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GOVERNMENT OF PUERTO RICO 

PUBLIC SERVICE REGULATORY BOARD 

PUERTO RICO ENERGY BUREAU 

IN RE: 

GENERA PR LLC FUEL OPTIMIZATION 

PLAN 

CASE NO.: NEPR-MI-2023-0004 

SUBJECT: Motion Submitting Response to 

Resolution and Order Dated October 19, 2023 

MOTION SUBMITTING RESPONSE TO RESOLUTION AND ORDER DATED 

OCTOBER 19, 2023 

TO THE HONORABLE PUERTO RICO ENERGY BUREAU: 

COMES NOW GENERA PR, LLC (“Genera”), as agent of the Puerto Rico Electric 

Power Authority (“PREPA”),1 through its counsels of record, and respectfully submits and prays 

as follows:  

1. On July 18, 2023, the Energy Bureau issued a Resolution and Order titled

Commencing Procedure to Evaluate GENERA PR LLC Fuel Optimization Plan (“July 18th 

Order”), whereby, among other things, the Energy Bureau commenced Case No. NEPR-MI-2023-

0004 to review the Fuel Optimization Plan required by the LGA OMA. In the July 18th Order, the 

Energy Bureau ordered Genera to file a final version of the Fuel Optimization Plan agreed upon 

with P3 Authority and emphasized that the Fuel Optimization Plan must be fully compliant with 

PREPA’s approved Integrated Resource Plan (“IRP”).  

2. After several procedural matters, on September 15, 2023, Genera submitted a

document titled Motion to Submit Genera’s Revised Fuel Optimization Plan in Compliance with 

1 Pursuant to the Puerto Rico Thermal Generation Facilities Operation and Maintenance Agreement (“LGA OMA”), 

dated January 24, 2023, executed by and among PREPA, Genera, and the Puerto Rico Public-Private Partnerships 

Authority (“P3 Authority”), Genera is the sole operator and administrator of the Legacy Generation Assets (as defined 

in the LGA OMA) and the sole entity authorized to represent PREPA before PREB with respect to any matter related 

to the performance of any of the O&M Services provided by Genera under the LGA OMA. 
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Resolution and Order Dated July 18, 2023 (“September 15th Motion”), which included its revised 

Fuel Optimization Plan (“Fuel Optimization Plan”). This Fuel Optimization Plan approved by the 

P3 Authority, was submitted for the approval of the Energy Bureau. The Fuel Optimization Plan 

outlines the Fuel Cost Savings Initiatives and expected methods for achieving estimated fuel 

savings during the LGA OMA term. 

3. On October 19, 2023, the Energy Bureau issued a Resolution and Order titled 

Requirement of Information to GENERA – Evaluation of Genera Fuel Optimization Plan 

(“October 19th Order). Regarding the analysis of the Fuel Optimization Plan, the Energy Bureau 

noted in the October 19th Order that:  

“The Energy Bureau's expectation of the Fuel Optimization Plan is that it 

describes each and all specific initiatives that Genera, in the exercise of its 

expertise, created, as well as the method and expected savings for the 

purchase of fuel. Consistent with the [LGA OMA], any savings related to 

Federal programs or market conditions are not savings used to trigger or 

calculate the incentive payment.” 

 

4. In the October 19th Order, the Energy Bureau further discussed its analysis of 

Genera’s Fuel Optimization Plan, stating that “[t]o ascertain the prudency of the Fuel Optimization 

Plan as it related to the LGA OMA, the requirements listed in the July 18th Order, and applicable 

laws and regulation of the Government of Puerto Rico, the Energy Bureau determines that 

supporting material is needed to allow the Energy Bureau to fully assess Genera’s Fuel 

Optimization Plan”. Consequently, the Energy Bureau ordered Genera to respond, on or before 

October 27, 2023, at 12:00 PM, to the Requirements of Information ("ROI") outlined in 

Attachment A to the October 19th Order. 

5. On October 26, 2023, Genera filed a Motion titled Motion Requesting Extension of 

Time to Comply with the October 19 Order, through which Genera informed the Energy Bureau 

that due to the complexity and the amount of required information on the October 19th Order, 
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Genera required an additional two-week extension, until November 10, 2023, to respond to the 

ROI. The Energy Bureau, through a Resolution and Order issued on October 31, 2023 (“October 

31st Resolution”), granted Genera’s request for extension and ordered Genera to respond by 

November 10, 2023, at 12:00 PM, to the ROI as detailed in Attachment A of the October 19th Order. 

6. On November 9, 2023, Genera filed a document titled Urgent Request for Extension 

of Time to Submit Partial Response in Compliance with Resolution and Order Dated October 19, 

2023 (“November 9th Request for Extension”). Through this Request, Genera informed the Energy 

Bureau that, while it has been diligently working to produce the response for all the ROI and 

questions under the initiatives outlined in Attachment A of the October 19th Order, it requires, and 

is thus urgently requesting, an extension of time, until November 16, 2023, to provide the response 

pertaining to the ROI items under Initiative 8: Fuel Efficiency Projects. 

7. In light of the above, Genera, in compliance with the October 19th Order and the 

October 31st Resolution, and in accordance with the November 9th Request for Extension, hereby 

submits its response to the ROI detailed in Attachment A of the October 19th Order as Exhibit A to 

this motion, excluding the pending ROI response for Initiative 8: Fuel Efficiency Projects. 

