI y el KAIDI, es que no se oculte en el
pronedi o | a condici 6n de regi ones.

Eso va atado a | a segunda netrica que
pl antea Al aneda, que es un asunto de
justicia energética. La justicia
energética no aparece en ninguna parte de
| as métricas que propone LUVMA. Es un
concepto que esta conpl etamente ausente de
contrato. Yo no he -- todavia no he visto
una -- un “docket”, conpo ustedes usan, el
| enguaj e del Negoci ado, es abrir un
expedi ente de hablar de justicia
energeética. Esa conversaci on en Puerto
Ri co todavia no se ha dado en forma fornal.

El Dr. Marcel Castro Sitiriche,

siguiendo el nensaje que trae el Dr.
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Al ameda, hace un anélisis de qui énes son

| os Gl tinbs que se conectan después de un
huracan, y sienpre son |os msnos. Sienpre
es las mismas regiones las ultims en
conectarse. Pues, entonces la
justificacion es sienmpre la msm, “Es que
es una nontafia y es |l ej0s” y qué sé yo.
“Oye, ¢pero cuantas veces te va a norder el
msno -- el perro otra vez? ¢Conp vas?
¢Qué inversiones nuevas vas a hacer? ¢Qué
tecnol ogi a nueva vas a traer para atender
ese probl ema?”

Asi que confiabilidad, justicia
energética. Pero el otro tema que yo creo
que deberia tener nmuy presente conb métrica
el Negoci ado es seguridad en la --
seguridad para | a ciudadania. O sea, hay
un asunto de seguridad | aboral. Y esos
quedan un poco cubiertos con | os
regl anent os de OSHA, etcétera. O sea, ya
hay una organi zaci 6n que mra por |a
seguridad | aboral.

Pero | a seguridad de |os ciudadanos no
aparece en ninguna parte en |las nmetricas.

Y eso a mi e preocupa nuchisim porque |a
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cantidad de -- eso estéd atado a otras
métricas cono, por ejenplo, manejo de
vegetaci on, etcétera. O sea, |la gente que
se el ectrocuta porque sale a buscar una
pana o0 un aguacate y cosas conp esas que
son grandes tragedias. Eso no debe pasar
en nuestro pais. La seguridad ciudadana
debe ser inportantisima.

La transfornmaci 6n del sistema
el éctrico se supone que es el eje de todo
este proceso. La ley que |le da paso a todo
esto que estanos viviendo habla de
transformar el sistema eléctrico. Yo
tendria una métrica de reelectrificaci 6n de
nuestro pais con tecnol ogia noderna. O
sea, esa parte de cuél es el sistema que es
nmoder no, que es confiable, que es
sostenible, que es resiliente, todo eso se
engl oba en que el sistema -- |a tecnol ogia
que le suple la electricidad en forma
confiable y resiliente a la gente, ¢es la
m sma que usanos al principio del siglo
pasado o es |la tecnol ogia nueva? ¢Conp
adopt anos eso? ¢Con qué rapi dez hacenos

ese despliegue? Esa métrica no existe.
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Yo creo que el Negociado deberia
establ ecerse -- netricas existen internas y
exi sten externas. Y el Negociado podria
tener una métrica interna de cono yo -- una
asi gnaci on, ¢verdad? -- de cénp yo voy a
medir esta transformacién. Y |uego se
puede traducir a nmandatos y a nétricas que
se les inmponen a distintos factores. Asi
que en esa metrica de la transformaci 6n no
sé si de prinmera instancia es internay
| uego es externa, pero eso tengo que
pensarl 0 un poco nas.

El otro tenma que me parece a m
I nportante es el costo de hacer |as cosas
que hacemps. Y el costo conparado con qué.
El costo conparado con qué. O sea, ¢cuanto
mas nos cuesta a nosotros |os ciudadanos el
paso de traer un operador versus otra
manera de suplirnos nuestra energia.
Nosotros tenianps un esquema de corporaci on
publica y se tond | a decision de pasarlo a
una operaci 6n privada, pero existen otras
estructuras. Una estructura cooperativa es
una alternativa. Nunca henpbs conversado

sobre eso, y cual es la que va a ser nmas
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costo-efectiva para | as condi ci ones de
nuestro pais. Asi que el costo es

I nportante, y el control de gastos es
I nportante. Incentivos para que |la
operaci 6n del sistema sea |as nas
eficiente.

En | a estructura de conpensaci 6n de
LUMA, hay una bonificacion fija, pero hay
un conponente enorne de | o que se |l am de
pasar | os costos, el “pass through”. E
“pass through”, por ahi pasa todo; y todo
es todo. Entonces, ¢conp yo mdo el
desenpefio de una enpresa que es capaz de
pasar todos |os gastos? ¢Donde esta |a
eficiencia y el control sobre ese pasar |os
gastos? ¢Conp yo establezco una métrica
para reducir el “pass through”, por
ej enpl 0? La conpensacién fija que la fija
en un contrato. Pero el “pass through”,
¢cono yo examno y controlo ese costo?

Esas son métricas que no se -- que no henos
conversado, no aparecen en |la estructura
actual. Y yono la traje, precisanente, en
m inforne. Lo traigo ahora notivado por

| a pregunta que usted me hace. Y notivado
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t anbi én por escuchar |a conversaci 6n que
henos tenido en el dia de hoy.

CHAI RVAN AVI LES: Yo voy a aprovechar
y voy a sentar otras bases. Usted bien
sefial a que Puerto Rico esta en un proceso
de transformaci én. Y LUVA es un “player”,
un jugador (audio se entrecorta) naés.
Ust ed bi en sefial a cono profesor de sistemas
el éctricos el paradigma del siglo pasado ya
no es mas. Pero eso esté recogido en |a
ley. Y el Ilamado a establecer las bases y
| a regl anentaci 6n para que se dé esa
transformaci 6n es el Negoci ado de Energia.

¢Qué cosas se han adel antado en ese
proceso? Adopci 6n de |a reglanentaci 6n de
trasbordo, un plan agresivo de generaci 6n a
base de energia renovable, un plan agresivo
de permtir la conexi én de sistenas
di stribui dos, una optim zaci 6n del proceso
de establecer mni redes a lo largo y ancho
del pais. Eso es el Negociado de Energia.

Una vez eso esté establecido, |os
jugadores -- y ya sel ecci onado LUMA --
tiene un rol que hacer fiscalizado por

nosotros. Que es un nonopolio, si, cono
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usted bien sabe. Los sistemas de

transm sion y distribucion tienen que ser
monopolio. No hay de otra. Generaci6n son
otros 20 pesos. Y por eso hay unos PPQA de
energia renovable. Por eso tenenps a |as
personas que se interconectan y venden y
consunmen el ectricidad en sus casas. Por
eso tenenps una transformaci 6n hacia un
mercado en el cual eventual mente podrianos
tener “spot selling market” para vender
energia de acuerdo a una necesi dad para
reserva y otros el ementos necesarios en |la
red. Asi que estanps en ese proceso.

Est anbs encami nados a dejar atras el
par adi gna de generaci 6n centralizada que,
cono usted sefiala, quien Gltino lo sufre, vy
sin razon, y quien més lo sufre es el de la
nont afla. Atado a eso, estoy consciente y
t engo conoci mento que tenenbs que tomar e
insertar en nuestra discusion | o que se
| lama justicia energética. Porque en
Puerto Ri co podrianps habl ar que el
afectado es el de |a nontafa, pero en |os
Est ados Uni dos a veces esa injusticia

esconde un discrinen para ciertos sectores
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por razéon de raza y de género. No sabenps
si aqui eso existe. Por (audio se
entrecorta) consciente y estanos tanbién
movi éndonos en esa direcci on.

Muchos canbi os, tenenbs que ir paso a
paso. No podenos tardar demasi ado.
Querenos ver el efecto positivo de
I nnedi ato. Pero voy a tomar, ¢verdad?,

t omar enbs en consi deraci 6n esas

reconendaci ones; creo que son estupendas.
Pero | e queria dejar saber conp académ co,
cono pensador, conp doctor y perito en esta
materia, qué se esta haciendo en la linea
de sus preocupaci ones. G aci as.

COW SSI ONER TORRES: Si. Tengo una
pregunta. El com sionado Torres para
récord. La pregunta es dirigida al Dr.

Al aneda.

Ust ed nmencion0 que | a propuesta de
LUMA en cuanto a penalidades es de cero a
casi cero. Yo entiendo por casi cero que
exi sten al gunas penal i dades y, si es asi,
¢ccuél es son?

MR. ALAMEDA: Bueno, |as que se

di scutieron aqui de -- que tiene que pasar
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por un tienpo para entonces |a posibilidad
de que se elimne el contrato que ese se
estaba discutiendo aqui, ¢verdad? (Sin
audi o) efectos perversos en |a asignacion
de |l os recursos. Porque entonces, si yo
voy a recibir una -- es conp si tiene un
nifio y ta dices, “Nfio, tienes que
estudiar. Si no, no tienes entonces el
carrito que te iba a conprar”. Pues, si el
nifio no estudia y tu le das el carrito
conoqui era, entonces tienes un incentivo
perverso porque no has |ogrado -- haci endo
este m snp parangon, este msno ejenplo
sencillo, esto tanmbién -- por eso es que
hay que (audi o se entrecorta) un buen
sistema nmétrico de penal i dades/reconpensas,
mrar |las experiencias de otros estados.
Las que fallaron, pues, quitarlas y
mejorarlas, |10os errores que cometieron,
porque | o han hecho | os estados. Han
virado para atras.

Y posi bl emente en |a discusién vaya a
salir de que California tiro para atras,
pero -- y New York. Pero hicieron otras

métricas. Y Puerto Rico tiene que mrar
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eso serianente.
2:08:56, 154 In 14 ala ln 23

COWM SSI ONER AVI LES:  Buenas tardes,
doctor. Usted acaba de testificar que el
testinmonio del Dr. Alaneda falla en
utilizar literatura de paises que son nuy
distintos a Puerto Rico en térm nos
gener al es.

THE WTNESS: Si. Es parte de |lo que
dije.

COW SSI ONER AVI LES: La realidad es
que Puerto Rico es una jurisdiccion en
térmnos de sistena el éctrico nmuy peculiar.
Tenenos un sistema el éctrico que el duefio
es el estado, que es grande. Y a eso le
vanos a afiadir que acabanps de contratar un
operador para darle mantenimento y operar
el sistemn, que en el contrato con ese
oper ador se establ ecen unos incentivos.
¢Podenos decir que eso es peculiar cuando
analizanos la literatura del nundo?

THE WTNESS: No. En la literatura se
habl a de incentivos. El planteam ento que
yo estoy haciendo es que la literatura

especifica que se cita es sobre un tipo
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particul ar de reglamentaci 6n di sefiado para
una “private utility” con duefios
“sharehol ders and profit maxim zing” y que
opera con unos controles diferentes a | os
que se aplican en el réginmen regulatorio
nuestro.
COW SSI ONER AVI LES:  Qui z&s no --
THE WTNESS: Se podrian hacer aqui,
pero habria que canbiar el sistena.
COW SSI ONER AVI LES:  Qui z&s no ne --
THE WTNESS: Estanos habl ando de otra
cosa.

COW SSI ONER AVI LES:

- expresé
correctanente. M pregunta va en la |linea
de tratar de establecer que Puerto Rico es
una jurisdiccion nmuy peculiar.

THE WTNESS: Yo diria que si. Para
enpezar, estanos habl ando de que tenenps un
si stema que sabenpbs que estéa nuy mal o, que
sabenps que hay que reconstruirlo, que es
propi edad publica pero que se va a
reconstruir con dinero publico que no es
di nero de Puerto Rico, que es dinero que
nos van a regalar. Y que por eso entiendo

yo que no se puede privatizar
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conpl etanente, porque el gobierno de

Est ados Unidos no va a decir, “Ahi tienen
9, 000, 000, 0000 -- 10,000, 000, 000 de dol ares
y ahora regél ensel os a una enti dad
privada”, obviamente. Asi que operanps con
sistemas de contratar a al guien para que
opere partes de un sistema cuyos activos

si guen siendo propi edad puablica y cuyo
objetivo central sigue no siendo |a
maxi m zaci 6n de gananci as, sino algun otro.

COW SSI ONER AVI LES: Y | e afiadi nos
que es un sistena aislado. A todo eso que
usted acaba de nencionar --

THE WTNESS: Sistena aislado, exacto.
Y por eso es inportante que, si vanos a
habl ar de aplicar esquemas a Puerto Rico
que estén citados y analizados en |la
literatura economnica, gque usenps una
literatura que trate de sistemas simlares
0 razonabl enmente parecidos a | 0 que estanos
habl ando aqui .

COW SSI ONER AVI LES:  Porque, al final
del dia, no vanpbs a encontrar un sistem
conp el de nosotros.

THE WTNESS: No creo que encontrenps
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en la literatura -- quizas un “paper” que
diga, “Este ‘paper’ esta hecho para
aplicarlo a Puerto Rico”. Pero
ciertamente, cuando venpos toda esta

di scusi 6n sobre “price-cap nechani sns” en
la literatura que cita el Dr. Al aneda,

t enenps que pensar que estanos habl ando de
al go que realnmente no es el tena para el

que estanobs aqui .

:12:43, 155 In 5 hasta 155 In 9 (sustituir)

We are going to start with the Oicina
| ndependi ente. And then we’'re going to go
LECOs. | don't know if PREPA has
questi ons.

So then we're going to go O PC and
then LECOs and then we' |l --

s there sonething that LUMA...?
2:13:47, 156 Inl1 alaln 2

MR. VAZQUEZ: Buenas tardes a todos.
Soy el licenciado Pedro Vazquez en
representaci on de la Oicina | ndependi ente
de Protecci on al Consum dor. Nuestras
preguntas en esta tarde van a estar
dirigida al Sr. Hurtado. No vanpbs a estar

haci endo preguntas a | os demgs.
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156 In 5
BY MR VAZQUEZ:

Q Asi que buenas tardes, Sr. Hurtado.

Sr. Hurtado, ¢béasicanmente pudiera decir que el
establ ecimento de unas netricas de desenpefio de
unos incentivos -- de incentivar nediante
metricas de desenpefio el fin altino es pronover
el mejor funcionamento y el nejor desenpefio de
la utilidad, en este caso, de LUVA?

