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TO THE PUERTO RICO ENERGY BUREAU:

COME NOW LUMA Energy ServCo, LLC and LUMA Energy, LLC (collectively
“LUMA”) through their undersigned legal representatives and respectfully submit and request the
following:

l. Introduction

On July 5, 2024 (“July 5" Order”) the Honorable Puerto Rico Energy Bureau of the Public
Service Regulatory Board (“Energy Bureau™) issued a Resolution and Order regarding the request
for extension submitted by LUMA, on June 28, 2024, to submit an aggressive preliminary plan of
improvements to the electric system to “mitigate recurring failures” and “eliminate weak points”
affecting the quality of electric service (“Preliminary Plan”) and to be implemented in two (2)
years, which Plan the Energy Bureau had ordered each LUMA, Genera PR, LLC (“Genera”) and
the Puerto Rico Electric Power Authority (“PREPA”) to submit within a twenty (20)-day
timeframe, that is, by July 3, 2024, in an earlier Resolution and Order of June 13, 2024 (“June 13%

Order”). In the July 5" Order, the Energy Bureau denies LUMA’s extension request, as well as

similar requests filed by Genera and PREPA on July 1, 2023, indicating that the arguments



presented by LUMA, Genera and PREPA “did not persuade” the Energy Bureau, and orders each
LUMA, PREPA and Genera to show cause, on or before July 10, 2024, why the Energy Bureau
should not impose an administrative fine of twenty-five thousand dollars ($25,000) for each day
of delay in submitting their respective Preliminary Plans.

LUMA herein submits its response to the Order to Show Cause in compliance with the July
51 Order and a Preliminary Plan in draft form in compliance with the June 13" Order.

As a threshold matter, LUMA emphasizes that producing a quality Preliminary Plan within
the twenty (20)-day timeframe provided by this Honorable Energy Bureau was not reasonably
feasible. That timeframe was insufficient for LUMA to conduct all the tasks necessary to gather,
assess and review the relevant information as well as coordinate and conduct the required
interdepartmental consultations and reviews in an iterative fashion, all of which is a pre-requisite
to develop a cohesive and complete plan that is fully validated and implementable. LUMA
explained and expanded upon these reasons in its request for extension to the Energy Bureau.

LUMA takes its responsibility to provide accurate and reliable information to the Energy
Bureau seriously. Given the relationship between the Preliminary Plan and the simultaneous
investigations related to the two recent outage events, LUMA has been hard at work in analyzing
the information currently being gathered in connection with such investigations, as such
information becomes available during the course of the investigations and using it to inform its
development of the Preliminary Plan. In doing so, LUMA’s intent is to enable the development
and submittal of a Preliminary Plan that puts the Energy Bureau in the best position possible to
assess and rely on the information provided by LUMA when issuing future determinations. These
simultaneous efforts also substantially involve the same LUMA technical personnel, personnel

who are also responsible for attending to the electric system’s day-to-day operations. Finally,



LUMA endeavored to submit its request for extension as soon as it determined it would not be
able to submit to the Energy Bureau a comprehensive Preliminary Report, which it did on June 28,
2024, five (5) days prior to the established deadline. Hence, LUMA’s request to this Honorable
Energy Bureau for an extension was reasonable, timely filed and made in good faith.

In view of the above, and the fact that the Energy Bureau denied LUMA’s request for
extension after the original deadline to submit the Preliminary Plan had elapsed, denying LUMA
an opportunity to take any action to at least submit a minimally compliant draft so as to avoid
being penalized, the Energy Bureau’s determination to deny the extension and impose a fine is
unreasonable and not supported by the record in this proceeding.

For these reasons, as further expanded upon below, LUMA respectfully contends that the
Energy Bureau should vacate the July 5" Order, considering that LUMA has shown cause on why
the imposition of a fine is not warranted. In addition, LUMA respectfully requests that the Energy
Bureau accept the draft Preliminary Plan submitted with this Motion in compliance with the June
13" Order, with the acknowledgement that it is preliminary and in draft form and will be further
refined within the next days to complete its validation and ensure this honorable Energy Bureau
has the benefit of reviewing and submitting for public expression a quality and implementable
Preliminary Plan.