WHEREFORE, Genera respectfully requests that the Energy Bureau take notice of the 

above for all purposes and deem Genera to be in partial compliance with the October 19th Order 

as it pertains to the ROI, the response to which is included herein as Exhibit A. 

RESPECTFULLY SUBMITTED. 

In San Juan, Puerto Rico, this 10th day of November 2023. 

ECIJA SBGB 

PO Box 363068 

San Juan, Puerto Rico 00920 

Tel. (787) 300.3200 

Fax (787) 300.3208 
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/s/ Jorge Fernández-Reboredo 

Jorge Fernández-Reboredo 

jfr@sbgblaw.com  

TSPR 9,669 

 

/s/ Alejandro López-Rodríguez 

Alejandro López-Rodríguez 

alopez@sbgblaw.com 

TSPR 22,996 

 

/s/ Joaquín M. Lago González 

Joaquín M. Lago González 

jlago@sbgblaw.com 

TSPR 20,678 

mailto:jfr@sbgblaw.com
mailto:alopezr@ecija.com
mailto:jlago@sbgblaw.com
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CERTIFICATE OF SERVICE 

 

We hereby certify that a true and accurate copy of this motion was filed with the Office of 

the Clerk of the Energy Bureau using its Electronic Filing System. 

In San Juan, Puerto Rico, this 10th day of November 2023 

      

  /s/ Alejandro López Rodríguez 

Alejandro López Rodríguez 
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GPR – PREB ORDER– 10.19.2023 
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Docket Number: NEPR-MI-2021-0004 
In Re: Review of LUMA’s Initial Budgets 
Re: Response in Compliance with the October 19, 2023, Order regarding the Fuel 
Optimization Plan 
 

Order: 
 
General 

GPR – PREB ORDER – 10.19.2023 #1 

 

1. Using FY2023 data, provide a sample Fuel Optimization Report, pursuant to 
Annex II, Section III (B)(6) of the OMA. 

a. Please provide a worksheet showing how the Actual Fuel Savings and 
Fuel Optimization Payment will be calculated. 

Response: Please refer to document titled “GPR – PREB ORDER – 10.19.2023 #1 & 
#3”. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 2 

 

 

 

GPR – PREB ORDER – 10.19.2023 #2 
 
2. Provide the current Fuel Budget with all supporting documentation. 

Response: Please refer to document titled GPR – PREB ORDER – 10.19.2023 #2.  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 3 

 

 

 

GPR – PREB ORDER – 10.19.2023 #3 
 
3. Referencing the table titled Genera PR Fuel Optimization Plan 

Acquisition/Optimization and Efficiency Initiatives. Please provide the 
worksheets, reports, and other reference materials used to calculate the 
estimated savings for all initiatives. 

Response: Please refer to GPR – PREB ORDER – 10.19.2023 #1 & #3. 

 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 4 

 

 

 

Initiative 1: Reduce the Fixed Premium for USLD 

GPR – PREB ORDER – 10.19.2023 #4(a) 

 
4. The Fuel Optimization Plan (FOP) states diesel fuel is used as a backup fuel 

at the Aguirre, San Juan, Palo Seco, and Costa Sur steam plants, and as a 
primary fuel at all emergency generators. The plan also states that prior to 
the Fall 2022 State Implementation Plan (SIP) that PREPA filed with the U.S. 
Environmental Protection Agency (EPA), PREPA was using a combination of 
high sulfur and low sulfur content diesel fuel. The FOP states that prior to the 
Fall 2022 SIP, Palo Seco was the only steam plant utilizing Ultra-Low Sulfur 
Diesel (ULSD), and that with the SIP all the steam plants were transitioned to 
ULSD. The FOP further states that with expedited renegotiations of the fuel 
supply contract with Novum Energy Trading to supply ULSD at all the plants, 
the ULSD fixed price premium increased by $3.00/bbl, for the fuel contract 
which had an original expiration of date of November 2022, but which was 
extended through November 2023. 

a. What was the ULSD fixed price premium stated in the Novum Energy 
Trading fuel supply agreement prior to the renegotiation, for ULSD 
supplied to Palo Seco and/or any other plant? 

Response: In the Novum Energy Trading fuel supply agreement prior to 
renegotiation, the ULSD fixed price premium for ULSD supplied to Palo Seco 
and/or any other plant was $7.70 for barge deliveries and $9.90 for truck 
deliveries. It's important to note that these prices were contingent upon the 
diesel quality specified in the document titled “GPR – PREB ORDER – 10.19.2023 
#4(d)”. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 5 

 

 

 

GPR – PREB ORDER – 10.19.2023 #4(b) 

b. What was the ULSD fixed price premium stated in the Novum Energy 
Trading fuel supply agreement after the renegotiation? 

Response: After renegotiation, the ULSD fixed price premium stated in the Novum 
Energy Trading fuel supply agreement was $10.60 per barrel for both barge and 
truck deliveries. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 6 

 

 

 

GPR – PREB ORDER – 10.19.2023 #4(c) 

 

c. What was the fixed price premium stated in the Novum Energy Trading 
fuel supply agreement prior to the renegotiation, for higher sulfur 
content diesel fuel supplied to any power plant in Puerto Rico? 
 

Response: Please refer to answer GPR – PREB ORDER – 10.19.2023 #4(a). 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 7 

 

 

 

GPR – PREB ORDER – 10.19.2023 #4(d) 

 

d. What is the sulfur content of ULSD, and what was the sulfur content of 
other diesel fuels delivered to PREPA prior to the Fall 2022 SIP? 