A Mario Hurtado para el reécord, de LUMA
Bueno, yo diria que hay varios propdsitos, ¢no?
Y en m testinonio hablo de varios de esos
propdsitos. Pero, en térm nos generales, es
alinear las actividades e intereses del operador
del sistenma de transmision y distribucion con
ciertas netas y actividades al beneficio de |os
consum dores, de los clientes del sistema
el éctrico y alinearlo con netas de la politica
publica energética de Puerto R co.

Q Correcto. Y asi fue -- segun usted
contestd en el requerimento de infornmaci 6n del
PREB en el primer interrogatorio en su pregunta
numero uno que, en efecto, es una herramenta
para incentivar (audio se entrecorta) politica

publica y asi (audio se entrecorta) ¢correcto?
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2:17:36, 158 In 8 alaln 11

Q Si, Sr. Hurtado. Volviendo a la
pregunta. Segln usted nanifesto, estaba usted
contestando a m pregunta con relacién a que Si
el objetivo principal basicanente es incentivar
ala utilidad para un nmejor desenpefio.

A Si, pero -- o0 sea, es uno de |os
objetivos. Y estaba diciendo que uno de | os
objetivos principales es alinear |las actividades
mas cercanente a la politica publica energética
de Puerto Rico y a unos beneficios especificos
para | os clientes del sistema el éctrico.

Q Correcto. Y ahi entonces es que le traje
a usted su respuesta al interrogatorio namero
uno del Negociado a |a pregunta nunero uno. Le
estaba haciendo --

A ¢la pregunta nunmero uno en qué document 0?

Q En el requerimento de informaci on nanero
uno del Negoci ado.

A Y cudl -- ¢qué document o?

Q Pregunta ndnero uno.

2:18:53, 158 In 18

MR VAZQUEZ: (kay. Estoy haciendo
referencia a -- y podenos ir directanente

en el set de documentos del Negociado, en
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| a pagi na 2,680 especificanmente.
2:19:38, 159 In 6

MR. VAZQUEZ: Con rel aci 6n al
docunent o, estarenos solicitando que se
admta en evidencia. En cuestion de |la
prueba, estoy haciendo referencia --
2:19:46, 159 In 9

MR VAZQUEZ: Precisanente, estoy
haci endo referencia a docunmento entrado,
por ejenplo, haciendo referencia
directanmente al set que tiene el Negoci ado,
especificamente al que proveyd y conpartio.
Nosotros, en ese sentido, no | o sonetinos
“per se” cono evidencia habiendo sido
sonetido por otra parte tanto por el
Negoci ado o por LECO tambi én esté soneti do.
2:20:07, 159 In 12

MR. VAZQUEZ: No ha sido narcado en
evidencia. Y estoy entonces haci endo
referencia para sacar una copia de la
pagi na 2680 del set del Negoci ado, que fue
que se nos conpartio previo a la vista
t anbi én.
2:20: 47, 159 poner antes de linea 20

MR VAZQUEZ: No, no hay probl ema
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si --

2:30:12, 162 Inlalaln4

Q Y estabanos habl ando nuevanmente que si
parte de | os propositos es fonentar el mejor
desenpefio de la utilidad de LUVA en este caso.

A Si.

Q Correcto.

Y | e pregunto si se debe incentivar a LUVA por
cunplir con su parte del contrato, por hacer el
trabajo por el cual si hay un “fee” y se |e paga
una cantidad especifi ca.

M5. MERCADO. Voy a solicitar que se

le -- entendi |a pregunta es conpuesta.

Ti ene dos prem sas, si |a puede dividir.

Enpez6 cumplimento de contrato y después

dio otra explicacion.

2:30:58, 162 In 8

MS. MERCADO: kay. Si. No hay

probl ema. Conpuest a.

Y ya que interrunpi, tengo un punto de

clarificacion del tipo de documento y

di spositivos que | os testigos pueden tener

de frente, al estar todavia sujetos al --

que se acl are.
2:31:45, 162 In 22 ala 164 In 19
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Q Nuevamente |l e pregunto que si se debe
i ncentivar en este caso a LUVA por cunplir con
| o establ ecido en el contrato.

A Bueno, yo no creo que se trata -- 0 sea,
el proposito de | os incentivos no es
I ncentivar -- decir que, bueno, si no estuviera
el incentivo, LUVA no haria tal cosa. Desde m
punto de vista, el propésito, conp estanps
di ciendo, de los incentivos es alinear |os
Intereses e incentivar. ESO no quiere decir que
LUMA no haria ciertas cosas en |a ausencia de
esas netricas. O sea, es un -- nme parece que
es0 no es correcto en térmnos de la estructura
del contrato ni de |a manera en que funciona una
serie de nétricas, ¢no?

Lo que tiene que -- tiene que ver con premar
0 dar ciertos beneficios para un desenpeiio
especifico, ¢no? Pero este concepto de que,
“Bueno, se |e esta pagando porque hace su
trabajo. ¢Y por qué se le esta prem ando por
hacer su trabajo?”, me parece honestamente una
linea de -- es una argunentaci 6n interesante,
pero esa no es |la manera en que esta
estructurado el contrato. Y la idea de los

I ncentivos no es que, Si no existiera el
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incentivo, |a enpresa el éctrica nunca haria esa
funci 6n o haria esa cosa.

Cobvi amente, una enpresa el éctrica, por
ejenplo, va a trabajar para nejorar |a
confiabilidad del sistema porque esas son |as
funciones principales. Eso no quiere decir que
t0 no establ ezcas o que uno no establ ezca
I ncentivos que tengan que ver con la
confiabilidad del sistema para premar un
desenpefio especifico. Pero no -- 0 sea, es0O es
diferente a decir que, si no hubiera el
I ncentivo, pues, nunca haria nada |a enpresa en
esa area. M parece que esa linea de
argument aci 6n es una manera de enmarcar, a m
punto -- a m manera de ver, es una nmanera
incorrecta de ennmarcar esta discusion sobre
I ncentivos.

Q Como usted acaba de nencionar, es para
i ncentivar un desenpefio especifico, ¢correcto?

A Cuando estoy dici endo desenpefio
especifico, digo |l egar a un desenpefio nungérico
sobre una métrica. Por ejenplo, decir que -- 0
sea, en ese sentido, si es inportante.

Cbvi anente, por eso es que hay netas que se

fijan y por eso se mran |los datos y se mra el
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desenpefio.

Parte de |as caracteristicas de -- en general
de métricas de desenpefio exitosas 0 que estén
bi en di sefiadas es que sean de una caracteristica
que sean cuantitativas, que se pueda cuantificar
de una manera relativamente objetiva | os datos
que soportan esa actividad y | os resultados que
se van a denostrar

Q Puesto de otra nanera tanbi én, ¢(se debe
Incentivar a la -- en este caso a LUMA por
cunplir con lo que la ley asi le requiere
t ambi én?

A No entiendo su pregunta.

Q De la msma nmanera que | e pregunté que s
se debe incentivar por cunplir con el contrato
con cosas que si tienen que hacer -- hay cosas
que indistintamente, incentivo o no incentivo,
hay cosas que LUMA tiene que hacer porque tiene
una obligaci 6n contractual, ¢correcto?

A Ciertanente. Si.

Q Correcto. Asi que, si ese cunplimento
con esas obligaciones las tienen que |levar a
cabo indistintamente del incentivo, significa
que un incentivo debe prem ar un desenpefio que

vaya mas all & de tu cunplimento normal de |o
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que hubiera sido tu obligacién, ¢correcto?

A Si. Pero estanps habl ando de térm nos
bastante vagos e inprecisos, ¢no?, y anbi guos.
Ent onces decir que, “Bueno, de todas maneras, X
enpresa el éctrica tiene que nejorar |a
confiabilidad del sistema”.

Q No--

A Pues, entonces, si ese es el caso -- 0
sea, esa |inea de argumentaciones, eso quiere
decir que, “Bueno, entonces, ¢para qué vamps a
hacer incentivos si de todas maneras bajo la ley
| a enpresa el éctrica tiene |la obligacion de
tratar de brindar un servicio confiable?”
Entonces, si la |o6gica es, “Bueno, si hay un
requisito legal para hacerlo, no deberianos
tener un incentivo”, ne parece que eso NO es una
manera correcta de enmarcar |a discusion porque
ahi estarianmos echando a un | ado un nmonton de
activi dades inportantes, que son inportantes
para los clientes y que es inportante ir
mostrando progreso y mejoras en esas Areas.

Q Bueno, su testinonio en esta maflana y
tarde es precisanmente por |os aspectos general es
porque este proceso precisamente esta para ir al

detalle de conp seria y conp estaria disefiado o
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aprobandose esas neétricas de desenpefio
especificas a | as que usted hace referencia.
Pero, en aspecto general, estanps habl ando que
LUMA tiene una obligacion contractual. Tiene no
sol anente una obligaci on contractual, sino
tambi én tiene un deber de cunplir con la |ey.

Y m pregunta va dirigida, en un aspecto
general, si en ese sentido se debe incentivar a
la utilidad para --

A Si. Y yo creo que Ie he respondi do.

Q Correcto.

Durante este proceso, se |levaran a cabo o se
estaran aprobando unas métricas juntamente con
unas metas en la cual requerira -- y usted ne
dice si coincide, requeriran unos incentivos
para un desenpefio nmés alla de | o que deber ser
su obligaci 6n contractual, ¢correcto?

A No. No es correcto.

Q No es correcto.

A Yo no | o enmarcaria asi tanpoco. No,
porque el proceso de fijar las métricas es un
proceso de investigacion y de mrar cual es |la
realidad. Y por eso hay una |inea base, un
“baseline” -- perdonen que use el térmno en

ingl és -- que se establece basado en el
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desenpefio actual. ESo no tiene que ver con -- 0
sea, NO quiero -- yo creo que este tema de que,
“Bueno, tienen que ir mas all4, mas alla de -- o
sea, por eso se usan datos, ¢no?

Q d aro.

A Por eso se clasifica para establecer,
“Bueno, esta es la |inea base y este es el
desenpefio que se espera”. Pero yo -- nme parece
que se estéan usando térmnos cualitativos con
I mpl i caci ones de val ores casi norales de que --
versus el namero es Xy lo que usted quiere es
|legar a X mas 20 por ciento en un térmno de X
nunero de afos.

Q Y trayendo ese punto que usted esté
menci onando ahora, si yo tengo unas bases, unos
“basel i nes” de | os cual es ahora msno | os
numer os nuestran que el que se esté proponi endo
ya actual mente se esta cunpliendo, ¢conp eso va
a pronover el nejor desenpefio de la utilidad si
actual mente se cunple?

A Bueno, en parte preci sanente porque ha
pasado bastante tienpo y ya LUVA ha estado
operando en tienpo. Yo hice |a propuesta esta
mafiana de que se deberian actualizar las netas y

| os naneros que se utilizan para |a enpresa,
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para tener una serie de métricas con las netas y
l os “m ninumthreshol ds”, |inea mnim de
desenpefio, mas acorde con | os datos mas
recientes de la enpresa y el sistenma el éctrico.

Q ¢Pudi era entonces usted testificar que,
en cada una de las nétricas propuestas, si |os
numeros actual es reflejan que |a base que se
est & proponi endo actual nente se esta cunpliendo,
deberia revisarse para entonces proponer unas
metas que pudi eran pronover el nejoramento en
cada una de ellas?

A La propuesta es que, teniendo en cuenta
al gunas det erm naci ones sobre cual es son | as
metas que se van a utilizar, de (ininteligible)
esas netas, se puede hacer un ejercicio de
actualizar los datos y presentar esos datos al
Negociado y a |as otras partes que participan en
un proceso para asegurar que se puedan fijar
metas y |ineas mininas de desenpefio acordes a
l os ultinmps datos del sistema el éctrico.

Q De al guna manera, Sr. Hurtado, no me
queda claro si ne contestd en la afirmativa o en
|l a negati va.

¢Entiende que, si las bases que se estén

proponi endo actual mente se estan cunpliendo,
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deben canbi arse para pronover el nejoramento en
cada una de esas areas?

A Yo creo -- repito otra vez que se
deberian establ ecer las netas para saber
exactamente qué es |o que -- a qué es |o que se
tiene que atener LUMA y cémp va a hacer |la
estructura de esas nétricas -- perddn, no netas,
de las métricas de desenpefio. Y teniendo en
cuenta esa estructura y teniendo en cuenta una
fecha més clara de cuando van a conenzar a
aplicar efectivamente las métricas, se reunan
| os datos y se haga una presentaci 6n de | os
dat os actualizados para el Negoci ado poder tomar
en cuenta esos datos mas actual i zados de
sistema y asegurarse que estan cdénodos con | as
metas existentes o si se tienen que revisar
segun | os datos mas actual es.

Q ¢No considera que este es el proceso para
eso?

A Yo no descarto que eso se pueda hacer
dentro de ese proceso. Es una decision de
Negoci ado. Pero en este nonento esos datos no
estan ante -- no hacen parte de este proceso.
Porque se hizo un testinonio y se hizo un anejo

nuevo especifico con | os datos que existian en
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ese nonent o.

Q Al nomento --

A O sea, |la manera del proceso seria una
deci si 6n del Negoci ado.

Q ¢Significa que nucha de la “data”
sometida para el establecimento de |as nmetas --
de las metricas conp estan propuestas no
necesari anente es muy confiable la informacion
que se pudo obtener?

A No. Yo no creo que eso es | o que yo
dije.

Q Y | e pregunto yo entonces, ¢entiende
usted que la “data” utilizada para poder
proponer |as netricas que estan ante la
consi deraci 6n de este Negoci ado es confiable
para poder asi entonces establecer sin la
necesi dad de tener que revisarlas nuevamente?

A Bueno, | os datos -- bueno, el hecho de
que sean confiables o no, no tiene que ver
con -- si haya una conveniencia de actuali zar
las netas. Las metas establecidas y |os mininos
que estan establ eci dos usan | os nmejores datos
di sponibles en el tienpo de |la preparaci on de
estas nmetas. Tenenos testinonio y en el msno

anej 0 nuevo bastante informaci 6n sobre esos
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datos, que en al gunos casos esos datos que
recogi nos durante el proceso de transicion
inicial de la Autoridad de Energia El éctrica
t eni anos probl emas de fondo. Por eso, en
ciertos casos, sugerinmos unas |ineas base
basadas en unos tienpos especificos o sugerinos
unas |ineas base diferentes a | o que uno
asumiria solo mrando |os numeros de |la
Autoridad. Porque, en al gunos casos, hay unos
probl emas de fondo en |a nanera en que esos
datos se recogieron o se reportaron o en |la
manera en que se calcul 6 | os resultados.
Ent onces yo creo que para cada dato tenenps una
di scusi 6n sobre |a calidad de | os datos, qué
datos se estan utilizando. Y utilizanos |o
mej or de datos disponibles en su nonento para
poder presentar el anejo nuevo --

Q daro, pero --

2:44:20, 164 In 23 ala 1651n 7

MR VAZQUEZ: (kay. Moviéndonos

entonces un poco mas adel ante.
BY MR VAZQUEZ:

Q Con relacién a | as nétricas sonetidas,
¢ccudl es la diferencia entre la nmétrica

propuesta en la cual se firnd en el contrato, en
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el OWMA, versus |la propuesta ante el Negoci ado?
¢Hubo canbi os en esas métricas?