1. Background and Procedural History

1. On June 13, 2024, Energy Bureau issued a Resolution and Order (“June 13™
Order”) containing orders addressed to LUMA, Genera and PREPA.

2. The Energy Bureau ordered LUMA, Genera and PREPA to develop an “aggressive
preliminary plan of improvements to the electric system” (“Preliminary Plan), requiring that the

Preliminary Plan include “a comprehensive analysis of the electric system ‘as is’ (as it is



currently)”; that it “detail factors such as the need to upgrade protection schemes, the need for
redundant lines and/or equipment, vegetation management, lack of reliable generation, the need
for frequency and inertia control and persistent load shedding”; that it “include an estimate
detailing the costs necessary to repair and conduct such upgrades to the electric system and identify
whether they are to be covered by federal, state or budget funds and/or the rate itself”; that it
“include a detailed timeline with specific and measurable goals (expectation of reduction in the
frequency and duration of interruptions, availability of reliable generation and reduction of forced
outages of generation unites) for the execution of the necessary repairs and implementations”; and
that it contemplate the Genera battery project approved in Case No. NEPR-MI-2021-0002, In Re:
Review of the Puerto Rico Electric Power Authority’s 10-Year Infrastructure Plan- December
2020, and LUMA’s proposed batteries concept approved in Case No. NEPR-MI-2024-0002, In
Re: LUMA'’s Accelerated Storage Addition Program. See June 13" Order on pages 1-2 (translation
ours). The Energy Bureau also required that the Preliminary Plan have an implementation period
of a maximum of two (2) years and that it prioritizes the interventions in the most critical points
of the electric system and include contingency and protection measures, in accordance with the
reliability standards of the industry, to minimize interruptions during the implementation of the
plan. See id. at page 2.

3. As for the timeframe to prepare the Preliminary Plan, in the June 13" Order the
Energy Bureau ordered LUMA, PREPA and Genera, to individually present their respective
Preliminary Plans within a term of twenty (20) days from the date of the notification of the June
13" Order (i.e., July 3, 2024). See id. The Energy Bureau also explained that, once submitted, and
after the required evaluation, the Energy Bureau would schedule a public hearing for public

expression on the plans. See id.



4, On June 14, 2024, the Energy Bureau issued a Resolution and Order (“June 14"
Order”) whereby it initiated a proceeding under Case No. NEPR-IN-2024-0002, In Re: Santa
Isable Substation Major Outage Affecting Coamo, Aibonito, and Santa Isabel, to investigate a
major outage that occurred at the Santa Isabel transmission substation on June 2, 2024 (the “Santa
Isabel Incident”) that affected customers in the municipalities of Santa Isabel, Coamo and
Aibonito, pursuant to Section 6.3 of Act 57-2014 and Regulation No. 8543! with the purpose of
determining “the causes of the [Santa Isabel Incident] and the investigative or corrective actions
taken by LUMA in relation to them”. See June 14™ Order on pages 1-2. The Energy Bureau also
ordered LUMA to submit, on or before July 1, 2024, “an Incident Report with the information
required in Attachment A” of the June 14" Order. Id. at page 2.

5. Also on June 14, 2024, the Energy Bureau issued another Resolution and Order
(“Second June 14" Order”) whereby it initiated a proceeding under Case No. NEPR-IN-2024-
0003, In Re: June 12, 2024 Large Scale Bluesky Customer Interruptions, to investigate two events
affecting the Puerto Rico electric system which occurred on June 12, 2023 (the “June 12%
Incidents”) pursuant to Section 6.3 of Act 57-2014 and Regulation No. 8543 with the purpose of
determining “the causes of [the June 12" Incidents] and the investigative or corrective actions
taken by LUMA in relation to them” and ordering LUMA to submit, on or before June 20, 2024,
“an Initial Report on the causes of [the June 12" Incidents] and actions taken so far to address and
prevent the [July 12" Incidents] from reoccurring” and to submit, on or before July 8, 2024, an
“Incident Report with the information required in Attachment A” of the June 14™ Order. See

Second June 13" Order on pages 1-2.

! Regulation on Adjudicative, Notice of Noncompliance, Rate Review, and Investigation Proceedings,
December 18, 2014 (“Regulation 8543”).