Response: Please refer GPR – PREB ORDER – 10.19.2023 #4(d).  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 8 

 

 

 

GPR – PREB ORDER – 10.19.2023 #4(e) 

 

e. In Genera's view, was the increase in the ULSD fixed price premium by 
$3.00/bbl, due to the "expedited negotiations", or does ULSD carry a 
higher pricing premium than lower sulfur diesel fuels? 

Response: The increases in the ULSD fixed price premium by $3.00/bbl is due to 
the fact that ULSD carries a higher pricing premium compared to higher sulfur 
diesel fuels.  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 9 

 

 

 

GPR – PREB ORDER – 10.19.2023 #4(f) 

 

f. Please provide any historical data in Genera’s possession listing both 
market hub pricing and delivered to PREPA pricing for ULSD and for 
other sulfur content diesel fuels.  

Response: Please refer to file GPR – PREB ORDER – 10.19.2023 #4(f).  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 10 

 

 

 

GPR – PREB ORDER – 10.19.2023 #5 

 

5. If the increased Fixed Price Premium for USLSD occurred as a result of 
expedited negotiations with a single fuel supplier, due to changes in the fuel 
quality requirements arising from the Fall 2022 SIP, please explain why 
Genera believes that is an appropriate pricing level to serve as the baseline 
future fuel cost savings resulting from a negotiated FY2024 (and beyond) 
fuel supply agreement for ULSD?   

Response: Please refer to answer GPR-PREB ORDER- 10.19.2023 #4(e). This was not 
due to expedited negotiations; it is due to quality differences only (ULSD vs. High 
Sulfur). 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 11 

 

 

 

GPR – PREB ORDER – 10.19.2023 #6 

 

6. What other market mechanisms or pricing indices are available additional 
or alternative benchmarks to use in setting baseline ULSD fuel costs in Puerto 
Rico? 

Response: An alternative benchmark for setting baseline ULSD fuel cost in Puerto 
Rico is the NYMEX Heating Oil Contract. Additionally, in Puerto Rico, other 
wholesale fuel markets, particularly those related to transportation demand for 
ULSD, often rely on pricing based on the NYMEX HO. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 12 

 

 

 

GPR – PREB ORDER – 10.19.2023 #7 

 

7. Please explain the basis for Genera's estimated ULSD fixed price premium of 
$7.75/bbl for the FY2024 fuel supply agreement currently under negotiation. 
Please provide background information and data used to support that 
estimate. 

Response: Based on Puma’s offered price in most current RFP for ULSD that was 
awarded. – Please refer to GPR – PREB ORDER – 10.19.2023 #7. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 13 

 

 

 

GPR – PREB ORDER – 10.19.2023 #8 

8. What is the definition of the ULSD fixed premium currently negotiated for the 
current fiscal year 2023? Is the fixed premium definition for the new expected 
negotiated number for FY2024 the same as the current fiscal year 2023? 

Response: The ULSD fixed premium for FY2023 and FY2024 are not explicitly 
defined in the RFPs. PREPA purchase price is composed of two factors: the 
escalator (ULSD posting reference) and a fixed premium. The fixed premium 
represents the supplier’s costs associated with delivering the fuel to Puerto Rico, 
meeting the specified quality and quantities required in the contract. 

 

GPR – PREB ORDER – 10.19.2023 #8(a) 

 

a. From the provided definition(s), what items are fixed and what items 
are variable related to contracted volume purchase. 

Response: The “premium / adder” is fixed, and the escalator is variable.  The 
escalator is based upon an Argus and Platts posting reference; the full ULSD 
escalator is defined below.   For avoidance of doubt, there is no variable factor 
based on volume in the fixed premium / adder. 

i. Fifty percent (50%) of ULSD fuel from the average of quotations for the 
“New York (Barge) ULSD” and “US Gulf Coast (Waterborne) ULSD” as 
published by the Platt’s Oilgram Price Report; rounded to four (4) 
decimal places; plus 

ii. Fifty percent (50%) of ULSD fuel from the average of quotations for the 
“New York Waterborne ULSD” and “US Gulf Coast Waterborne ULSD62” 
as published by the Argus US Products rounded to four (4) decimal 
places. 

  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 14 

 

 

 

 

GPR – PREB ORDER – 10.19.2023 #9 

 
9. Palo Seco was the only plant requiring ULSD before the 2022 SIP. Provide the 

historical consumption of ULSD for each plant for the prior year before the 
SIP, 2022, 2023, and the projected forecast for 2024. Specify the timeframe of 
each contractual term/year. 

Response:  Please refer to document titled GPR – PREB ORDER – 10.19.2023 #9. 

The timeframe of each contractual term/year is the following:  

- Puma ended November 17, 2021,  
- Novum started November 17, 2021, and ended November 17, 2023.   



GPR – PREB ORDER– 10.19.2023 
P a g e  | 15 

 

 

 

GPR – PREB ORDER – 10.19.2023 #10 

 
10. Does Genera expect to receive Fuel Optimization Payment regarding this 

Initiative for the first year of implementation of the initiative, for a limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented? 

Response: Genera anticipates receiving a payment for this initiative for the life 
of the Genera contract once implemented. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 16 

 

 

 

Initiative 2: Fuel Reliability Enhancements For ULSD 

 

GPR – PREB ORDER – 10.19.2023 #11(a) 

 

11. Regarding the savings estimate: 
a. Are the estimated savings for FY2024 of $6.2 million based only on the 

diesel contract renegotiation in November 2023? 