A Si. Hubo canbi os que estan anotados en
el Anejo IX. O sea, cuando hay un canbio
especifico de la meétrica o se ha diferido la
metrica, y eso esta claramente marcado en el
anejo nuevo -- 0 sea, IX ¢Esté diciendo en
conparaci 6n con |l o que estaba en el Anejo I X en

el nonento de la firma del contrato?

Q Correcto.
A Si.
Q Correcto.

A Ahi se nota -- hay unas meétricas que
nosotros propusi nbs que se postergaran o se
infirieran, y eso esta anotado en el Anejo I X

Q JY otras nétricas que se canbiaron, por
ejenplo, el “effective weight” o que se hayan
canbi ado | a manera en que se contabiliza |la
m sna?

A De que yo nme acuerde especificanmente, no.
Hay unas netricas nuevas, entonces esas netricas
en el contrato no tienen un “effective weight”
¢no? Pero en general se colocd un efecto -- o
sea, se mrd cada meétricay se mro el

“effective weight”.
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Hubo una discusi én con el Gobierno de Puerto
Rico representado por |a Autoridad de Alianzas
Publ i co- Privadas y sus consejeros sobre cada de
las métricas. Ellos revisaron las métricas que
estaban en el contrato, |0 que nosotros
est abanmos proponi endo, hicieron revisiones.
Esas revisiones se tomaron en cuenta para hacer
un Anejo | X que se someti 0 al Negoci ado en
febrero del 2021. Entonces si hubo un proceso y
| os canbi os grandes y todos estan anotados en el
Anejo | X

Q Ckay.

2:46:36, 165 1n 9 alaln 12 (sustituir)

THE WTNESS: O sea, vale |la pena
aclarar que este esquema de conpensaci 6n

fue al go propuesto por el Gobierno de

Puerto Rico inicialmente, y nosotros, en

general , aceptanmps esa estructura, nosotros

digo LUMA. Y eso esta anotado en el

informe del “partnership conmttee” de esta

transacci 6n especifica. Y el proceso que

se hizo durante el proceso de transicion

fue formar el comté que tenia menbros de

| a Autoridad de Energia El éctricay la P3y

LUMA para revisar |os datos. Después se
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hi zo un borrador del Anejo IX, de |os
canbios al Anejo I X Eso se reviso con |la
Aut ori dad de Alianzas Publico-Privadas vy
sus consejeros. Ellos hicieron revisiones
y sugerencias. Esas se tomaron en cuenta,
y eso fue | o que se sonmetid en febrero de
2021 al Negoci ado.

Y subsecuente a eso, conp habl anos
esta mafana, hubo unas refornmas que se
hici eron para soneterlo otra vez en agosto
y septienbre del 2021. Y subsecuente a
eso, después de eso, el Negociado pidid que
se afadieran ciertas nétricas y se
afiadi eron al Anejo I X. Y en cada de esas
et apas, cuando se -- creo, cuando se ha
sonetido ese anej o nuevo, se ha pedido un
“red line” del anejo, y eso se ha sonetido.
Ent onces eso esta muy -- o0 sea, hay
claridad sobre qué cambios se hicieron en
cada versi on del anejo.

MR VAZQUEZ: Dirigido al exaninador,
en el caso que nosotros no vanos a hacer
preguntas a | os demas, si nos permte
varias preguntitas nmés porque no vanos a

estar consumiendo tienpo con | os denmas
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testigos.
2:41:46, 165 In 18 a la 166 In 7 (sustituir)

Q Sr. Hurtado, seguin su testinmonio en |la
| inea 215 --

A ¢Cual? (El testinonio inicial?

Q Su testinonio inicial, correcto.

A (kay. Déj eme buscarlo, por favor

Q Se habl a especificamente de | as
caracteristicas, usted detalla |as
caracteristicas que debe contener las nétricas
propuestas, segun ustedes, ¢correcto?

A Perdone. ¢Esta haciendo referencia a qué
| i neas?

Q La | inea 215 en adel ante.

A Ah. Bueno. Si. Ya estoy ahi. Gacias.

Q Indica -- y lo voy a leer para la
situaci on de que esta en inglés. Lo voy a |eer
asi msmo. Indica que tienen que ser “dear,
unanbi guous, objective quantification”
;ccorrecto?

(Leyendo del docunento.) “An accurate
basel ine indicating the degree to which progress
Is being made in relation to the current state
of the system alignment with public policy and

t he custoner needs, and focused to efficiently
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change”, ¢okay?

¢En efecto la informaci 6n que ustedes
recopil aron para pronmover o0 para sugerir |as
metricas que estan ante |a consideraci 6n cunpl en
con cada una de esas caracteristicas que usted
esta exponi endo en su testinonio?

A Bueno, ese es el objetivo, ¢no? O sea,
| o que dice es que es inportante que se tome en
consi deraci 6n estas caracteristicas en cuanto a
| as diferentes métricas de desenpefio. Entonces,
cono digo en el testinmonio, creo que en
particular las caracteristicas una y dos son
mucho -- 0 sea, se puede decir que no son tan
aplicables a los “najor outage event netrics”
preci samente porque es nuy dificil establecer un
“basel i ne” sobre una energencia porque cada
enmergencia es diferente y uno no puede “a
priori” decir que la emergencia va a ser asi y
asa. Y es nmucho mas dificil la cuantificacion
de esas activi dades.

Ent onces, por eso esas netricas tienen una
caracteristica diferente, es mas procesual
Procesual , aunque creo que no es espafiol, pero
es “more procedural”. Tienen que ver mas con el

proceso segun el nodel o que se utilizo en Nueva
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York para el “scorecard” de energencias, que es
una nmanera de tratar de establ ecer una

herram enta para poder hacer eval uaci ones de
desenpefio durante energencias. Entonces esas
metricas, pues, son un poco diferentes.

2:51:37, 166 In 11 ala 167 In 1

Q Vol vi endo a una pregunta de seguimento
anterior que |e habia hecho con relacién a
establecimento o |o que usted habia menci onado
de revisar |as bases que se han ofrecido, que se
puede volver a revisitar o volver a
actualizar -- ¢fue la palabra que usg?

A Si, actualizar. Yo creo que es mas -- 0
sea, actualizar los datos realnente es |o mas --
yo diria que es | o mas inportante.

Q Ahora para, a manera de ejenplo, ¢esta
consciente, por ejenplo, en la métrica de la
tasa de abandono de |l amadas, ustedes proponen
un “baseline” de 407?

A ¢Puedo tener el Anejo | X para poder --
Si .

Q Basi canent e, proponen un “baseline” de 40
por ciento o la nmeta es 40 por ciento en el
primer afo, ¢correcto?

A No. La neta -- si. Correcto. Si, es 40
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por ciento.

Q ¢Tiene idea en cuanto esta actual nente?

A No. Tendrianos que preguntarle a la
persona que estd encargada de esa nétrica. No
tengo esa neétrica.

Q ¢Desconoce si es mMAsS 0 eSs menos?

A No. No sé.

Q Ckay.

A O sea, m inpresion en general es que en
| as nmétricas de servicio al cliente estanos
bi en, pero tendrianos que preguntarle al experto
sobre esta metrica exactanente cual es el
puntaje. No |lo tengo en m nenoria.

Q Seglin | o que han reportado en el otro
“docket” del que estan haciendo referencia, el
00 -- el 2019-0007, para |los neses de dicienbre,
enero -- de dicienbre, novienbre y octubre,
estanos habl ando de cuatro, cinco y ocho por
ciento. ¢No es desproporcional |o establecido
versus | o actual, que en efecto Ilevaria a
punto de revisar |os “baselines” que estan --
que se estan proponi endo?

A Bueno, yo creo que, otra vez, tiene que
ver con las metas y los -- el nivel minino de

desenpefio, no necesarianente el “baseline”. E
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“baseline” es o que es. O sea, entonces se
pudi era argunentar que se deberian canbiar, pero
me parece que | o inportante es actualizar
preci sanente para que las netas y | os niveles
mninos -- pero no podria conentar
especificanente sobre ese -- 0 sea, realnente es
una pregunta para |las personas que son |os
expertos en esta nétrica porque ellos saben cénmo
se esta calculando y si se esté cal culando de |la
m sma manera en el 0007 de |o que se esta
cal cul ando aca, porque eso no necesarianente el
caso en todas las nmetricas. Entonces no
qui si era dar una respuesta que no esta
fundanentada en la realidad de esa nétricay
cOnp se recogen esos datos. Entonces eso es una
buena pregunta para | os expertos en esa area.

Q Michas gracias, Sr. Hurtado.

A G aci as.

MR VAZQUEZ: Mas ni nguna pregunta

para el testigo.

Tercer audio

0:16:47, 187 In 21 a la 187 In 23

(sustituir)

Debi do a que voy a conenzar con el

Ing. Irizarry, voy a utilizar el idiom
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espafiol . Y me excuso de entrada si incurro
en el “Spanglish”. Asi que entiendo que
fue el prinero que el Negociado entrevisto.
EXAM NATI ON AGUSTI N | Rl ZARRY RI VERA
BY MS. MERCADO

Q Ing. Irizarry, ¢usted considera que Earth

Justice es su cliente en este procedi mento?
0:17:22, 188 In 2
M5. MERCADO Va a |la naturaleza de |a
situacion en la que -- las razones por |as
que esta aqui y es parte de su CV, que es
un anej o del testinonio.
0:17:39, 188 In 8
MS. MERCADO Es parte de su CV,
“curriculumvitae”, y que es un anejo de su
testinmonio, que es parte de su testinonio o
esta incorporado en su testinonio.
0:17:54, 188 In 11 (sustituir)
MS. MERCADO  Si.
BY M5. MERCADO
Q La pregunta es si Earth Justice es su
cliente, es la parte que usted considera su
cliente en este procedimento. ¢Si o no?
A No.
0:18:14, 188 In 19 a la 188 In 19
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M5. MERCADO He nencionado que es
parte de su “curriculumuvitae”.

MR SEILHAMER That’'s fine. Can you
make reference in the direct?

M5. MERCADO Si. Si |e pueden hacer
entrega del Exhibit 7 con sus anejos, la
parte -- la pagina 5 de su “curricul um
vitae” del Ing. Agustin Irizarry.

M5. ARROYO (I naudible.)

MR MJRTHY: No.

MS. MERCADO Le estoy pregun -- el
testigo puede contestar. Es una pregunta
si asi.

BY MS. MERCADOC

Q ¢Me dijo que no --

A (I'naudi bl e.)

Q -- que Earth Justice no es su cliente?
¢Esa fue -- le pregunto, ¢Earth Justice --
0:18:58, 188 In 24 a la 189 In 19

Q Pagina 5 del Exhibit 7, es parte de su
exhibit, es su CV, “curriculumvitae”, que es el
Exhibit 1 de su testinonio. Pagina 5.

Su “curriculumvitae” es el Exhibit 1.

MR SEI LHAMER:  Just give hima chance

to look for it.
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M5. MERCADO Es para ayudarl e.
BY M5. MERCADO

Q ¢(Esté en la pagina 5?

A Estoy en | a péagina 5.

Q Y en el acépite que dice: “Expert
witness in civil court and Puerto Rico Energy
Bureau”, inciso 1, ahi usted indica que usted es
un perito para Earth Justice. ¢Es correcto?

A Aqui dice, y leo: “Expert witness for
Earth Justice on behalf of [ocal environnmenta
organi zations”.

Q Pero -- exacto, para Earth Justice. ¢Es
correcto?

A Ms clientes son | as organizaci ones.
Earth Justice representa a | as organi zaci ones.

Q ¢Earth Justice | e ha pagado sus
honorari os en este caso conp perito?

A Si.

Q Le han pagado 12,000 dol ares, ¢correcto?

A Correcto.

Q ¢Usted espera recibir conpensaci 6n por el
testinoni o que esta ofreciendo cono perito ahora
m snD en este caso, en esta vista ante el
Negoci ado?

A Si.
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Q Le pregunto, conp parte de LECO que es
| a parte interventora, son varias organizaci ones
que conponen a LECO, ¢correcto?

A Correcto.

Q Correcto.

¢Una de ellas es |a UTIER, Uni 6n de
Trabaj adores de la Industria Eléctrica y Riego
de Puerto R co?

A Correcto.

Q ¢Usted ha sido menbro de |a UTIER?

A No.

Q No.

¢Usted ha operado el sistena de transmision y
distribucion de la Autoridad de Energia
El éctrica de Puerto Rico?

0:21:07, 189 In 23
M5. MERCADO No. Esto a va a sus
cualificaciones y experiencia. Son

rel evantes en un testinmonio pericial que

tiene que ver con conponentes de

cunplimento y “performance” de una
utilidad.
0:21:22, 190 In 2
MS. MERCADO No. Le estoy

preguntando. Entiendo que esto es un
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contrainterrogatorio a un perito sobre sus

cual i ficaci ones.
0:21:51, 190 In 13 hasta 190 In 21 (sustituir)
BY MS. MERCADO

Q Para que el récord quede claro, quiero
que me -- NMe excuso si ya me contesto, pero por
si lo olvidé, ¢no ha operado el sistema de
transmision y distribucidn de la Autoridad de
Energia El éctrica, usted?

A ¢Me puede explicar qué significa operar
el sistema el éctrico?

Q ¢Ha trabajado en la Autoridad de Energia
El éctrica?

A Yo no he sido enpleado de |a Autoridad de
Energia El éctri ca.

Q kay.

A Si he sido menbro de la Junta de
Gobi erno de la Autoridad de Energia El éctrica.

Q Y conb menbro de la junta de |la
Aut oridad de Energia Eléctrica, ¢usted tenia
al gin rol operacional en |os sistemas? Por
ej enplo, el Centro de Mando, ¢usted lo -- el
Centro de Control Energético..