6. On June 28, 2024, LUMA filed a Request for Extension of Time to Submit
Preliminary Plan Required by the Resolution and Order of June 13, 2024. In this motion (“June
28" Motion), LUMA explained that: it had been diligently working on the preparation of the
Preliminary Plan and as of that date it had developed a preliminary working draft; that “given the
extensive scope of the plan and required details in a variety of subjects (including system analyses,
validation of identified needs for repairs and upgrades, estimated costs, implementation timelines,
and funding sources), the preparation of the plan requires significant coordination across several
LUMA departments”; that “LUMA is currently reassessing [this plan] to incorporate details about
current events, ensuring that it has the most current and comprehensive critical points of the T&D
System”; and that given “the need to evaluate contingency elements that may affect the
implementation of the plan [...] further cross-departmental reviews” were required “that were
anticipated to extend beyond the originally anticipated date to have a complete, internally verified,
version acceptable to LUMA”. See June 28" Motion on pages 2-3. For these reasons, LUMA
indicated that it needed additional time to allow LUMA to “achieve a more thorough, clear,
verified, and implementable Preliminary Plan that will more effectively address the requirements
of the June 13" Order and be better positioned for the ensuing Energy Bureau review and public
comment”. See id. at page 3. Accordingly, LUMA respectfully requested until July 19, 2024, to
submit the Preliminary Plan. See id.

7. On July 1, 2024, Genera filed a request for extension of time to submit its
Preliminary Plan until July 19, 2024. See Solicitud de Extensién de Término para Presentar Plan

Preliminar.



8. On July 2, 2024, PREPA filed a request for extension of time to submit its
Preliminary Plan until July 26, 2024. See Mocién para Solicitar Término Adicional Para Cumplir
con Resolucion y Orden del 13 de Junio de 2024.

9. On July 5, 2024, the Energy Bureau issued a Resolution and Order (that is, the July
5t Order) in which it addressed the extension requests submitted by LUMA, PREPA and Genera.
See July 5™ Order on pages 2-3. With respect to LUMA’s extension request, the Energy Bureau
indicates that LUMA “informed that it has been working on the development of its Plan and, to
date, it has developed a preliminary working draft”; that “according to LUMA, given the broad
scope of the Plan and the details required in a variety of topics (including system analyses,
validation of identified needs for repairs and upgrades, estimated costs, implementation timelines,
and funding sources), the preparation of the Plan requires significant coordination among various
LUMA departments”; that LUMA “stated that “it is reevaluating the Plan to incorporate details
about the recent events, ensuring it has the most updated and complete list of critical points in the
Transmission and Distribution System”; and that LUMA also indicated that “due to the foregoing,
and the need to evaluate the contingency elements that could affect the implementation of the plan,
the Plan will require more interdepartmental revisions that are anticipated to extend beyond the
date foreseen to have a complete, internally verified version acceptable to LUMA”. See id. at page
2.

10. In addition, the Energy Bureau indicates in the July 5 Order that the arguments
presented by LUMA, Genera and PREPA “do not persuade the Energy Bureau”; that the critical
situation experienced by consumers “requires immediate action” and that “LUMA, Genera and
PREPA use their expertise and organize their resources in an effective and efficient manner, to the

benefit of the consumer to address this matter with the urgency and immediateness that it clearly



requires” and that given the urgency, “any alleged difficulty in complying with the terms of the
[June 13" Order] should have been informed in the days immediately subsequent to the
notification” of the June 13" Order, which none of these entities did. See id. at page. 3.

11.  The Energy Bureau then denies the requests for extension submitted by LUMA,
PREPA and Genera and orders each to show cause, on or before July 10, 2024, why the Energy
Bureau should not impose an administrative fine of twenty-five thousand dollars ($25,000) for
each day of delay in submitting their respective Preliminary Plan. See id. July 5" at page 3.