Response: Yes, there are estimated savings for FY2024 of $6.2 million based only 
on the diesel contract renegotiation in November 2023.  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 17 

 

 

 

GPR – PREB ORDER – 10.19.2023 #11(b) 

 

b. Otherwise, are the estimated savings for FY2024 of $6.2 million based 
on the current power plants' lack of additional diesel storage? 

i. If the response to (b) is no, how much additional storage 
capacity does Genera need to avoid the need for a second 
barge of 50,000 barrels? Would Genera provide this working 
capacity through its own assets/fuel storage, or would the fuel 
supplier provide this working capacity? 

ii. If the response to b is yes, what are the risks of the lack of 
additional diesel storage in the power plants? 

Response: No, the estimated savings of $6.2 million for FY2024 are not due to the 
current limited additional diesel storage capacity. In the FY2024 ULSD contract 
negotiation, Genera secured an agreement with the supplier to provide 
additional working capacity. This involves a minimum stock reserve of 100,000 
barrels at their storage location in Puerto Rico, with the option for Genera to 
increase it to 150,000 barrels upon request. Therefore, the cost of the second 
(additional) barge is no longer required. The estimated cost of the second 
barge is $6.2 million a year.  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 18 

 

 

 

GPR – PREB ORDER – 10.19.2023 #11(c) 

 

c. What are the costs and timing (e.g., tanks rehabilitation and contract 
renegotiation) of the implementation measures required to achieve 
the savings of $6.2 million dollars for FY2024? 

i. Will this amount reduce the calculated savings? 

Response: There are no additional costs, and the timing is immediate.  The $6.2 
million reflects the elimination of the second barge that is in use right now for 
ULSD and being paid by PREPA.  This $6.2 million is in addition to the current fixed 
premium under the FY2023 supply contract with NOVUM (i.e., it is not reflective 
in the Novum $10.60 adder, it is an additional fee currently being paid by PREPA). 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 19 

 

 

 

GPR – PREB ORDER – 10.19.2023 #11(d) 

 

d. Would this initiative contribute to the reduction of the fixed premium? 

Response: No. This initiative does not contribute to the reduction of the fixed 
premium because this was a separate cost that was being incurred by PREPA 
during the last 12 months. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 20 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(a) 

 

12. Requests of information: 
a. Please provide the status of the November 2023 diesel negotiation 

contract and how it promotes participation and competition among 
the potential suppliers to achieve the forecast savings.  

Response: The USLSD contract has been awarded and executed with PUMA (PR 
Energy LLC). 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 21 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(b)  

 

b. What will be the effective date of the new contract to be negotiated in 
November 2023? 

Response: The contract has already been executed and will be effective by 
November 17 or sooner.  

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 22 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(c)  

 

c. If the contract negotiation for diesel supply with the proposed terms is 
not achieved, please provide the strategy alternative for the proposed 
savings for FY2024. 

Response: The contract has been executed and thus, Genera doesn’t 
understand there is a need for a back-up plan. The plan is enforcement of 
the agreements. Nevertheless, if PREB understands that there is still a need 
for a back-up plan, Genera would respectfully request more details for the 
request so that it can produce a responsive alternative.  
 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 23 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(d)  

 

d. There are currently 2 barges. What is the cost of the first barge? Will the 
requirement that the supplier use a minimum size barge (45,000-
50,000 barrels) increase the cost of the first (and only) barge needed 
for this initiative? 

Response: The supplier does not have to detail what the cost of their barge is, 
ensuring that the only barge is of 45,000 – 50,000 barrels does not increase the 
cost of the one and only barge. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 24 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(e)  

 

e. Will the estimated cost savings of $6.2 million per year by removing the 
need for the second barge have a positive impact (i.e., reduction) in 
the ULSD fixed premium? If yes, what's the amount of the contributed 
reduction to the fixed premium? 

Response: No, it will not reduce the adder. This will be a direct cost savings by 
not needing the second barge that is currently being paid by PREPA in addition 
to the current FY2023 adder.   



GPR – PREB ORDER– 10.19.2023 
P a g e  | 25 

 

 

 

GPR – PREB ORDER – 10.19.2023 #12(f)  

 

f. Will this initiative of increasing the minimum stock reserve of an 
additional 50,000 barrels for the relevant plants (or implementation of 
it) have a one time (or other) adverse impact to the monthly deposits 
into the Genco Fuel Account? 

i. If the answer is yes, what's the cost to increase the reserve 
stocks? Has this increase been budgeted? 

Response: This initiative of increasing the minimum stock reserve of an 
additional 50,000 barrels for the relevant plants (or implementation of it) will not 
have a one time (or other) adverse impact to the monthly deposits into the 
Genco Fuel Account. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 26 

 

 

 

GPR – PREB ORDER – 10.19.2023 #13 

 

13. Does Genera expect to receive Fuel Optimization Payment regarding this 
Initiative for the first year of implementation of the initiative, for a limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented? 

Response: Genera expects to receive Fuel Optimization Payment regarding this 
initiative for the first year only upon implementation of the initiative.  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 27 

 

 

 

Initiative 3: Change of Fuel Oil Escalator and Reduction of Fuel Oil Adder 

 

GPR – PREB ORDER – 10.19.2023 #14 

 

14. Has Genera considered diversifying the current fuel oil price reference to a 
more stable global fuel price to stabilize the escalator and reduce the 
adder? If yes, what alternate fuels have Genera considered? 