A La Junta de Gobierno de Energia El éctrica

recibia infornes técnicos, recibianps testinonio
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de eventos, juzgabanps el desenpefio de | os
operadores y seifial abamos acci ones correctivas.

Q Ckay.

Me nenci ona desenpefio de | os operadores.
Entonces, bajo esa msna |inea que usted ne
acaba de decir, ¢usted ha sido en alguna vez uno
de esos operadores de |la Autoridad de Energia
El éctrica? ¢Si 0 no?

A Yo solamente |l e ensefio | a ingenieria que
el l os luego usan para operar el sistema. Yo
nunca he estado sentado en la silla operando.
Yo | os entreno para que operen

Q Y habl enbs un poquito de su rol en la
junta de directores de |a Autoridad de Energia
El éctrica. ¢Ese puesto usted | o ocupd de entre
junio de 2012 a septienbre de 20147

A Junio de 2012 a septienbre de 2014 es el
térmno que yo servi en la Junta de Gobierno de
Energia El ectrica.

Q ¢Dos afios y tres neses?

0:24:08, 191 1n 9
M5. MERCADO  Just one second. No
estaba enterada de que estaba siendo nuy

rapi da, pero no hay probl ema.

0:24:16, 191 In 13 hasta 191 In 16 (sustituir)
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MR, SEI LHAMER  Sust ai ned.
MS. MERCADO: Si. No hay problema. O
sea, no ne habia dado cuenta.
MR, SEILHAMER W' |l instruct the
attorney to do so.
MS. MERCADO  Ckay. No hay problem
CHAI RVAN AVILES: Si ne permiten, vy
perdonen |a interrupci 6n, que tengo que
acl arar esto.
Usted entiendo que | e pregunto al
doctor si esperaba cobrar dinero. Creo que
l e dijo que si.
La pregunta es si espera cobrar o
cobro por este proceso. ¢Ya usted cobrd o
espera cobrar cono perito?
THE WTNESS: No he cobrado por este
proceso.
CHAI RMAN AVI LES:  Cxay.
0:24:45, 191 In 18
Q ¢No | e han pagado? ¢Los 12,000 dol ares
no se | os han pagado?
0:24:54, 191 In 21 (sustituir)
MS. MERCADO Ckay. Voy a hacer
referencia a la identificacion de LUMA 37-

5. Es el Request for Information 0301
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firmado por Agustin Irizarry Rivera, 37-5.
M5. ARROYOQ Wi ch one?
M5. MERCADO. Treinta y siete cinco.
| dentificaci 6n de LUVA 37-5.
MR SEI LHAMER: Can we have a copy
so. ..
M5. MERCADG. (Il naudible.)
MR SEILHAMER: It’'s going to be the
same rules as --
M5. MERCADO. Si. Es que esa es la
copia que trajinos extra. La tiene el
testi go.
0:25:58, 192 In 11
Q Haci endo referencia a |a ldentificacién
37-5, respuesta a |a pregunta 0301, |le pregunto,
;es correcto que ahi usted contestd que al
moment o ha recibido 12,000 dél ares por concepto
de honorarios conp perito?
0:26:21, 192 In 15 hasta 192 In 17 (sustituir)
MS. MERCADO: Es que tenenps una
contestaci 6n a “di scovery” en el que él
contestO este msnmo particular y nos |la
cursaron el -- creo que fue el 30 de enero,
una producci 6n suplenentaria. Y hay una

i nformaci 6n preci samente que contradice |o
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que ha di cho ahora m sno.
MR SEILHAMER: Ckay. If it's to
I rpeach him go ahead.
0:26:37, 192 In 19 hasta 193 In 25
Q Le pregunto si no es cierto que, en ese
docunment o, que ha sido marcado cono Exhibit 15,
usted contestd que: “Al nmomento, he recibido

12,000 dol ares en -- por concepto de honorari os

conmo perito”.
A Si.
Q Ckay.

Conp menbro de la --
M5. MERCADO Lo devuel vo

BY M5. MERCADO

Q Comb menbro de la junta de directores de
| a Autoridad de Energia El éctrica, ¢en al gun
monento usted participo en |a el aboraci on de
al guna propuesta de nétricas del desenpefio de |a
Aut oridad de Energia El éctrica?

A Si.

Q ¢Cual es?

A En la -- en varios de los comteés de |la
junta, tomabanos acciones para pedirle a |os
operadores de red, ingenieros de planificacion,

auditores y otras, que nos trajeran indices,
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medi das, para nosotros poder juzgar el desenpefio
de las actividades, por ejenplo, inventarios.
Energia El éctrica |l evaba unos inventari os;
nosotros | os exam nabanos, |e hacianos
preguntas. El aborabanos indices sobre
inventario. El aborabanos indices sobre
mant eni mento a transfornadores, nmanteni mento
de disyuntores a la salida de las plantas

el éctricas. Eso vino a consecuencia de averias
que dejaron -- causaron apagones en el pais.

Asi que, segln supervisabanos |a | abor de

ej ecutivo, que era la |labor de la junta de

gobi erno, preci sdbanos informacion y

est abl eci anos nétricas para decidir si las

asi gnaci ones que dabanmps se estaban cunpliendo o
no.

Q Y esos indices que usted nenciona, ¢se
sonetieron -- se publicaron en algln |ugar para
que el pueblo de Puerto Rico pudiera evaluar ese
desenpefio de esos indices o el resultado de esos
indices? ¢Si o no?

A Estan recogidos en las mnutas de |as
reuni ones de comté y de la junta de gobi erno.

Q Esas m nutas, ¢son publicas, si usted

sabe? ¢Si o no?
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A Si. Lo son.

Q Esos indices, resultados de esos indices,
;se sonmetieron a al guna agencia del gobierno
para auditoria sobre la veracidad de |a
i nformaci 6n que esta contenida en ell o0s?

A En el periodo en que yo participaba de |a
junta, la Autoridad de Energia El éctrica era una
organi zaci 6n regul ada por su junta de gobi erno.

Q O sea, ¢que la contestacién es no?

A No existia un organi sno gubernanenta
que -- para nmonitorear o juzgar ese trabajo.

Q Le pregunto, previo al testinonio que se
ha marcado cono el Exhibit 7 de este
procedi m ento que usted presentd -- o tiene
fecha en su prinmera pagina del 16 de novienbre
de 2021, previo a eso, ¢habia usted hecho al guna
publ i caci 6n rel aci onada con nétricas de
desenpefio de una conpafiia de servicios
ener géti cos publica?

A No. No recuerdo haber publicado
anteriornmente sobre el tens.

Q ¢Y sobre propuestas de penal i dades que se
fueran a inplenentar a una conpafiia de servicios
publica energéticos?

A Fuera de | o que discutiams en la msm
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empresa el éctrica --

Q Una publicacion es la -- usted conp
I ndi vi duo.

A No. No tengo esa publicacion.

Q En cuanto a inpl enentaci 6n de propuestas
de penal i dades aplicables a una conpafiia -- una
utilidad publica de servicios energeéticos,
previo a esta propuesta que usted | e ha sonetido
al Negoci ado, ¢habia usted hecho una propuesta
de penal i dades?

A No.

Q Henmos habl ado durante el curso del dia de
hoy de un procedi mento paralelo sobre el
desenpefio; se |lama “The Performance of the
Electric” -- de PREPA, el caso 2019-007.
| ncl uso, usted creo que en su testinonio
menci ona al gunas resol uci ones que el Negoci ado
ha emtido en ese procedimento. ¢Lo conoce?

A Si. Conozco el procedimento.

Q En este procedi mento, ¢usted conoce que
| a Autoridad de Energia El éctrica | e presentd a
este Negociado de Energia a lo |argo de unos
afios, y a partir del 2020, datos sobre su
desenpefio en ciertas areas?

A A solicitud del Negoci ado.
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Q A solicitud del Negoci ado.

A Correcto. Si.

Q En ese proceso, al Negociado de Energia,
¢en al gun momento usted | e presentd una
propuesta sobre metricas adicional es que
deberian considerar para eval uar el desenpefio de
| a Autoridad de Energia El éctrica?

A No.

Q Voy a hacer referencia a otro docunmento
que --

MS. MERCADO  Aclaro que estos
docunent os, desde |a perspectiva de LUWA,
nosotros | os podenos dejar cono
I dentificaciones. Es para efecto del
contrainterrogatorio; no | os tenenos que
marcar cono exhibits.

0:32:05, 194 In 5 (sustituir)

MS5. MERCADO (kay. Pero estéa marcado
conp -- este seria la ldentificacion
47-1 --

0:32:09, 194 In 7 (sustituir)

M5. MERCADO Cuarenta y siete uno de
LUMA.  El “Uility Performance |ncentive
Mechani sm a Handbook for Regul ators”.

Esta | 0 que pasa es que tiene ms --
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bueno. ..

0:32:24, 194 In 15 a la 194 In 21 (sustituir)

Q Esa es | a copia del Negociado. ¢Reconoce
ese docunento que ha sido nmarcado por ahora cono
la ldentificacidon 47-1 y Exhibit 18 -- 16?7 M
adel ant é de tienpo.

A Si. Lo reconozco.

Q Lo reconoce.

MR MJURTHY: Sorry. This is LUVA
exhibit, which one fromyour...?
M5. MERCADO Identification 47-1.
MR MJRTHY: Forty-seven. (kay.
0:32:47, 194 In 23 hasta 195 In 21 (sustituir)

Q Lo conoce, ¢verdad? Esto es un docunento
que usted cita a lo largo de su testinonio, que
es el Exhibit 7 de este procedi mento.

A Lo usé para preparar m testinonio.

Q Usted diria y -- |0 uso.

Le pregunto si lo utilizd para preparar |as
tablas cuatro a la diez con las métricas que
usted propone en su testinonio, Exhibit 7.

A Uso este docunento conb un punto de
referencia para | a creaci 6n de esas tabl as.

Q ¢Es un punto de referencia o estaria

correcto decir -- entender que usted utilizo
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muchas de las tablas de metricas de esta
publicacion y usted las incluyd tanbién conp
propuestas en su testinonio?

A Usé las tablas en el docunento cono
referencia. Yo elaboré m propuesta.

Q Usted el abor6 sus propuestas

Le voy a hacer referencia a | a pagina 47-25 de
ese documento, si | o puede acceder. Ahi hay una
tabla o -- bueno, un encasillado es mas bien,
que se |l ama “Exanples of Innovative Performance
Metrics”.

A Pagi na 25, yo tengo --

Q No. Tiene que ver -- perdoneme. Marcado
| dentificaci 6n, abajo a mano derecha, 47-25
(i naudi bl e).

Dice: “Exanples of Innovative Perfornmance
Metrics”, ¢correcto?

A Si. En esta pagina hay un recuadro que
dice: “Exanples of Innovative Performance
Metrics”.

Q Y en una lista -- un primer “itent, dice:

“Peak | oad reduction”, ¢correcto?

A Si.
Q JY dice: “Illinois”?
A Si.

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o b~ W NP

N N N N NN B P PR R R R R Rk
g A W N P O © 00 N o 0o A W N P O

Hearing Vol . |
Page 82

Q ¢Luego dice: “Stakehol der engagenent,
[1linois y Hawaii”?

A Si.

Q Pues, digame si no es correcto que esa
tabla, podrianmpbs -- ese encasillado es o msnp
que usted incluyé en la Tabla 3 de su inforne
que ha sido marcado como el Exhibit Nimero 7.

Si las conpara, digame si esos “itens” que
usted puso ahi no son idénticos a su Tabla 3.

M5. ARROYO  ¢;Qué pagi na?

MS. MERCADO. Cuarenta y siete
veinticinco del Exhibit 16. Y, del
testinonio, es |la pagina 19, Tabla 3.

THE WTNESS: ¢A cuél pagina de m
testinmonio se refiere?

0:35:15, 195 In 23 hasta 198 In 6 (sustituir)

Q Pagi na 19, Tabla 3.

A La Tabla 3 de m testinonio dice --

Q La pregunta es si los --

A -- “Existing or proposed performance
metric in other jurisdictions”.

Q Ese es el nombre que usted |le dio.

A Si .

Q Pero, si vanos al contenido, esa “Peak

Load Reduction” -- le pregunto, esa “Peak Load
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Reduction Illinois”, ¢no es o msnm que esté en
el primer “itenf de la tabla de |la

| dentificaci on 47-25, que dice: *“Peak Load
Reduction Illinois"? ¢Es la msm?

A Yo identifico en esta tabla --

Q ¢la msnma --

A, -- lo que existe y se propone en otras
jurisdicciones. Y en este inforne, |0 resunmen
en ese recuadro.

Q Pues, vanos al proxinmo. En este inforng,
resume “stakehol der engagenent” cono Illinois y
Hawai i, ¢correcto? *“Stakehol der engagement
l1linois Hawaii”.

A Si.

Q ¢Lo msnm que usted pone, “Stakehol der
Engagenent Illinois Hawaii”?

A Si. Estoy citando el inforne.

Q Est4 citando el informe. Ckay.

¢Usted eval u6 esa nétrica -- vanpbs a coger
una -- de “stakehol der engagenent” en IIllinois?
¢Nos puede explicar en qué consiste esa nmetrica
en Illinois?

A No. En Illinois no |a evalue. Evalué |la
de Hawai i .

Q La de Hawaii elimni --
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Y la de “Peak Load Reductions” de Illinois,
¢l a eval ué?
A No.
Q  ¢No?
A No, porque yo no --
Q No, ya ne contesto.
A -- propongo una netrica de “peak | oad

reduction” en m inforne.

Q ¢Pero | a nenciona?

A Caro. La nenciono --

Q ¢Conb de que existe en otras
jurisdicciones y la --

A Correcto. Es un ejenplo de otras
metricas que existen en otras jurisdicciones,
pero no es una propuesta que yo traigo. Yo no
hago una netrica ni propongo una nmetrica de que
se |l e dé penalidad o incentivo a LUVA por
reducir el pico. Eso yo no lo incorporo en m
I nforne.

Q Ckay.

Y si vanos a la Tabla 4 de su inforne, en la
pagina 24. “Exanples of netrics to achieve a
sust ai nabl e energy systent --

A Si.

Q En |a Tabla 4.
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A Pagi na 24.