I1l.  Discussion
A. Submittal of Preliminary Plan Draft

In compliance with the June 13" Order, LUMA hereby respectfully submits in Exhibit 1
the Preliminary Plan in the form of a draft, which is as responsive to the requirements of the June
13" Order as it can be at this stage. LUMA is submitting this plan at this time in attention to the
July 5 Order which denied the extension LUMA had requested in good faith by means of the June
28" Motion. Therefore, this plan is being issued in draft form and does not benefit from the various
additional layers of iterative interdepartmental reviews described in the June 28™ Motion needed
to achieve a final, accurate and implementable plan. This thorough process was proposed by
LUMA in the June 28™ Motion to ensure this Energy Bureau can conduct a thorough assessment
of the information contained in the Preliminary Plan and rely on such information when making

any future determinations.

The Preliminary Plan draft continues to undergo internal review by LUMA from a
perspective of system criticality and funding. Many of the projects identified had been previously
identified as part of the longer-term System Remediation Plan proposed in docket NEPR-MI-2020-

0019, In re: Review of the Puerto Rico Electric Power Authority’s System Remediation Plan,



which sets forth initiatives to remediate the vulnerabilities in the electric system existing prior to
LUMA commencing operations, which given the extensive nature thereof, is anticipated to take
multiple years to implement. In order to improve the alignment of priorities, LUMA is conducting
a second review of these projects to identify actions relating to critical assets that may be

accelerated or need additional funding to provide a higher level of resiliency.

In addition, LUMA is continuing to work on calculating the expected reliability benefits of
the actions proposed under the Preliminary Plan. This effort takes significant time because each of
the initiatives needs to be evaluated independently and historical trends need to be reviewed to
assess potential reliability benefits and improvements.

B. The Energy Bureau’s determination to deny the extension and impose an
administrative fine in this case is unreasonable and an abuse of discretion.

LUMA respectfully contends that the Energy Bureau’s actions in denying LUMA’s
extension and proposing the imposition of administrative penalties is unreasonable and is not
supported by the record in this case.

In our jurisdiction, given existing due process guarantees, decisions by administrative
agencies imposing fines shall not exceed statutory authorization, must be supported by substantial
evidence in the administrative record, and cannot amount to a clear abuse of discretion. See
Comisionado de Seguros v, Antilles Ins. Co., 145 DPR 226, 233-34 (1998); Assoc. Ins. Agencies,
Inc. v. Com. Seg. PR, 144 DPR 425, 439-41 (1997); See also e.g. ECP Incorporated v. Oficina del
Comisionado de Seguros, 205 DPR 268, 281 (2020) (stating the general rule that decisions by
administrative agencies should be reasonable and based on the administrative record); see also
Graciani Rodriguez v. Garage Isla Verde, 202 DPR 117, 126-27 (2019).

The determination to impose a fine entails the exercise of discretion and a concomitant
avoidance of arbitrary actions. In the context of administrative law, the Puerto Rico Supreme Court

9



has held that the exercise of discretion by an administrative agency must be rooted in
reasonableness and accordance with applicable law. See e.g., Ramirez v. Policia de PR, 158 DPR
320, 339 (2002). Discretion, in turn, has been defined as a form of reasonableness applied to
judicial discernment to reach a just conclusion. See e.g., Banco Popular de PR v. Mun. de
Aguadilla, 144 DPR 651, 657-58 (1997); Pueblo v. Ortega Santiago, 125 DPR 203, 211 (1990).

As can be noted before, LUMA’s request for an extension was timely, reasonable and
rooted in a real need to complete the various internal processes necessary for LUMA to produce a
compliant Preliminary Plan as required by this Honorable Energy Bureau. Consistent with the
June 28" Motion, LUMA reiterates that the process of gathering and assessing the information
required for the Preliminary Report is not confined to a single department within LUMA nor the
responsibility of a single individual within the organization. It involves a collaborative effort
across multiple disciplines and utility functions. This cross-functional interaction and coordination
is reflective of the complexities associated with operating and maintaining the T&D System in its
current size and condition, and of LUMA’s commitment to doing so prudently and subject to the
standards our customers deserve and expect.

Moreover, as highlighted in the June 28" Motion, LUMA’s experienced and professional
personnel responsible for developing the Preliminary Plan are also substantially responsible for
assisting in responding to numerous other orders issued by this Honorable Energy Bureau,
including the ongoing investigations of the recent outage events.? In addition to their technical

involvement in these regulatory dockets, these same personnel have day-to-day responsibilities

22 See NEPR-IN-2024-0002, In re: Santa Isabel Substation Major Outage Affecting Coamo, Aibonito and
Santa Isabel, and NERP-IN-2024-0003, In re: June 12, 2024 Large Scale Bluesky Customer Interruptions.