Response: Yes, Genera has considered alternative pricing references such as: 

- Platts Gulf Coast 0.5% 
- Argus gulf coast fuel oil 0.5% 
- Brent Crude oil future contract  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 28 

 

 

 

GPR – PREB ORDER – 10.19.2023 #15 

 
15. What are the factors that contribute to changes in value of adder and 

adder? Are these factors linked to commodity prices or commodity price 
volatility? 

Response: Factors include cost of logistics assets (storage on and off island, 
vessel and barges) / cost of insurance / risk premium / demurrage costs / port 
fees / margin / general inflation and supplier’s cost of capital.  Yes, these factors 
are somewhat correlated to both commodity price and commodity volatility, 
these factors tend to increase with commodity prices and volatility go up, but 
not necessarily 100% correlated. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 29 

 

 

 

GPR – PREB ORDER – 10.19.2023 #16 

 

16. Did Genera consider other fuel oil price indexes prior to selecting Brent Crude 
oil as a new crude oil escalator? 

Response: Genera requested that potential suppliers provide alternative price 
indexes (escalators) in their bid submissions. Only one bidder provided an 
optional price index, and that index was Brent Crude Oil. While we did consider 
other options, we wanted the market to tell us their preference. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 30 

 

 

 

GPR – PREB ORDER – 10.19.2023 #16(a) 

 

a. Please provide the analysis supporting the conclusion that Brent Crude 
is the better choice for escalator. Include supporting documentation. 

Response: Genera only received one offer basis Brent Crude Oil as an option, 
but the Project Committee found it to be less favorable compared to the offer 
based on Platts .5%, as indicated in the supporting documents titled “GPR – PREB 
ORDER – 10.19.2023 #16(a) & #20”  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 31 

 

 

 

GPR – PREB ORDER – 10.19.2023 #17 

 

17. Are the projected savings from different years after FY2024 calculated 
against FY2023 or against the previous year? That is, will the savings in FY26 
be calculated relative to FY25 or to FY23? 

Response: Future year savings will be based upon previous year.  For example, 
FY2026 will be compared to FY2025.   



GPR – PREB ORDER– 10.19.2023 
P a g e  | 32 

 

 

 

GPR – PREB ORDER – 10.19.2023 #18 

 
18.  Regarding subsection (E) Implementation Timeline, what price values from 

the awarded supplier (based on Brent & Platts references) will decide if 
Genera switches from one reference to the other in the FY 2024 or FY 2025 
RFP? 

Response: This will depend upon market conditions at the time of the award 
decision.  We will evaluate both historical and future market prices for each 
escalator + adder to determine the best pricing option to use at that time. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 33 

 

 

 

GPR – PREB ORDER – 10.19.2023 #19 

 

19. Does Genera expect to receive Fuel Optimization Payment regarding this 
Initiative for the first year of implementation of the initiative, for a limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented?  

Response: Genera expects to receive annual payments for the implementation 
of this initiative. However, in FY2024, there will be no reduction in the fuel oil adder, 
as the awarded supplier’s adder is higher than what was in place in FY2023. 
Additionally, no adjustments have been made to the fuel oil escalator in FY2024, 
indicating no change in this regard.  



GPR – PREB ORDER– 10.19.2023 
P a g e  | 34 

 

 

 

GPR – PREB ORDER – 10.19.2023 #20 

 
20.  Using the example provided in Page 20-21 of the FOP, use FY2023 data and 

Genera's knowledge of historical supplier reported escalators + adder for the 
two postings referenced in the Initiative for the FY to provide an example of 
how the Fuel Optimization calculations will look like for the basis or the Fuel 
Optimization Report as determined in section d. on page 21. 

Response: Please refer to attached document titled GPR – PREB ORDER – 
10.19.2023 #16(a) & #20. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 35 

 

 

 

Initiative 4: Additional ULSD On-Site Reserve Capacity 

 

GPR – PREB ORDER – 10.19.2023 #21 

 

21. Would discontinuing the delivery of diesel via truck at the Cambalache Plant 
represent a reduction in availability at this generating plant? What measures 
will Genera take to maintain a reserve in its generating fleet with the capacity 
to cover the energy demand in this scenario? 

Response: Yes. The only way to compensate for potential weather delay 
impacts on the marine delivery schedule, is to build or rehabilitate existing 
tankage so we can store more fuel on site. Genera is not planning on 
discontinuing truck deliveries. 

 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 36 

 

 

 

GPR – PREB ORDER – 10.19.2023 #22 

 

22. What will be the optimum storage capacity for ULSD to guarantee reliable 
operation in all plants? 

Response: The optimum storage capacity for ULSD to guarantee reliable 
operation in all plants is 30 days.  

 



GPR – PREB ORDER– 10.19.2023 
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23. What needs to be done to return Tank D-2 to service? What is the estimated 
cost? Will this cost be netted out of calculated savings? If not, why not? 

Response: Genera is finalizing cost and scope estimates. In addition, this project 
may be included as part of a future refurbishment of Cambalache unit #1, 
approved.  

In any event, if capital costs would be paid from Genera’s capital improvement 
budget (still determined if federally or non-federally funded). If its non-federally 
funded, costs would be netted from the savings. 
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GPR – PREB ORDER – 10.19.2023 #24 

 

24. This initiative's implementation timeline is from the second half of FY2024 
(December 2023) to the start of FY2025 (July 2024). Will the savings from this 
initiative be applied in FY2024. 

Response: At this time, Genera believes this initiative will be delayed until FY2025 
or later. 
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25. What will be the funding sources for rehabilitating the Cambalache's D-2 
tank and Palo Seco R-2 tank, and any other tank if applicable for FY2024? 