Q Digame si no es cierto que esa tabla
proviene de la Tabla 12 de ese docunento
Handbook de SINAPS [fonético] que estanps viendo
ahora msno, |la Tabla 12 de ese docunento. La
Tabla 12, pagina 47-31 del Exhibit 16.

A En la Tabla 12 del docunento --

Q La Tabla 12, la prinera métrica propuesta
es “Energy Efficiency”, ¢correcto?

A Si.

Q ¢Y es la misma prinera nétrica que usted
propone aqui en |la Tabla 4, cono ejenplo,
“Energy Efficiency”?

A Si. Yo hago referencia en m titulo a
este docunento.

Q La pregunta es si son |as m smas
metricas. De esa Tabla 12 del documento de
SINAPS, son las msnmas que usted ha incluido en
su informe conb ejenplos de métricas. Hay siete
metricas --

A Si. Son las msnas.

Q -- en cada una. Son |as m snas.

Ese docunento de SINAPS, se |lama un
“Handbook”, ¢correcto? Si ve el titulo, se
|l ama “Handbook” -- Exhibit 16, “Handbook”. Es
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“Handbook -- Wility Performance |ncentive
Metrics -- Mechani sns, A Handbook for
Regul ators”, ¢correcto?

A Ese es el titulo del docunento.

Q ¢Y es una publicacion del 9 de marzo de
20157

A Correcto.

Q Correcto.

¢Usted actualizd esta publicacion? ¢Verificd
si hay un “Handbook” mas reciente |uego de
2015? Al preparar su informe, ¢verifico si hay
uno nuevo, actualizado?

A ¢Ala fecha de que yo produje el inforne,
se refiere usted?

Q Si. Si. Cuando | o preparo.

A Yo preparé el informe en el '21. En el
'21, no conozco una version mas reciente. No
tenia yo una versi on mas reciente.

Q ¢Pero | a busc6? La pregunta es si la
busco.

A Si. Busqué.

Q ¢No | a encontro?

A No.

Q Ckay.

“Handbook” en espafiol, ¢se traduciria conp un
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manual ?

A Correcto.

Q Ust ed es académ co, ¢correcto? ¢Verdad?
¢Tiene publicaci ones académ cas?

A Si.

Q En publicaci ones académ cas, |e pregunto,
¢utiliza manual es o “handbooks” cono referencia?

A Depende | a publicacién, si.

Q Vimos en esa Tabla 3 que estabanos
mrando de otras jurisdicciones -- sobre
metricas de otras jurisdicciones, que usted --
que | as pone cono ejenplo, ¢correcto?

A Correcto.

Q Le pregunto, ¢usted estd de acuerdo que
cada utilidad publica, “electric power utility”
en inglés, tiene unas caracteristicas
particul ares?

A Si.

Q Si.

¢Y esas caracteristicas particulares son
rel evantes a | a operaci on, por ejenplo, del
sistenma que |la utilidad opera?

A Si.

Q ¢Usted estaria de acuerdo que no hay una

sola conpafiia -- utilidad pablica que sea
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idéntica a la Autoridad de Energia El éctrica?
A Correcto.
0:41:00, 198 In 9
MS. MERCADO. El informe de él tiene
66 paginas. Asi que es --
0:41:06, 198 In 12
MS. MERCADO. Hago constar para récord
que, conp la parte pro -- que tiene el peso
de | a prueba en este procedi mento, es
corto para el perito principal. Yo estoy
de acuerdo, quizas otros peritos no
tendrian un contrainterrogatorio tan |argo.
Pero son 66 pagi nas, muchas citas de
publ i caciones. Se |e han hecho preguntas
en |a mafiana -- en el dia entero. O sea,
que yo entiendo que él limta
| ndebi danent e.
0:41:28, 198 In 14
CHAI RVAN AVI LES: ¢Cuénto tienpo
adi ci onal necesitaria?
MS. MERCADO. Yo diria, dependi endo.
Por | o menos, conp 15 m nutos adicional es.
Yo no tengo problemas con --
CHAl RVMAN AVI LES: Ust edes necesitaban

ti enpo adicional tanbién, ¢verdad?
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:41:40, 198 In 18 (sustituir)

CHAI RMAN AVI LES: Y ustedes tanbi én?

Adel ant e.

COW SSI ONER MATEO. ¢ Ust edes se
pueden quedar ?

Ckay.

CHAI RVAN AVI LES:  Qui en da por
termnada | a vista sonbs nosotros.

Asi que, adel ante.

:42:20, 199 In 3 hasta 199 In 10 (sustituir)

M5. MERCADO ¢Pero vanps a termnar?
Quedan otros testigos.

MR, SEI LHAMER. Quedan --

MS. MERCADC. Digo, yo no tengo
probl emas - -

MR, SEI LHAMER: \What do you nean
there’'s other w tnesses?

MS. MERCADO. Bueno, que quedan -- hay
otros testigos que no se | e han hecho

contrainterrogatorio. Hay un panel grande.

Y yo no --
MR. SEI LHAMER: The 15 mnutes is to
finish the --

CHAI RVAN AVI LES: Est anps cedi endo a

su peticion de 15 mnutos --
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MS. MERCADO. Si, no -- bueno, si.
Esta bi en.

CHAI RVAN AVI LES: Adel ant e.

MR, SEI LHAMER  But we need to clarify
this because it's 15 mnutes to finish her
line of -- it’s not to start wth a new
W t ness.

MS. MERCADO. No, no. Si, con este
testigo. Si. A lo que estaba diciendo es
que, si vanos a termnar |a vista hoy,
enti endo que quedan nmuchos testigos de
contrai nterrogatori o, que si podenos
extender la vista, pero --

MR ALAMEDA: Yo voy para Mayaguez.
Yo tengo cl ases mafiana y no puedo.

MS. MERCADO. Tiene que --

MR. ALAMEDA: Tendria que ver hoy o

nunca.

:47:31, 200 In 11

CHAI RVAN AVI LES: Las regl as
est abl ecian (inaudible) dando tienpo
adicional. Asi que adel ante, |icenciada.
MS. ARROYO Y tonmando en
consi deraci 6n -- aqui Laura Arroyo,

representante de LECO -- que nosotros
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tendrianos cuatro “witnesses”. O sea, te
estan dando 25 minutos para dos

“W t nesses”.

- 47:52, 200 In 16

COW SSI ONER MATEO. La Com si onada
Mateo para el récord. Ya el Oicia
Exam nador di o su determ naci én.

Y, licenciada Arroyo, usted ha estado
aqui en el IRP y sabe cual es el proceso.
La licenciada Mercado no habia tenido el
beneficio de estar aqui, pero esto no es
cono un tribunal en el que podenos estar
diez dias preguntéandole a la gente. Todo
el nmundo se tiene que organizar, ser
estrat égi co con sus preguntas. Y henps
sido flexibles dandol e tienpo adicional,
pero el calendario es el calendario.

MS. MERCADO. Com sionada, yo estuve
en el caso de “unbundling”. Por si acaso.
COW SSI ONER MATEQ  Ese fue en

pandem a. Este es atipico.

M5. MERCADO. Mas corto. Mas corto.

0:48:27, 200 In 19 a la 202 In 18 (sustituir)
Q Contindo, Ing. Irizarry. A preparar --

usted ha preparado una -- en su testinonio
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i ncluye propuestas sobre métricas adicional es de
cumpli -- de desenpefio que usted solicita que el
Negoci ado tone en cuenta. ¢Eso es correcto?

A Si.

Q Al preparar esas propuestas de netricas,
¢considero usted cono -- si el Negociado acepta
una o varias de esas metricas, si hubiese
suficiente dinero para financiar |las acciones
que tendrian que cunplirse para -- dentro de
esas metricas?

A No conprendo su pregunta.

Q Si usted considero si hay dinero
suficiente aprobado en | os presupuestos de LUVA
y la Autoridad de Energia El éctrica para
poder -- para que esas nétricas se inplenenten

A Los presupuestos son una decl araci 6n de
prioridades.

Q Le pregunto si usted -- |la pregunta es s
usted supervisd -- reviséd | os presupuestos para
determnar, si se afiladen estos indicadores
adi ci onal es de desenpefio, podria tener |a
utilidad suficiente dinero para |ograr esas
met as de desenpefio. ¢Usted lo analizo? ¢Si o
no?

A No puedo contestar si o no. Puedo
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contestar |a pregunta.

Q Cont ést ene.

A Mre, usted ne esté preguntando, por
ejenplo, si yo mré el presupuesto del 2021 y
cuanto va a costar hacer algo nuevo, y Si eso yo
pi enso que debo sumarselo a lo otro, o si debo
coger el presupuesto original y canbiar |as
prioridades y gastar la msma cantidad, pero
haci endo otras cosas, ese ejercicio yo no lo
hice. Pero ese ejercicio se puede hacer.

Q La pregunta es si usted | o hizo.

¢Y usted considero de al gin nodo el hecho de
que la Autoridad de Energia El éctrica esté bajo
un procedimento de quiebra bajo el Titulo Il
de la | ey que popul armente se conoce conp
PROVESA?

A Pues, yo | o considero todos |os dias,
pero pensaba que este Negociado --

Q Al disefiar su propuesta de metricas.

A En el Negoci ado, yo he visto que el
Negoci ado ha separado el proceso de qui ebras de
| os demas procesos.

Q O sea --

A Yo no recuerdo en ninguno de | os procesos

que | a consideracion de |a quiebra sea algo para
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di scusi 6n en el --
Q Exacto --
M5. ARROYO Si. Yo objetaria --
Laura Arroyo -- objetaria esa pregunta.

Est4 fuera de | o que estanps aqui

di scutiendo --
MS. MERCADO Prinero, ya contestd --
M5. ARROYO -- y fuera de su

t estinonio.

MR SEILHAMER Ya el testigo la

cont est 0.
BY MS. MERCADO

Q Le pregunto, al disefar su propuesta de
metricas adicionales y penalidades, ¢usted
consider6 | as disposi -- conenzd en su
testinoni o esta maflana, a preguntas del
Negoci ado, y usted dijo que revisd el contrato
de operaci6n y mantenimento entre LUMA, |a
Aut oridad de Energia Eléctrica y |a Autoridad de
la P3. ¢Es correcto?

A Lei el contrato.

Q Al disefiar y proponer una propuesta de
metricas adicionales, ¢usted considero que ese
contrato di spone que debe existir presupuesto

suficiente para que se puedan al canzar |as
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contrato?

A Sienpre es asi.

Q ¢Lo consi der§?

A Si.

Q ¢Y conmo usted entonces aconodd ese
analisis? ¢Cono fue ese andlisis?

A Yo no he hecho una redistribuci6n de
presupuest o.

Q kay.

En su propuesta de neétricas contenidas en el
Exhibit 7, que es su testinonio, ¢usted no
propone -- para cada una de esas netricas que
usted propone, ¢usted propone unos “targets”
0 -- perdonen que utilice el inglés -- “targets”
u objetivos? Para cada una de esas netricas,
¢cpropone usted “targets” u objetivos?

A Doy ej enpl os.

Q Da ej enpl os.

A Yo --

Q Pero | a pregunta es si, para ca -- usted
tiene tablas del cuatro al diez en su infornme,
¢verdad?

A Si.

Q Exhibit 7. Y cada una de esas tablas a
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Su vez tienen varias metricas propuestas. ¢Eso
es asi?

¢Cada una de esas tablas tiene nétricas
propuestas, que tienen un nonbre, cada nmétrica?

A Las tablas tienen la msma estructura
todas. Dicen -- identifican -- hay una etiqueta
para | lamar a la métrica, hay un proposito para
la métrica y hay una formula o manera de
medi rl a.

Q Una fornula. Una manera de nmedirla

¢Ahi en esas tablas usted no incluyd una
sugerencia al Negoci ado de cual serian |os
objetivos para cada una de esas netricas que se
deben cunplir, numéricos? ¢Cuantas --

M5. ARROYO (hjeto |a pregunta. Esté
fuera de su testinonio; esta pidiendo una
i nformaci 6n que eso es responsabilidad de
LUMA y de |os regul adores, no del experto.

MR SEI LHAMER: The question is if he
incorporated that information in the -- in
his report.

M5. MERCADO Si. Si hay una
propuesta de objetivos ahi, si o no.

MR SEILHAMER  So, if he didn't, then

he can answer no.
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0:53:03, 202 In 20 a la 203 In 13

Q Para cada una de las metricas, si hay una
propuesta de “targets” u objetivos atados a cada
una de esas netricas.

A Yo arreglé -- yole re -- en m inforne,
yo | e recom endo al Negociado de Energia que
abra un proceso anplio de participacion
ci udadana para establ ecer esos objetivos para
| as nétricas que deci da sel ecci onar

Q O sea, ¢que la contestacidén a m pregunta
es no?

A Yo no | o puse. Le recomendo --

Q No.

A -- al Negociado que abra un proceso para

definir eso. M parece que ese es el proceso

correcto.
Q En su testinonio -- lo cierto es que |lo
he revisado, es un testimonio largo. Y no -- le

pregunto, en ese testinonio no hay una

consi deraci 6n de cual seria el efecto en el
contrato, en las partes contratantes del
contrato de operaci 6n y mantenimento, si se
afiaden penal i dades. ¢Eso es correcto? ¢No hay

un analisis del efecto en las partes
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contratantes?
A ¢Un analisis legal del contrato?
Q Cual seria el efecto para el -- ¢usted

reconoce que usted esta proponi endo unas
penal i dades que no estan dentro del contrato de
operaci 6n y mantenimento entre LUVA y el

Gobi erno de Puerto Ricoy |a Autoridad de
Energia El éctrica?

A Correcto. No son parte del contrato.

Q Le pregunto si usted analizd |as
consecuenci as, si algunas, de la -- que se
adopte el esquenma de penalidades que usted
sugiere a este contrato, el efecto en |las
partes.

A Cuando usted di ce consecuenci as, ¢se
refiere a consecuenci as | egal es?

Q Legal es, si.

¢Usted conoce -- considerd si seria un
menoscabo de | as expectativas contractual es de
al guna de | as partes en ese contrato de
operaci 6n y mantenimento --

M5. ARROYO  (njecion. Esta haciendo
unas alusiones a la legalidad del contrato.
Est4 fuera del marco de las --

0:54:50, 203 In 16
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M5. ARROYO Ademas, estda argumentando
con el experto.

M5. MERCADO Aqui yo voy a pedir un
“ruling” porque, si querenps que el tienpo
se --

0:55:00, 203 1n 21 ala 204 In 11

Q Si considerg --

A ¢Me puede repetir la pregunta?