10



associated with the operation and maintenance of the T&D System, which cannot be reasonably

deferred or deprioritized.

In view of the above, the original deadline established by this honorable Energy Bureau to
develop, complete and submit a Preliminary Plan did not award LUMA sufficient time to complete
each of the internal steps that would otherwise be necessary for LUMA to produce a compliant
Preliminary Plan. The extension requested in the June 28" Motion was not only reasonable but
necessary to ensure that LUMA could fulfill its obligations without compromising the quality and
integrity of the information provided in the Preliminary Plan.

Rather than being reflective of a need for better resource coordination, LUMA’s extension
request is the product of a conscious allocation of resources amongst its multiple obligations,
taking into consideration the day-to-day needs of the T&D System and the time and effort
necessary for complying with this honorable Energy Bureau’s orders. Therefore, in requesting an
extension until July 19" for submitting the Preliminary Report, LUMA was putting forward a
timeline that reflected an appropriate and reasonable allocation of resources, in furtherance of
compliance of LUMA’s obligations and responsibilities.

LUMA'’s extension request was made in good faith and not with the intention of obviating
an Energy Bureau order. LUMA commenced the efforts to prepare the Preliminary Plan with the
intention of submitting it within the twenty (20) day timeframe set forth in the June 13" Order.
Notwithstanding those efforts, after undergoing the initial rounds of review, it was not until June
28M that LUMA concluded that the effort of developing a compliant Preliminary Plan resulted in
a much more complex and time consuming endeavor given the need for it to contemplate the
reliability, safety and careful execution expected. LUMA then promptly proceeded to request the

extension, five (5) days before the July 3" deadline.
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However, this honorable Energy Bureau issued its determination to deny LUMA’s
extension request on July 5, 2024, after the original deadline had expired. In doing so, the Energy
Bureau denied LUMA of a reasonable opportunity to submit a draft version of the Preliminary
Plan that would at least be minimally responsive to the Energy Bureau’s requirements and thus
would allow LUMA an opportunity to comply, even if partially, with the July 3 deadline.
Accordingly, this honorable Energy Bureau’s determination to deny LUMA’s extension request
and propose the imposition of penalties for non-compliance is unreasonable, capricious and
arbitrary and not supported by the record in this proceeding.

I11. Conclusions

For the reasons stated above, LUMA requests this honorable Energy Bureau vacate the
July 5™ Order and consider that LUMA has shown cause on why the imposition of a fine is not
warranted.

In addition, LUMA respectfully requests this Honorable Energy Bureau accept the
Preliminary Plan draft in Exhibit 1 herein in compliance with the June 13" Order. LUMA
recognizes that the Preliminary Plan draft will require further refinement in order to comply with
the Energy Bureau’s requirements. To this end, LUMA is actively continuing its rigorous review
of the Preliminary Plan. LUMA proposes to submit a more refined version of the Preliminary Plan
on or before July 19, 2024. As it was stated in the request for extension of time, this timeline will
allow LUMA to incorporate the additional information that becomes available form the reviews
described above to result in a comprehensive and validated plan and place the Energy Bureau in
the position to assess the information contained therein and rely on such information when making

any future determinations.
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WHEREFORE, LUMA respectfully requests the Energy Bureau to take notice of the
aforementioned, accept the Preliminary Plan draft submitted herein in Exhibit 1 in compliance
with the June 13" Order and accept that LUMA submit a more refined version of this plan by no
later than July 19, 2024; and vacate the July 5" Order and determine that the imposition of a fine
is not warranted.

RESPECTFULLY SUBMITTED.

In San Juan, Puerto Rico, on this 10" day of July 2024.

We hereby certify that | filed this Motion using the electronic filing system of this Energy
Bureau. | will send an electronic copy of this Motion to counsel for PREPA Alexis G. Rivera

Medina, arivera@gmlex.net, and to Genera PR LLC, alopez@sbgblaw.com, jfr@sbgblaw.com,

I DLA PIPER

DLA Piper (Puerto Rico) LLC
500 Calle de la Tanca, Suite 401
San Juan, PR 00901-1969
Tel. 787-945-9147 / 9145
Fax 939-697-6141 / 6145

and regulatory@genera-pr.com.