Response: At this time, it is unclear where funds for Cambalache’s tank work will 
come from, Genera anticipates that funds will come from future budgetary 
cycles.  Palo Seco’s R-2 maintenance tank work is currently being funded from 
FY2024 budget but the dollars to convert and retrofit the tank for ULSD service 
(from FO service) will have to come from future budgetary cycles. 
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GPR – PREB ORDER – 10.19.2023 #26 

 

26. Does Genera expect to receive Fuel Optimization Payment regarding this 
Initiative for the first year of implementation of the initiative, or for a limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented? 

Response: Once budgeted dollars have been approved and allocated to the 
specific project and the project is completed, Genera would expect to receive 
payment for that specific year only. 
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27. Requests of information: 
a. What is the 90% fill level ULSD storage capacity in barrels of Palo Seco's 

Reserve Tank #2 (R-2) and Cambalache's Service Tank# 2 (D-2)? 

Response: D2 at Cambalache is 90% is 83,918.7 / working capacity is 82,826 
barrels and Palo Seco’s R2 (don’t see an R2 but a D-2) 90% is 12,960.81 / working 
capacity is 12,385.9 barrels. 
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GPR – PREB ORDER – 10.19.2023 #27(b) 

 

b. Please provide Palo Seco's Reserve Tank #2 (R-2) and Cambalache's 
Service Tank# 2 (D-2) rehabilitation schedules. 

Response: Those schedules have not been completed at this time. 
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GPR – PREB ORDER – 10.19.2023 #27(c) 

 

c. Please provide the service return estimated date for Palo Seco Reserve 
Tank #2 (R-2) and Cambalache Service Tank# 2 (D-2). 

Response: Those dates have not been defined at this time. 
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d. What will be the estimated capital investment for Palo Seco's Reserve 
Tank #2 (R-2) and Cambalache's D-2 tank? 

Response: Genera is still waiting for final estimates. 
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GPR – PREB ORDER – 10.19.2023 #27(e) 

e. How would the “additional delivery cost (over barge delivery)” be 
calculated? In the example on page 22 it was presented as $1.00/bbl. 

Response: The contract with   Puma for FY2024 has all truck delivered barrels at 
a $1.00 per barrel more than marine barrels. 
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Initiative 5: Spot Purchase Option for Fuel Oil and ULSD 

GPR – PREB ORDER – 10.19.2023 #28 

 

28. Are there any additional costs associated with bringing on new suppliers in 
exercising the 25% spot volume clause outside of the per unit basis? Will there 
be any fees or penalties associated with exercising the spot volume clause? 

a. If so, are those costs incorporated in the cost savings per unit analysis? 

Response: There are no fees or penalties associated with exercising the spot 
volume clause. 
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29. Does Genera expect to receive Fuel Optimization Payment regarding this 
Initiative for the first year of implementation of the initiative, for limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented?  

Response: Genera expects that there will be a payment every year that this 
initiative is implemented successfully.  
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Initiative 6: Price Risk Management 

GPR – PREB ORDER – 10.19.2023 #30 

 

30. How far out does Genera's fuel budget forecast go? 

Response: June 2024.  
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31. Does Genera modify the budget within the fiscal year based on future price 
movements? 

Response: Genera does not modify the budget within the fiscal year based on 
future price movements.  
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32. How does Genera include actual hedges in the budgetary process? 

Response: The process has not been developed yet. Also, the fuel budget is 
prepared by the T&D System Operator.  
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33. Is the 25% spot volume that is allowable to purchase with other suppliers in 
addition to or separate from the 30% volume that can be secured on forward 
contracting? 

Response: The spot volume purchase initiative will be separate from any price 
risk management program. 
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34. What percentage of the allowable 30% volume does Genera intend to cover 
during the budgetary process? How is the volume hedged determined? 

Response: At this time, Genera has not developed a policy or framework that 
determines how Genera would price risk manage future fuel purchases during 
the budgetary process. 
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35.  Based on a 30% hedge volume target, how does Genera execute the 
hedges - all 30% at once, scaled in, etc.? 

Response: At this time, Genera has not developed a policy or framework that 
determines how Genera would execute any price risk programs during a 
budgetary process. 
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36. Why would Genera consider there to be savings if the hedges executed 
below budget end up being higher than the actual final settlement price? 

Response: In the example described above Genera would only expect for 
savings to be considered if the executed hedges end up being below the 
budgetary numbers, net of any transaction costs. 
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37. Would Genera consider there to be savings if the hedges executed via the 
Timestrategy end up being lower than the actual final settlement price? 

Response: No. Genera does not consider that there will be savings if the hedges 
executed via the Time-strategy end up being lower than the actual final 
settlement price.  
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GPR – PREB ORDER – 10.19.2023 #38(a) 

 

38.  For the increased estimated savings associated with price risk 
management in further out Fiscal Years, are the estimated value increases 
tied to: 

a. Higher usage volumes projected? 

Response: No. 



GPR – PREB ORDER– 10.19.2023 
P a g e  | 57 

 

 

 

GPR – PREB ORDER – 10.19.2023 #38(b) 

 

b. A higher allowable hedge percentage (increased cap of what level is 
envisioned)? 

Response: Partial. 
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c. An increase in price savings per unit? 

Response: Partial.  
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39. The SWAPS section seems to describe call option strategies that can be 
traded on both the Futures and Swaps market. Can you clarify that this 
section refers to options strategies and not OTC Swaps as a whole? 