Q -- si seria un nmenoscabo a |as
expectativas contractual es de al guna de | as
partes en ese contrato el que se adopte un
esquena de penal i dades que no esta di spuesto en
ese contrato. ¢Lo considerd? ¢Si o no?

A ¢Pero se refiere usted a un andlisis
| egal del contrato?

Q Un analisis de, si se incluye esas
penal i dades, conp se va a afectar LUVA o0 conp se
va a afectar la Autoridad de Energia El éctrica
si se afiade una penalidad que no estaba
di spuesta en el contrato. ¢Lo analiz6? ¢Si o
no? Practico, legal o algun analisis,
consi derar qué pasaria -- conp caben estas
penal i dades en un contrato y cual seria la
consecuenci a.

A Yo no hice analisis |egal porque yo no
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soy abogado. Ahora, si hice un analisis desde
el punto de vista de que -- cuél es el proposito
de hacer -- cual es el propdsito de tener
metricas de desenpefio.

Q Correcto.

A Ese analisis yo | o hago.

Q Si. Eso --

A Y el objetivo de tener las metricas de
desenpefio es un mayor beneficio social.

Q O sea, que la --

A Eso si yo lo analizo y ese es el marco en
el que yo hago m reconmendaci on.

Q ¢Fuera del contrato de operacion y
mant eni m ent 0?

¢No analizé el contrato?

A Yo estudi é el contrato.

Q Para | os efectos de conp se -- para |os
efectos en las partes del contrato, usted no
toma en cuenta o entiende que esta fuera de su
analisis el efecto que tendria las --

A Si.

Q -- penal i dades en las partes
contrat antes.

A Si ustedes --

CHAI RVAN AVI LES: Licenciada, ya él
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contestd que no, que no es abogado y no
hi zo analisis |egal.
MS. MERCADO (Ckay. Bueno, pues,
entonces. . .
0:56:28, 204 In 13 a la 205 In 25
Q ¢Usted estd de acuerdo en que |a
Aut oridad de Energia Eléctrica -- |le pregunto,

¢la Autoridad de Energia Eléctrica es | o que se
conoce conb -- y voy a novernme al ingles --
“Investor-owned utility”, la Autoridad de
Energia El éctrica?

A Es una corporaci 6n publica.

Q Es una corporaci 6n publica. Correcto

¢cTiene una msién de maxim zar ganancias, |la
Aut ori dad de Energia El éctrica?

A No.

Q No.

A No tiene esa m sion.

Q ¢Y sabe usted si LUMA no tiene -- no es
duefia de los activos del sistema de transmsion
y distribucion de |a Autoridad de Energia
El éctrica?

A Es correcto. LUVA no es dueiia de | os
activos de transmision y distribucion,.

Q ¢Usted estaria de acuerdo conmi go en que,
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si LUMA aunenta |a base de clientes, si los
clientes aunmentan, y |as ventas aunentan y |os
“revenues” aunentan, LUMA no participa de esas
gananci as si se aunentan esas ganancias o |o que
se recauda de | as ventas?

A Pero ya establ eci nos que no hay
ganancias. Usted msma nme ha dicho que no hay
gananci as.

Q Las ventas que tiene |a conpafiia de
servicios el éctricos, esas ventas, si hay
ganancias, si hay -- si es “profitable”, ¢LUVA
no reci be una conpensaci 6n adi ci onal a base de
si hay mayores ventas en |a conpafia?

A Su pregunta tiene un -- y discul pe que |o
presente de esa manera.

Q Um j um

A Tiene un problema conceptual. Y es que
la --

Q Pero yo la voy a canbiar. No se
preocupe.

El incentivo fijo que tiene LUVA en el
contrato, el pago bajo -- que es el “fixed fee”,
que usted lo ha |lamado “fixed fee” -- quizas es
que, conp estanos canbi ando de ingl és a espafiol,

| os térm nos se nos confunden. Ese “fixed fee”,

Ver bati m Reporting PR
787.626. 5700



© 00 N o o A~ W NP

N T R N T I T T T e e e e T i
g &5 W N P O © 0 N O O M W N -k O

Hearing Vol . |
Page 103

cesta sujeto a que aumenten o dismnuyan | as
ventas en |la Autoridad de Energia El éctrica?

A No. Paraddjicamente, no esté sujeto.

Q Le pregunto, al preparar su inforne -- ha
escuchado testinonio esta maflana y entiendo que
debe haber visto el testinonio del Sr. Branko
Terzic sobre | o que es “perfornmance-based
regul ation” y “performance incentive
nmechani sms”. En su criterio, ¢usted conoce |as
diferencias entre “performance-based regul ati on”
y “performance incentive mechani sns”?

A Exi sten unas -- ¢usted quiere que le
conteste en base al testinonio del colega?

Q No. Lo que usted conoce.

¢cHay una diferencia entre uno y otro? ¢Si o
no?

A Si. Bueno --

0:59:14, 206 In 8 ala 206 In 22 (sustituir)

Q En su testinonio, ¢es correcto que usted
utiliza una propuesta -- propuestas basadas en
| 0 que se conoce comp “performance-based
regulations”? ¢Si 0 no?

A M testinonio esta atado a “performance-
based nechani sms”, necani snos de nétricas de

desenpefio, en base a métricas de desenpefio.
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Q Y usted cita publicaciones en su

testinonio, ¢correcto?

A Si.
Q Vari as.
¢Y no es cierto que usted cita algunas -- al

menos una que habl a de “perfornance-based
regul ations”?
A ¢Cual es esa?
Q Si no lo recuerda, yoselo -- la
| dentificacion 38-1, “Power Systens of the
Future, 21st Century Power Partnership Thought
Leadership Report”.
A Treinta y ocho uno. ¢En qué lugar --
Q Treinta y ocho uno.
MR SElI LHAMER: (Ese fue --
MS. ARROYO  Perdénane, pero --
MR SEILHAMER: |s that the docunent
that we narked as Exhibit 167?
M5. MERCADO. No. Es un docunento
nuevo. Seria el 17, ¢verdad?
MR, SEILHAMER Can | have 167
MS. MERCADO Es que él lo tiene. Lo
tiene él. No me quiero acer --
Es que tengo m copia --
MR SEI LHAMER: (I naudible.)
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M5. MERCADO. Si. Lo puede marcar
alli. S quiere ponerle |a marca.
MR SEI LHAMER: Can you just provide

t he docunent ?

MS. MERCADO. The binder is yours.

It’s for the Bureau. It’'s just in a binder

for convenience. So you can mark it there.

MR SEILHAMER: That's fine. Just --
MS. MERCADO  (kay.
1:00:38, 206 In 24 a la 208 In 15 (sustituir)

Q Es la ldentificacion 38-1 de LUVA que se
ha marcado comp Exhibit 17. ¢(ESo es un
docunento que usted reconoce?

A Si. Lo reconozco.

Q De hecho, usted lo cita en su infornme.

A Si.

Q Si va alapaginatreintay -- digane si
no es cierto que este docunento habla de
“performance-based regul ations”.

Si va ala pagina interna 38, las
concl usi ones --

A Si. Es una de las cosas que toca el
I nforme.

Q Correcto.

Y si va a la pagina interna 38, que es |la 38-
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46 de LUMA, en esa pagi na hacen unas
recomendaci ones, ¢verdad? Ahi hablan de “next-
generation performance-based regul ation” vy

habl an de “key principles of this adaptive
pathway”. Lo dice ahi, ¢correcto, en |a pagina
38?7

A En | a pagina 38 de ese informe de NREL,
aparece una secci 6n que habl a de “next-
generation performance-based regul ati on”.

Q Y habla de “key principles”, ¢correcto?
Y hace una lista de cuatro “itens” bajo “key
principles”.

A Si.

Q Correcto.

Y uno de esos “principles”, el prinero, dice:
“Regul ations that tie utility profits to desired
per f ormance outcones rather than sales or
I nvestnents”. Eso es uno de |os “key
principles”, ¢correcto?

A Eso dice aqui.

Q Pero usted me dijo que |a Autoridad de
Energia El éctrica no tiene una notivaci 6n de
“profits”, ¢verdad?

A Eso es correcto.

Q A preguntas esta nafiana del Negoci ado
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usted habl 6 del contrato, del “second amended
restated contract” entre LIPAy PSG ¢correcto?

A Si.

Q ¢Y usted nenciond -- habl 6 de | os
“gating” y los -- “gating metrics” y “default
metrics”?

A Si.

Q Y recuerdo que usted habl 6 -- tanbién
conpar 0 | as disposiciones de “default” -- hablé
t anbi én de | as disposiciones -- o le
preguntaron, perddn, de |as disposiciones del
contrato de operaci 6n y manteni mento de LUVA
sobre “key performance nmetrics” que pueden ser
un “event of default” bajo el contrato,
ccorrecto?

A No recuerdo eso.

Q No recuerda.

¢Usted no recuerda que testificd que -- hablé
de que el contrato no provee una penalidad para
“terrible performance”, o desenpeiio terrible?
Perddn, que canbi é al espafiol. Usted habl ¢ de
desenpefio terrible.

A Recuerdo haber dicho que, en el contrato
que tiene LUMA con el gobierno, tiene que pasar

tres afios de desenpefio terrible para poder

Ver bati m Reporting PR
787.626. 5700



© 00 N oo o b~ W NP

N N N N NN B P PR R R R R Rk
g A W N P O © 00 N o 0o A W N P O

Hearing Vol . |
Page 108

termnar el contrato. Consecutivos, tres afos
consecuti vos.

MR SEI LHAMER: Counsel or, just so
you' re aware, we already passed his 15
mnutes. So you're taking time from your
ot her w tness.

MS. MERCADO. Pues, si puedo term nar
esta pregunta, | o agradezco.

MR SEILHAMER: It’'s your tine.

M5. MERCADO Si. Bueno, tengo mas
preguntas. Lo hago constar, que si tengo
mas preguntas que quisiera hacerle al
testigo. Pero term nanps por ahora con
estas, sujeto a que se nme permta nafana,
que el testigo va a estar aqui, pues,
continuar con él en alguno de estos temms.

1:04:14, 208 In 18 a la 208 In 23 (sustituir)

M5. MERCADO  (kay.

BY M5. MERCADQO

Q Le pregunto, ¢donde estd -- el contrato
de operaci 6n y mantenimento de LUVA, (tiene --
menci ona desenpefio terrible como un térmno
definido en ese contrato?

A No recuerdo que use | a palabra terrible.

Q Pues, yo le voy a facilitar el contrato.
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MS. MERCADO Para que se narque conp
el exhibit --
MR, SEI LHAVMER  Nanero 18. Nunber 18.
Exhi bit Nunber 18.
BY Ms. MERCADO:
Q Y le voy a hacer referencia a esa
di sposicion de -- el Articulo 14 de “Defaul t”,
que es |a subsecci 6n K, para que usted nme diga
si ahi menciona desenpefio terrible.
MR, MURTHY: Sorry. Your Honor, which
docunent is this in the --
MR SEILHAMER: This is --
M5. MERCADO. Ese | o estanps -- es el
T&D OVA. No est& marcado cono
i dentificacion, pero si trajinos copia. Le
puedo ensefiar a --
MR SEILHAMER:  You'll provide --
MS. DE LA ROSA: Es un docunento del
Negoci ado.
M5. MERCADO: Es un docunento marcado
por el Negociado. Esta esa copia --
MR. MURTHY: Right, but --
MS. MERCADO -- narcanps para todos.
“The T&D OMVA.”
MR. MURTHY: \Which docunent was it in

Ver bati m Reporting PR
787.626. 5700



© 00 N o o b~ W DN

N T N T N N I I N R N N o e =
g A W N P O © O N O o0 A W N P O

Hearing Vol . |
Page 110

t he docunents that you provided to --

1:06: 30, 209 In 25 hasta 210 In 21 (sustituir)

Q Le pregunto si esta en el Articulo 14,
inciso k, “Failure to neet m ni mum perfornmance
t hreshol d”.

A Lo estoy viendo.

Q Y ahi dice: “If oper -- deenmed failure
to meet m nimum performance threshol d,
operator -- if shall fail to neet the m ninmum
performance threshold”, ¢correcto? “Failure to
meet m ni mum perfornmance threshol d”.

A No entiendo |a pregunta.

Q Que eso dice ahi. Que esta disposicion
se activa cuando el “operator shall fail to neet
the m ni num performance threshol d”.

A (Leyendo del docunento.) “For three key
performance netrics during three or nore
consecutive contract years”.

Q La pregunta seria, ¢ahi no dice “terrible
perf ormance” ?

A No. La palabra terrible no aparece en
este contrato.

Q ¢Y sabe usted si aparece |a pal abra
terrible en el contrato de LIPA *“second amended

(i naudi bl e) LIPA contract”? ¢Aparece el teérm no
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“terrible performnce”?

A No. No sé.

Q Usted |o revisd para su testinonio
¢correcto?, el contrato de LIPA. (I naudible.)
O para preparase aqui a testificar, ¢usted
reviso ese contrato de LIPA?

A No en su totalidad.

Q No.
¢Al guna porci on?
A Si.

MS. MERCADO Entiendo que se acabd.
Si me pueden dar un mnuto para canbiar |os
papeles a los -- un mnuto. (Inaudible)
Li cenci ada Mercado para el récord.
Estoy lista cuando -- ¢procedo?
1:08:31, 210 In 24 hasta 211 In 3 (sustituir)
| NTERROGATORY DR ALAMEDA
BY MS. MERCADO
Q Doctor Al ameda, |e pregunto, previo -- en
| a maflana de hoy henps habl ado del testinonio
que usted prestd sobre una propuesta de un
“penalty and reward schene”. ¢Eso es correcto?
A Correcto.
UNI DENTI FIED MAN:  What's this

Wi t ness’ nane?
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M5. MERCADO Al aneda, A-l-a-m--
THE WTNESS: Al aneda, A-l-a-me-d-a.
BY MS. MERCADO
Q Y su testinonio tiene fecha del 16 de
novi embre de 2021. M estoy refiriendo a
Exhibit 8, que si --
MS. MERCADO Esta es m copia, pero
entiendo que hay una copi a marcada.
1:09:11, 211 In 7 ala 212 In 17
Q Le pregunto si, para preparar ese informe
del 16 de novienbre de 2021, si antes de
prepararl o habia usted hecho una propuesta
simlar de un esquena de penalidades y -- conp
se |lama en inglés, “reward and penalty
schemes”.
A No.
Q ¢Tiene usted al guna experiencia
I npl enent ando un esquena de “rewards and
penal ty” para una conpafiia conb -- para una
utilidad comp |a Autoridad de Energia El éctrica?
A No.
Q Simlar alo que le pregunté al Ing
Irizarry, para desarrollar su propuesta, ¢reviso
usted -- conoce usted el procedimento que el

Negoci ado de Energia sigue en el que recibe
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dat os del desenpefio de |a Autoridad de Energia
El éctrica, el proceso paralelo en el que se
presenta informaci 6n de desenpefio? ¢Reviso |as
constanci as de esos -- |o0s docunmentos que se
presentan en ese procedi mento?