/s/ Laura T. Rozas

Laura T. Rozas

RUA No. 10,398
laura.rozas@us.dlapiper.com

/sl Valeria Belvis Aquino
Valeria Belvis Aquino

RUA No. 22,584
valeria.belvis@us.dlapiper.com
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System Improvements Preliminary Plan

INFORMATIONAL USE DISCLAIMER

The content in this document is furnished for informational use only and is subject to change without notice.
The document should not be construed as a final commitment by LUMA to execute all the initiatives listed
herein or as a limitation to include additional initiatives. This is designed as a dynamic plan borne of an
iterative process and subject to changes to adjust and recognize situations where change is warranted.
The initiatives listed here are also complementary and work in conjunction with additional initiatives that
LUMA would seek to execute in due time.
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1.0 Introduction

On June 1, 2021, LUMA assumed operation and maintenance responsibility for the Puerto Rico Electric
Power Authority’s (PREPA) Transmission and Distribution System (T&D System) as specified in the
Puerto Rico Transmission and Distribution Operating and Maintenance Agreement (T&D OMA) between
PREPA, the Puerto Rico Public-Private Partnerships Authority (P3A), and LUMA. Since commencement
of operations, LUMA has executed multiple federally and non-federally funded initiatives in the
transmission, distribution, substations, IT/telecom, buildings, and environmental asset categories (T&D
Projects).

In accordance with the Resolution and Order dated June 13, 2024, the Puerto Rico Energy Bureau
(PREB) required LUMA to develop an aggressive preliminary plan for system improvements to affect the
quality of electric service. This document provides a current analysis of the electrical system, programs
and initiatives identified to repair and make these improvements, including cost estimates necessary and
forecasted funding sources. Additionally, the Plan includes a timeline with reliability improvement
projections, Vegetation Management initiatives and the Accelerated Storage Addition Program (ASAP).
LUMA will supplement this plan with further detail as appropriate.

LUMA'’s Historic Progress

When LUMA began operation of the electric system three years ago, the effects of decades of under-
investment and neglect were apparent. LUMA conducted a system-wide gap assessment that resulted in
the identification of over 1,000 gaps which determined that the system assets were in poor health across
the majority of assets. These deficiencies (including processes, systems and physical assets)
corresponded with negative effects on system performance and reliability which would require significant
improvement, resources and capital. Since then, LUMA has made tremendous progress across all facets
of Puerto Rico’s transmission and distribution system. Among the examples of the significant progress
made over the last three years include:

o Strengthening the energy system against storms and hurricanes: by replacing more than
12,500 utility poles with new poles able to withstand 160+ mph winds,

¢ Reducing size and the impact of outages: by installing over 8,200 grid automation, which has
saved our customers over 120 million service interruption minutes,

o Addressing the largest cause of outages: by clearing vegetation from over 4,500 miles of
powerlines and electric infrastructure,

o Improving community safety and energy efficiency: by replacing over 106,000 streetlights as
part of LUMA's Community Streetlight Initiative,

o Empowering the adoption of solar energy: by connecting over 91,000 customers to rooftop
solar, representing 585 megawatts of clean, renewable energy for Puerto Rico, and,

e Improving reliability during generation shortfalls: by launching the Customer Battery Energy
Sharing (CBES) initiative.

LUMAPR.COM
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While there is clearly much more work to do, customers are already seeing results. In fact, an analysis of
LUMA's daily reliability determined that more than 95% of LUMA’s 1.5 million customers have had
concurrent service for more than 98% of the year when generation is available.