Response: This question primarily deals with options strategies. If Genera 
exercises options, it will be through a futures exchange like CME or NYMEX. 
Conversely, if Genera exercises SWAP, it will most likely involve OTC transactions 
with specific counterparties. 
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40.  Futures Contracts - as a clarification the Fixed Price section refers to 
futures as the only avenue to fix pricing although the Swaps market can also 
be a tool to fix prices physically or financially. 

Response: Correct both futures and Swaps can fix a price.  
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41. Are transaction related fees associated with utilizing swaps, options etc. 
incorporated in the hedge price component to calculate cost savings? 

Response: Yes, transaction fees will be used when baseline numbers for cost 
savings.  
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42.  In the storage arbitrage savings program, how far out would Genera 
accelerate or delay purchases - 30 days, 3 months, 6 months? 

Response: Less than 30 days.  
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43.  Would this storage strategy utilize futures and/or swaps to lock in the 
differential at the time of the hedge?  

Response: No, Genera would simply defer or accelerate physical purchases 
based upon market structure (backwardation or contago).  
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Initiative 7: Payment Terms Management 

GPR – PREB ORDER – 10.19.2023 #44 

 

44.  What are the current contractual clauses that determine the financing costs 
for all the current liquid fuel supplies?  

Response: Fuel Oil contract Article VII(B).  
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GPR – PREB ORDER – 10.19.2023 #45 

 
45. What is the Benchmark that Genera will be working/striving towards to get 

fuel suppliers to provide in the contract to determine the financing costs for 
liquid fuel supplies? 

Response: Asking suppliers to provide pricing with a fixed adder for different time 
periods (payment time periods) such as 15-, 30- and 60-day payment terms. 
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46. There is a cost of capital PREPA has incurred due to the Debt Restructuring 
Process. Once PREPA exits from Title III, there will be an expected risk reduction 
and consequently a reduction in PREPA’s Cost of Capital (i.e., financing cost). 
How would the Fuel Optimization calculations related to this Initiative 
excluded the expected effective reduction in financing costs due to PREPA’s 
exit from Title III.   

Response: Regardless of the cost of capital for PREPA today and in the future, 
this initiative pursues any potential savings between the suppliers cost of 
capital and PREPA’s cost of capital.   
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47. Provide the most recent analysis that shows the annualized financing costs 
for this credit (the current credit terms)? 

Response: Using the awarded fuel oil contract from FY2024 supplier Novum 
Energy, the 60-day payment terms were $4.30 per barrel, the 30-day payment 
terms were $2.88 per barrel.  When using $95 per barrel those different payment 
terms imply an estimated ~18% annualized financing cost. 
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48.  Provide the latest sample invoice that includes all supporting 
documentation for the financing charge. 

Response: This would not be applicable since the financing charge is 
embedded within the supplier’s fixed adder and not a sperate line item on any 
fuels invoice. 
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GPR – PREB ORDER – 10.19.2023 #49 

 

49.  Using the example provided in Page 33 of the FOP, use FY 2023 data, and 
provide an example of how the Fuel Optimization calculations will look like for 
the basis or the Fuel Optimization Report. The example should be as close as 
feasibly possible to how it would look like for Contract Year 1 of the Fuel 
Optimization Report. 

Response: Please refer to attached document titled GPR – PREB ORDER – 
10.19.2023 #49. This file takes FY2023 historical volumetric information and 
FY2023 historical Platts monthly fuel oil average prices combined with the now 
current Novum fuel oil supplier Novum’s 60-day and 30-day pricing information. 
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50. Will this initiative (or implementation of it) have a one-time (or other) 
adverse impact to the monthly deposits into the Genco Fuel Account? 

Response: There is most likely a one-time adverse impact on the first month as 
additional funds will be required to transition from a 60 day payment terms to 
30 day payment term. 
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GPR – PREB ORDER – 10.19.2023 #51 

 

51. Are there any Implementation or on-going administrative cost that will be 
associated with the Implementation of new payment terms and the 
management of the secondary 3rd party financing options? 

Response: If the third-party financing option carries any costs, it will be reflected 
in the cost of using that 3rd party capital and thus deducted from the resulting 
cost savings. 
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GPR – PREB ORDER – 10.19.2023 #52 

 

52.  Does Genera expect to receive Fuel Optimization Payment regarding this 
Initiative for the first year of implementation of the initiative, for a limited 
number of years after implementation of the Initiative, or for the life of the 
Genera contract once implemented? 

Response: Each year in which this initiative is successfully implemented.  
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GPR – PREB ORDER – 10.19.2023 #53(a) 

 

53.  On page 32, under part b, Approach/ Strategies, is the following sentence: 
"Financing term improvements could be at Operator's capital 
improvements." 

a. Could you please further explain this statement? 

Response: The initiative was potentially using Genera’s balance sheet at some 
point. Unfortunately, we do not believe this is a realistic opportunity at this  
moment and time but we will continue to evaluate it in the future. 
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b. Who is the mentioned operator in the sentence: Luma, PREPA, or 
Genera? 

Response: Genera 
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c. Is the operator's capital improvement mentioned
 considered in the operational budget (liquidity)? 

Response: No. Genera’s budget is limited to the operation and maintenance of 
the system and the only amounts that are deposited in Genera’s accounts to 
operate are for those purposes, as approved in the yearly budgets. 
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GPR – PREB ORDER – 10.19.2023 #53(d) 

 

d. How is this going to be achieved? 