A ¢Cuando dice procedimento es | os CAlDI
SAIDI, las metricas --

Q No. Qro procedimento que el Negoci ado
tiene en el que la Autoridad de Energia
El éctrica y LUMA | e soneten trimestral nente
i nformaci 6n sobre su desenpefio, |o0s dat os.

A Ch, okay.

Q Y se presenta al Negociado de Energia |os
datos trinestrales.

¢Usted ha revisado esos datos trinestral es?
Si estéd en Internet, creo que si.
Correcto.
Los he revisado. Si.
¢Los ha revisado?
Si.

> O > O F

Q ¢Alguna vez usted ha presentado una
propuesta de “rewards and penalties” al
Negoci ado, por ejenplo, en ese proceso que el
Negoci ado tiene sobre el desenpeiio de |a

Autoridad de Energia El éctrica?
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A No.

Q ¢Estaria de acuerdo usted conm go, si
estanos eval uando una propuesta de netricas de
desenpefio, que es inportante que esas nétricas y
| os incentivos estén atados a acciones que |la
conpafiia puede controlar y realizar? ¢Estaria
de acuerdo conm go?

A ¢La conpafiia LUVA o |a Autoridad?

Q Si. LUMA O lautilidad de la que se
trate. En este caso estanos habl ando de LUVA
Pero, conp es un asunto conceptual, es
i mportante que esos indicadores de desenpefio
estén atados a actuaci ones que |a conpafiia puede
controlar y realizar.

A Caro. Por eso es que yo digo que tiene
que estar netidos en el proceso. Es inclusivo.
Si se va a inplantar por parte de |a Energy
Bureau, tiene que estar todo el nundo,

i ncl uyendo LUMA.

Q | ncl usi vo.

Y le pregunto, ¢seria justo o adecuado el que
se establezca un incentivo o una penal i dad
basado en acciones que esa conpafiia -- LUMA, por
ejenmplo, o una utilidad -- no puede control ar?

¢Seria justo eso?
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A Los incentivos no los controla, se |os
da -- estan estipulados. Por lo tanto, las
penal i dades seria |lo msno. Fijese que ellos
reci ben incentivos, conmo yo dije. LUVA tiene un
esquena incentivo/ penalidad. Lo que pasa es que
en el lado de |la penalidad es cero.

Q Si. Perom pregunta -- quizas no ne
expresé bien. Perdon.

Si seria justo el que el Negociado eval Ge un
esquema de penal i dades o incentivos para aplicar
a LUMA que esté basado en acciones que LUMA,
conmo operadores del sistenma de transmsion y
di stribucién, no puede controlar, no son
acciones bajo su control. ¢Seria justo esa
posi bi | i dad?

A. Bueno - -

1:12:48, 213 In 1 ala 213 In 14 (sustituir)
CHAI RVAN AVI LES: Y para dejar claro,

no es que sea justo o no, es que el

Negoci ado no va a tomar esa acci on.

Nosotros establ ecenbs nétricas para un

regula --

MS. MERCADO Bueno, yo es que -- Yo
qui siera, que le hice una pregunta el

testigo y yo no tengo problenma con que él
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me conteste. Yo sé que hay argumentaci ones

legales y -- pero seria una pregunta para

él, si eso seria algo -- un esquema justo o

adecuado.

THE WTNESS: Lo que pasa es que la

pal abra justo a mi no me -- ne preocupa y

es nuy --

BY MS. MERCADO

Q Pues, adecuado. Adecuado seria --

A ¢Adecuado? Pues, yo creo que si. Si
real mente tiene incentivo, los tiene, |o que
pasa es que no tiene |as penalidades.

Q Le pregunto, ya que el tienpo aprema
¢verdad? Y si tengo mas preguntas para usted,
pero estoy |imtada.

Creo que quedo claro esta mafiana que usted
reitera que |o que esta contenido en su informe
son propuest as.

A Correcto.

Q O sea, ¢que usted estaria de acuerdo
conm go que faltan el ementos para poder
I mpl ementar una propuesta cono |la que usted --

A Falta estudio, un estudi o conprensivo que
ubi que a todo el nundo, y que sean ingenieros.

Una propuesta que yo sienpre he dicho, mre, la
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Uni versidad de Puerto Rico, en el Recinto de
Mayaguez, tiene una capaci dad de ingenieria
mej ores del nundo. Pues, entonces vanos a
utilizarlos a ellos para que haganos ese
esquena. No tenenps que tener presupuesto.
All'i estd la Universidad de Puerto Rico. Ahi
esta ese capital bueno. Vanpbs a usarlo.

M5. MERCADO Tengo dos preguntas para
el doctor.

1:14:16, 213 In 18 a la 213 I n 22 (sustituir)

Q Dos preguntas. Sobre el tema de “outage
conpensation” que usted incluye en su
testinonio, para sugerir ese esquenmn, ¢realizo
usted al gun andalisis de costo de comp ese -- un
esquenma cond ese se podria aplicar a LUMA a la
Aut ori dad de Energia El éctrica?

A No, no. Hay que analizarlo.

M5. MERCADO (kay. Bueno, pues, creo
que por las limtaciones de tienpo -- tengo
mas preguntas, pero |o dejanos --

COWM SSI ONER RAMOS: (I naudi bl e.)

M5. MERCADO. Tengo nuchas. Tengo
muchas preguntas. Lo que pasa es que, Si
me permten nmés tienpo, yo no tengo pro --

MR SEI LHAMER: Puedes escoger una.
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M5. MERCADO Creo que --
CHAI RVAN AVI LES: Vanps a sequir

porque | os denmés estaban esperando. A lo

mej or 1 os demas no consumen todo el tienpo

y son tan buenos --

MS. MERCADO (Ckay. Que |o ceden.
COW SSI ONER RAMOS:  -- tienpo que les
sobra a la licenciada para que termne su

| inea de preguntas.

Adel ant e.

1:15:13, 213 In 25 a la 214 In 8 (sustituir)

COW SSI ONER MATEQ.  Tengo una
pregunta para el Sr. Al aneda.

MS. MERCADO  Ah, bueno, dijeron que a
| o nej or puedo continuar si sobra tienpo.
Per don.

BY COW SSI ONER MATEQ:

Q Sr. Alameda, en su opiniény en la
revision que usted hizo del tema para rendir su
informe, en térmnos generales, ¢usted cree que
es apropi ado o adecuado que se establezca una
metrica que de antenmano se sabe que no es
factible cunplir con ella?

A Si 1o pone bajo esas condiciones de “if”,

pues, obviamente, si no es factible cunplir con
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el la, ¢entonces para qué necesitanmps la métrica?
Q Ckay.
A Porque esta col ocando ya -- ya esta
amarrandol a, |a contestaci on.
Q Si. Gacias.

THE WTNESS: Discul pen. Es que tengo
que ir a Mayaguez y tengo clases maflana a
las 7:30.

UNI DENTI FI ED WOVAN:  Que |l egue bien.

THE WTNESS: Un placer verlos.

CHAI RVAN AVI LES: Antes de excusarl o,
¢al guno de ustedes iba a hacerle preguntas
al Dr. Al aneda?

MR VAZQUEZ: No, de nuestra parte, de
la parte de la O PC

M5. ARROYO  No.

MR SEI LHAMER: LECO. (Onh, sorry.
aPC  Sorry.

MR VAZQUEZ: Buenas tardes
nuevanente. El licenciado Pedro Vazquez en
representaci 6n de la O PC. Nuestras
preguntas son para el Sr. Hurtado.

1:16:38, 214 In 11 ala 216 In 2
Q A preguntas que han surgido en esta

tarde, usted nencion6 que, desde |la concepciOn
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en el OVA de las nétricas de desenpefio versus |o
que se radico para | a aprobaci 6n del Negoci ado,
no ha habi do cambi os en | a nmetodol ogi a,
ccorrecto?

A ¢Cuadl meto -- o sea, ¢se esta refiriendo
a qué especificamente?

Q A la nmetodologia en la cual se crearon
las -- utilizadas para hacer las nétricas que se
propusi eron.

A Yo no nme acuerdo que haya habi do canbi os
en la metodologia entre la prinera -- 0 sea, la
prinera cuando se someti ¢ el Anejo I X en febrero
del 2021 y cuando se soneti0 otra vez en
agost o/ septienbre del 2021. Eso fue lo --

Q Si. Perom pregunta va dirigida a |las
propuestas en el OVA cuando se firmd y las que
se sonetieron al Negoci ado.

A preguntas del conpafiero Raghu, |le preguntd
sobre si hubo cambio de netodol ogia. Inclusive,
le trajo a la atencidn |a resolucién y orden de
Negoci ado, si inplementaron eso dentro de las --

A Es que usted esta usando un térm no
bastante vago. ¢Metodologia de qué? O sea, ¢la
manera en que se calcul 6? ¢La manera en que se

recogen | os datos? ¢La nanera en que se --
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Q Est oy usando el misno térmno que
utilizaron en ese nomento. Dijeron metodol ogia
y dijeron --

A Met odol ogia -- si, no. Y nosotros, |o
que estanps refiriendo es a |a metodol ogia de
calcular las nétricas, o sea, calcular |os
nuneros y registrar esos numeros versus una
met a.

Q Correcto.

Pero, sin enbargo, |la manera en que se
calculan el “effective weight” en las métricas,
ces parte de | a metodol ogia?

A Eso no era -- no ne estaba refiriendo a
eso cuando habl aba de | os canbios en
met odol ogia. No --

Q Pero | e estoy preguntando, ¢usted
entiende que el canbio -- |a nanera en que se
determna el “effective weight” no es parte de
| a netodologia de la metrica?

A No. Hay un “effective weight” que estaba
en el contrato en junio del 2020. Exactamente
como o dije, se hizo el proceso que esta
trazado en el contrato bajo las clausulas en el
4.1 -- no ne acuerdo exactanmente, pero es |la

Secci 6n 4 porque esa es |la del “front-end
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transition”. Se hizo el proceso, se mro cua
eran las nétricas, se mré cuadl eran |os
“effective weights”.

En al gunos casos, se hicieron unos canbios, vy
eso se propuso a la P3Ay sus consejeros. Y
ellos dieron “feedback”, dieron conentarios,
pi di eron canmbi os. Todo eso se tond en cuenta
para finalizar el Anejo IX, y eso soneterlo a
Negoci ado.

Q ¢Qué tond entonces usted en consideraci én
para establecer los “effective weight” que tiene
cada una de las metricas?

A Depende de cada metrica. Uno de |os
temas es que no -- o0 sea, el total -- el peso de
cada categoria se mantuvo. O sea, 50 por ciento
de | os puntos vienen de |la parte operativa y de
seguridad, “safety, technical and regulatory”.
Perdon que nme canbie al “Spanglish”

Ent onces esa proporci 6n se mantuvo. Y
después, conmo le dije, hay que sumar para que
sea el msno total -- los nameros total es para
cada nétrica. Depende de |a nétrica. O sea,
tendria que preguntarnme cual metrica
especificanente se canhio y --

Q Vanos a --
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A -- habria que hablar con el testigo que
es el especialista para ver si se acuerda
exactamente cono se hizo ese cal cul o.

Q Vanos ahora m sno.

A Basi canente, tendria que ver con eso,
¢no? Y yo no tengo conoci mento de cada netrica
y cada peso.

Q Estarenos utilizando el Exhibit 18, el
OMA. S vaala Tabla 2.2 -- a la Tabla 2,
perdéneme, en el cual estamps en las nétricas de
satisfaccion al cliente --

A ¢El Anejo | X?

Q En el anejo -- correcto. La Tabla 2. Es
9-4 | a pagina.

A Tabla 2. Si.

Q Si nos ubicanmps en las nétricas de
satisfaccion al cliente, estanos habl ando que |a
nunero cuatro es el “Conplaint Rate”. Y sele
da un “effective weight” de cuatro por ciento,
ccorrecto?

A Eso es 1o que dice la tabla. Si.

Q Sin embargo, en | o que se sonetio y |as
que estan actualmente -- estanos habl ando de
exhibit -- las metricas radicadas en -- |as

actual i zadas, el uUltim. Ese es el exhibit
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mar cado nunero --
MR SEI LHAMER: El 11.
BY MR. VAZQUEZ:

Q El 11. Si nos vanos ahi tanbién a la
Tabla 2.2 0 2-2...

¢lLa tiene consigo? Podenmos ver -- ¢cuanto es
el “effective weight” que | e ponen ahora a
“Conplaint Rate”?

A En la propuesta es un “efective weight”
de 1.7 por ciento (inaudible).

Q Mentras que antes, en el firmado -- en
el incluido en el acuerdo, se |e daban a cada
uno de |l os conponentes de |la nétrica de
satisfaccion al cliente el nmisno peso.

A Um j um

Q ¢Alguna razon especifica para que se haya
variado el peso al “Conplaint Rate”?

A.  Creo que es una buena pregunta para | os
prof esi onal es que trabajaron en esa metrica. Yo
en general me acuerdo que hubo una discusién
sobre --

Q Y perdone que le interrum --

A Si me permite termnar. Una discusion
sobre los datos y la dificultad que tenianps en

det erm nar exactanente cual es eran | os datos de
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| os “conplaints”, o sea, de las quejas, y cono
se habian recogi do esos datos. Entonces yo sé
que en ese nmonento hubo unos temas ahi sobre --
y unas dificultades sobre |os datos que se
podian recoger. Pero ese es m -- 0 sea, €S0 es
| o que yo me acuerdo. Pero |a pregunta
especifica | a deberian hacer con |os
prof esi onal es que trabajan en experiencia de
cliente porque | e pueden dar una respuesta mas
conpl et a.

Q Y tendrenps nuestro tienpo con |a persona
desi gnada por LUNA

Pero | e estoy preguntando especificanmente de
su conocimento --

A S --

Q -- a su mayor entender --

MR SEI LHAMER: Let himanswer the

questi on.
1:23:29, 216 In 8 ala 218 In 4 (sustituir)

Q A su mayor --

A Perdone, |icenci ado.

Q A su mayor entender, ¢la razoén por |la
cual se canbi 0 ese “effective weight” era por
una cuestion de la informaci 6n que pudieron

obt ener ?
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A Me acuerdo que eso era uno de | os tenas,
pero no sé si eso era el unico tema o si habia
otros. O sea, no tengo -- no ne acuerdo
exactamente para esa metrica si habia otros
temas y no tengo todos |os detalles de esa
conversaci on en m nmente.

Q Ckay.

Movi éndonos de esa pregunta -- deme un
monmentito.

Pero mant eni éndonos en satisfacci on al
cliente, le pregunto si usted entiende cual es
el objetivo de cada una de las metricas que
m den | a satisfaccién al cliente. ¢Cual seria
el objetivo?

A Bueno, el objetivo en general es nedir
desenpefio en el area de experiencia del cliente.

Q ¢Medir el desenpefio en el area de
servicio al cliente?

A Al cliente, si.

Q ¢Y conmo puede nedir ese desenpefio?

A Bueno, se ponen (audio se entrecorta)
metricas, se mran | os datos, se pone una neta,
se hace un prograna de nejoramento o de
i nversi on o de canbi o para poder efectuar

canbi os y progresar, ir nejorando el desenpefio
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en esas areas de servicio al cliente.
Q Le pregunto -- y ne refiero a su
testinonio en la linea 142-143, y le cito: “In
terms of custoner satisfaction, the goal” --
A ¢Me espera? ¢Me espera?
Q “Sorry.” Discul pe. Disculpe. La linea

142 y 143. De la 142 en adel ante. Estanos
habl ando de su directo de agosto 18.

Dice que: “In terms of customer satisfaction,
the goal is to achieve a high I evel of custoner
service across all custoner classes”. ¢Asi que,
basi camente, la metrica esta disefiada
preci samente para medir cudn satisfecho esta el
cliente con el funcionam ento de LUVA?

A Para mejorar el servicio al cliente.

Q Y el beneficio --

A (Leyendo del docunento.) “Achieve a high
| evel of custoner service.”

Q Y el beneficio que se obtiene --

A ¢Perdon?

Q El beneficio que se obtiene entonces de
esa netrica, ¢cual seria el beneficio que el
cliente obtiene de esa nétrica si no es si esta
satisfecho o no con el funcionam ento?

A El beneficio es que tiene un servicio ms
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agil. Voy a ser mas responsivo, que se le esta
atendiendo -- o0 sea, que tiene un servicio que
funciona mejor para él cono cliente --

Q ¢Pudiera --

A -- cono cliente.

Q ¢Pudi era concluir conm go que entonces el
cliente estaria mas satisfecho con |a | abor de
ust edes?

A Bueno, hay unas metricas que son
especificas de satisfacciéon del cliente. Hay
otras que no tienen que ver directanente con
satisfaccion del cliente. Entonces no todas son
di rectamente sobre satisfaccion del cliente.

Q Caro. Pero estoy habl ando
especificanente de las nétricas bajo “customner
satisfaction”.

A Si, no, hay --

M5. MERCADO  Tengo una objecién --

THE WTNESS: -- satisfaccion de
cliente --

MS. MERCADO Si me permten. Obje --

THE WTNESS: -- que mden |la

percepci 6n de satisfaccién --
M5. MERCADO  (Qbj eci 6n.
THE WTNESS. -- cliente tiene de
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servicio que se le brinde y otras que no.

Qras tienen que ver con el tienpo de

respuesta en unas |l amadas, el

“abandonenent rate” que tiene que ver

con -- 0 sea, esas no tienen que ver con |la

percepci on de la calidad del servicio.
BY MR. VAZQUEZ:

Q Le pregunto, en un “abandonenent rate”
¢ho inplica que el cliente, si llama a la
utilidad, basicamente |o atienden y no se pierde
su |l amada?

M5. MERCADO Voy a hacer una
objecién. El Sr. Hurtado si habla de |as
metricas conceptual nente, |os propositos de
todas las nétricas de “custonmer service”.
Ya estanps entrando, y ya él |o ha dicho,
el msmo testigo, a las particul ari dades de
ciertas metricas, que en su testinonio no
cubre las particul ari dades de esas
metricas. Asi que esta fuera del -- aunque
ha contestado, entiendo que seguir sobre
una nétrica en particular es fuera de su
t esti noni o.

MR SEILHAMER: W are going to allow

t he questi on.
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But, Counselor, be aware that he has
testified that, in terms of specific, he's

not the ideal person. So, if he doesn't

have the answer, he can give you an

overvi ew of what he has under his

testimony. But, if he doesn’'t know the

answer, he'll just state it to you.

MR VAZQUEZ: Correcto. Y

preci sanente | e estanmps preguntando de su

directo especificanente, con el “goal” que

dice que establece la nmétrica de

satisfaccion al cliente.

THE WTNESS: No. Eso no es |o que
dice. Dice: “Achieve a high level of
cust omer service”

BY MR VAZQUEZ:

Q (Leyendo del docunento.) “In terns
of " --

A “A high level of customer service” quiere
decir un nivel alto de servicio al cliente.
Parte de eso puede ser |a percepcién del cliente
que tiene de ese servicio que | e esta brindando.
Qovi anente es inportante. Por eso tenenps dos
metricas que son sobre satisfaccion al cliente.

Pero las otras metricas no son sobre percepci on,
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son sobre un desenpefio para unos datos
especificos de una actividad especifica. Esa es
la Unica diferencia que estoy tratando de hacer.

Q Pero cuando estuvi mos habl ando a nanera
conceptual, usted contestd que no sol anente el
establ ecimento de unas nétricas de desenpefio se
utiliza para nover a |la utilidad regul ada a
cunplir con politica publica, sino tanbién para
el beneficio de sus clientes, ¢correcto?

A Dije que esos son de |las caracteristicas

i mportantes de unas buenas métricas de

desenpefio.
Q Correcto.
Ya--

A La al i neaci 6n con | os beneficios para | os
clientes y con la politica publica.

Q Voy precisanente a |o que usted entiende
de 1o que debe ser el beneficio de los clientes.
Y | e estaba preguntando antes que objetara |a
conpafiera, cuando usted -- cuando habl an de
“abandonenent rate”, |la tasa de abandono de una
|l anada, si eso no inplica que el cliente -- |a
|l anada del cliente se le va a atender y no va a
tener que volver a |lamar nuevanente a ustedes

por razén de que se perdi 6 su |lanada,
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ccorrecto?

A Bueno, el “abandonement rate” es una --
se calcula de una manera especifica, ¢no? Tiene
que ver con si -- entiendo, en térmnos
general es; otra vez, no soy el experto -- tiene
que ver con si el cliente dejO de esperar en una
|lamada. O sea, si |land y tenia que -- estaba
en espera y dej 6 de esperar para que |o
atendi eran al gun representante de servicio a
cliente. Esa es |la manera en que yo lo
entiendo, pero, cono dije, yo no soy experto en
esta nétrica ni soy experto en servicio al
cliente.

Q ¢lLas métricas de “custonmer satisfaction”
no deben tener conmp su consecuenci a satisfaccion
del cliente?

1:30: 26, 218 In 8 (sustituir)
MR VAZQUEZ: Retiranps |a nisma si ya
| a habia contestado.
Nosotros no tenenps mas preguntas para

el Sr. Hurtado.

MR SEI LHAMER:  Thank you very mnuch.
2:03:36, 243 In 17
CHAI RVAN AVILES: Si. Pero cuando

termno el Dr. Agustin, que usted se novio
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al Dr. Alanmeda, usted dijo que tenia mas
preguntas, pero estaba cortando. Pues,
ahora va a tener cuatro m nutos para
termnar el --
2:04:37, 244 In 16 a la 244 In 17 (sustituir)

COW SSI ONER MATEG:  Attorn --

CHAI RVAN AVI LES: (I naudible.)

COW SSI ONER MATEG:  Yes. And
that's --

CHAI RVAN AVI LES: Tiene cuatro minutos
para usarlo con el Dr. Irizarry. ¢Los va a
usar ?

MS. MERCADO. Yes. |If you give ne one
mnute to go back to his -- yes.

CHAI RVAN AVI LES: En | o que esperanos
por ella, cuatro mnutos --

MR, SEI LHAMER  Four mnutes for LECO

M5. MERCADO. | can -- es que --

CHAI RVAN AVI LES: Adel ant e.

MS. MERCADO. W th whon?

MR MURTHY: Now?

CHAI RVAN AVI LES:  Yes.

MR SElI LHAMER:  Yes.

2:09:03, 248 In 18 ala 250 In 4 (sustituir)

Q Ing. Irizarry, olvidé que estanps en
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espafol .

A preguntas del Negociado esta nafiana, usted
habl 6 sobre una de sus reconendaci ones de un
proceso -- reconendaci ones que usted tiene de
conmo unos procesos pueden ser un -- entiendo que
usted los |lama participativos, si o estoy
traduci endo del inglés al espafiol, en su
testinonio. ¢Es correcto?

A Yo nenciono eso en m testinonio.

Q ¢Usted estaria de acuerdo conmigo que |os
procesos que se conducen bajo el Negoci ado de
Energia no los controla LUVA conpo parte en esos
procesos, no |os disefia LUVA?

A Los procesos del Negociado | os disefa el
Negoci ado.

Q Movi éndonos a su testinmonio escrito de

novi enbre del 2021, usted tanbi én recom enda o

menci ona un -- necani snos de conpensaci 6n a | 0s
clientes por -- eninglés le Ilama en su
testinonio -- “outage conpensation”. ¢Eso es
correcto?

A Quisiera ver el segmento de m testinonio
que usted se refiere.

Q Si. Si.

Mre a ver pagina 29, es el Exhibit 8, su
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test -- perddn, es el Exhibit 7. En |la pagina
29, si vanos a la pagina 29, linea 5 a la 8.
Pagina 29, linea 5 ala8 Ceoquees506a
la -- 5ala 8.

Ust ed nenci ona un programa de restitucion.
Perdon. Quizés con la tra -- restitucion, pero
est & habl ando de conpensaci 6n a los clientes por
cuando sufren por pérdida de servicio el éctrico,
ccorrecto?

A Correcto.

Q En su testinmonio -- pero en ese -- digame
si esta de acuerdo conm go en que usted no
propone un esquenma particular de restitucion a
| os -- cono funcionaria un esquema de
restitucion, cono usted -- “to obtain
restitution”, cono usted dice ahi.

A La reconendaci 6n no incluye --

Q Una reconendaci 6n particul ar

A No, no. No hago una recomendaci 6n
especifica.

Q Si va a la pagina 28 de su testinonio
que es la anterior que estanos viendo, |ineas 25
a la 26, usted esta hablando de | o que usted
|lama, y 1o voy a decir en inglés, “severe

vol tage fluctuations. A phenomenon normally not
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seen whi |l e PREPA managed the electric grid”.
¢Eso es su testinmonio en |a pagina 28?

A Correcto.

Q Para hacer esa afirmacion, ¢usted hizo
al gun estudio de los lugares en particular donde
hubo canbi os en voltaje o, cono usted le Il ang,
“severe voltage fluctuations”? ¢H zo un
analisis particular?

A Tengo datos de al gunos puntos, si.

Q ¢Y conmo estudi 6 esos puntos?

A Anal icé | os datos, |as nedidas de voltaje
y las fluctuaciones de voltaje en esos |ugares.

Q ¢En dénde? ¢Nos puede -- ¢en qué |ugares
en particular?
En el oeste de Puerto Rico.
¢En qué lugares en particul ar?

Hor m gueros, San German y Mayaguez.

O > O F

¢Y qué netodol ogia utilizo para eso?
A Dat os medi dos y un analisis grafico.
G aficamos | os datos, exam nanbs cénmo fluctuaron
los voltajes y si se salen o no de |a banda
aceptabl e en base a estandares de |a industria.
Q Y esos resul tados, ¢usted los cita ahi en
su testinonio? Esa infornmaci 6n que nos esta

dando ahora no esta en su testinonio, ¢verdad?
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A No. No fueron publicados.
Q ¢Perdon?

A No fueron publicados.

Q No fueron publicados. Ckay.

Le pregunto, ¢usted sabe a cuantas conpaiiias
de servicio el éctrico el Negociado de Energia ha
eval uado sus nétricas de desenpefio previo a este
proceso de |la Autoridad de Energia El éctrica?

A A la Autoridad de Energia El éctrica.

Q ¢El Negoci ado de Energia?

A El Negoci ado Energia eval uaba el
desenpefio de |la Autoridad de Energia El éctri ca.

Q Y a cudntas -- y a la Autoridad de
Energia El éctrica, ¢ha habido un proceso para
anal i zar penal i dades con rel aci 6n al desenpefio
de la Autoridad de Energia El éctrica, si usted
conoce?

A Habia unas métricas establ eci das por el
procedi m ento del 2019.

Q La pregunta es si se han inpuesto
penal i dades a | a Autoridad de Energia El éctrica
rel aci onados a su desenpefio de generaci 6n, por
ej enpl o, si usted conoce.

A Yo recuerdo -- me parece recordar nultas

del Negociado de Energia El éctrica, pero no --
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Q ¢Y penal i dades conp usted y el Dr.

Al aneda han sugerido, un esquema de penal i dades

atados a incentivos?
A La estructura --
Q ¢Lo conoce, si |le aplica a PREPA?
MR, SEILHAMER: One | ast question.
THE WTNESS: La estructura de
metricas de desenpefio no se habia
desarrol | ado para | a Autoridad de Energia
El ectrica. El Negociado no habia
desarrol | ado esa estructura para |la
Aut ori dad de Energia El éctrica.
M5. MERCADO G aci as.
MR SEI LHAMER: Thank you.
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CERTI FI CADO DE LA TAQUI GRAFA

YO, ZAIRA M RANDA, E.R Reporter, menbro de
Verbatim Reporting, LLC

CERTI FI CO que la transcripci 6n que antecede es
un reflejo fiel y exacto de |la grabaci 6n, segun me
fuera entregada, del caso de epigrafe.

CERTI FI CO adenés que no tengo interés

pecuniario en el resultado de este caso.

i ) WMol

,/f
ZA RA M RANDA
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