Response:  Please refer to answer GPR – PREB ORDER – 10.19.2023 #53(a).
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GPR – PREB ORDER – 10.19.2023 #54 

 

54.  Please provide a detailed written plan about projected cost savings for 
long range/upcoming years after 2025, based on the mentioned strategies 
or specific additional methodologies for implementation. 

Response: Each year Genera will request in the RFPs for the market to present to 
Genera different payment terms based on at least a 15-, 30- and 60-day 
structure.  One of the possibilities is that Genera will request the market to give 
a daily payment term rate with the option to pay an invoice on any payment 
term up to a 60-day timing.   
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Exhibit A

PARAMETER

SAMPLING

GRAVITY, API DEGREE AT 60F

VISCOSITY, KINEMATIC CIS AT 100F

NO.2 FUEL OIL SPECIFICATIONS

ASTM METHOD CAMBALACHE SAN SUAN CC

MIN - MAX MIN - MAX

0-4057
D-287, D-4052 30.0 - 42.0 30.0 - 42.0
D-445, 02151 2.3 -5.8 2.3 -5.8

MAyAGU EZ

MIN - MAX

30.0-42.0
2.3 -5.8

ALL OTHER UNITS

MIN -MAX

30.0 - 42.0
2.3 -5.8

WATER & SEDIMENT, % VOLUME D-473 MAX 0.1 MAX 0.1 MAX 0.1 MAX 0.1
FLASH POINT, DEGREE F, PMCT D-93 MIN 125 MIN 125 MIN 125 MIN 125
SULFUR, % WEIGHT 0-4294 MAX 0.15 MAX 0.050 MAX 0.09 MAX 0.50
ASH, % WEIGHT D-482 MAX 0.005 MAX 0.005 MAX 0.005 MAX 0.005
POUR POINT, DEGREE F D-97 MAX 15 MAX 15 MAX 15 MAX 15

SODIUM t POTASSIUM, PPM D-5863 MAX 0.5 MAX 0.5 MAX 0.5. MAX 0.5
VANADIUM, PPM 0-3605, D-5863 MAX 05 MAX 0.5 MAX 0.5 MAX 0.5
CALCIUM, PPM D-5863 MAX 0.2 MAX 0.2 MAX 0.2. MAX 0.2
HEATING VALUE, BTUJLB (GROSS) AT 60F ' 0-240 MIN 18,600 MIN 18,600 MIN 18,600 * MIN 18,600'
DISTILLATION TEMP 90% POINT F D-86 MAX 650 MAX 55.0 MAX 650. MAX 650

CARBON RESIDUE WT. % (10% BOTTOMS) 0-524 MAX 1.0 MAX 1.0 MAX 1.0 MAX 1.0

FILTERABLE PARTICULATES MG/1.00ML D-2276 MAX 4 MAX 4 MAX 4 MAX 4

CE T ANE INDEX D-4737 40 - 56 40-56 40-56 NOT REGULATED

COLOR VISUAL UNDYED UNDYED UNDYED UN DYED

LEAD PPM D-5863 0.01-1.0 0.01-1.0 0.01- 's.0 0.01-1.0
FUEL BOUND NITROGEN, % WEIGHT 0-4629 MAX 0,055 0.015 MAX 0.10 0.015

k = requirement is gross heating value, but net heating value should be also included for our operations calculations

Revised August, 2021
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Month Novum Price .5% Novum Brent Price Difference Difference

Sep-23 $105.00 $104.26 (2.700)$      Brent is Cheaper

Oct-23 $102.60 $103.66 1.063$         .5% is Cheaper

Nov-23 $100.95 $102.94 1.993$        .5% is Cheaper

Dec-23 $99.85 $102.20 2.353$        .5% is Cheaper

Jan-24 $99.68 $101.47 1.786$         .5% is Cheaper

Feb-24 $98.88 $100.79 1.906$        .5% is Cheaper

Mar-24 $98.18 $100.15 1.966$        .5% is Cheaper

Apr-24 $97.58 $99.56 1.976$         .5% is Cheaper

May-24 $96.98 $98.99 2.006$       .5% is Cheaper

Jun-24 $96.38 $98.44 2.056$       .5% is Cheaper

Jul-24 $95.83 $97.92 2.086$       .5% is Cheaper

Aug-24 $95.28 $97.43 2.146$        .5% is Cheaper

Sep-24 $94.73 $96.96 2.226$        .5% is Cheaper

Oct-24 $94.18 $96.49 2.306$        .5% is Cheaper

Nov-24 $93.63 $96.03 2.396$       .5% is Cheaper

Dec-24 $93.08 $95.61 2.526$        .5% is Cheaper

Jan-25 $92.68 $95.20 2.516$         .5% is Cheaper

Feb-25 $92.38 $94.80 2.416$        .5% is Cheaper

Mar-25 $92.08 $94.41 2.326$        .5% is Cheaper

Apr-25 $91.78 $94.01 2.226$        .5% is Cheaper

May-25 $91.48 $93.61 2.126$         .5% is Cheaper

Jun-25 $91.18 $93.24 2.056$       .5% is Cheaper

Jul-25 $90.88 $92.89 2.006$       .5% is Cheaper

Aug-25 $90.58 $92.57 1.986$        .5% is Cheaper

Sep-25 $90.28 $92.24 1.956$        .5% is Cheaper

Oct-25 $89.98 $91.91 1.926$        .5% is Cheaper

Flat Price and Forward Curve on 09.11.2023
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