Advancing FEMA Projects

Much of this progress has been made possible through collaboration and support from the Central Office
for Recovery, Reconstruction and Resiliency (COR3) and FEMA. Before LUMA commenced services, the
previous operator had submitted only 37 projects to COR3 and FEMA for their consideration. In the three
years since, LUMA has worked closely and cooperatively with both agencies to submit 423
projects for consideration of federal funding — a record pace for Puerto Rico. These 423 projects
would represent $13+ billion in federal funds and are critical to allowing for the short- and long-term
investments necessary to transform and modernize the electric system and significantly improve service
for customers across the island. Of those projects, 164 projects have received obligation, representing
over $2 billion of project investments, as well as $2 billion incremental in available spend to procure long-
lead materials and the engineering services needed to execute additional work. Already, LUMA has
energized 29 of the 164 projects that were obligated, including critical transmission priority pole
replacement, distribution pole replacement projects, as well as critical substation projects, including a
substation in Manati.

Much more, however, remains to be done to allow the grid to reach the levels of reliability and resilience
that Puerto Ricans expect and deserve. LUMA continues to work on 136 obligated projects that are
planned or underway to improve service reliability and build system resiliency, including:

¢ The Vegetation Safety and Reliability Initiative, an island-wide initiative that will target
overgrown vegetation from over 16,000 miles of powerlines to dramatically reduce outages for all
customers by up to 45% once complete,

o The Smart Meter Initiative will install 1.5 million electric meters across Puerto Rico that will help
modernize electric service across the island by helping to restore service more quickly, and
improving customer service, and,

e The upgrading of the energy management system (EMS) to be able to provide modern levels of
operational capabilities.

In addition, LUMA continues to work with COR3 and FEMA on more than 250 projects that have yet to be
obligated, including allowing for the large-scale deployment of distribution automation, the rebuilding of
critical transmission lines, and the deployment of a cutting-edge networked microgrid project serving
Vieques and Culebra. LUMA also continues to complete the interconnection of 729 MW of utility-scale
solar and 350 MW of battery. Even with these investments, however, the reliability experienced by Puerto
Rico would continue to be at the bottom of the fourth quartile of peer utilities, as measured according to
industry standards such as IEEE 1366. LUMA continues to work with COR3, FEMA and other
stakeholders to fill the island’s energy needs and complete the transformation and modernization of the
grid to allow for the integration of 100% renewable generation and provision of sufficiently reliable and
resilient energy.

In the next sections, LUMA will provide a high-level system overview, including the challenges and
expected impacts of these investments, and then go into further detail about the system improvement
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plan that is being executed over the next two years, including associated budgets and planned execution.
In short, the sections of this report provide details of the following planned actions:

e Near-term restoration of out-of-service equipment, like substation transformers, circuit breakers
and transmission lines, to stabilize the grid, and,

e Planned long-term capital projects that include substation rebuilds, new substations, transmission
line pole replacements, and transmission line rebuilds, and,

e The hardening of poor performing assets and equipment.

2.0 System Overview

The transmission and distribution (T&D) grid for which LUMA is responsible is a highly complex
interconnected system. To provide power to any one individual can require dozens of complex pieces of
equipment to work perfectly in concert. To provide reliable, resilient power to 1.5 million customers living
across Puerto Rico entails substations, transmission lines, and distribution feeders, as well as the control
capabilities operating them, to work effectively together.

As has been well documented, Puerto Rico has suffered from decades of system-wide neglect under the
prior operator; neglect which has been exacerbated by historic damage caused by natural disasters
(earthquakes) and hurricanes. Since 1989, for example, the island's power grid has been severely
impacted by six hurricanes, or more than one hurricane every six years. This includes Hurricane Hugo
(1989) that knocked out power for 75% of the island’s residents, Hurricane Hortense (1996) that caused
approximately 40% of island residents to lose power, and Hurricane Georges (1998) that left
approximately 96% of the island population without power.

In September 2017, the island was again struck by a major hurricane — Hurricane Irma — that significantly
damaged the power grid and led to over one million residents losing power. Just weeks later, the island
was struck by Hurricane Maria, which crippled the island’s power grid and required more than a year just
to restore power to all customers. In addition to large numbers of equipment out of service, even more
equipment was vulnerable due to being required to operate for years or even decades longer than had
been expected when originally manufactured. Since then, continued stress, including Hurricane Fiona, a
Category 1 event which produced an island-wide blackout that required 12 days to restore 90% of
customers, placed additional burden on the infrastructure.

To mitigate these challenges, LUMA is executing an aggressive series of programs to rebuild the system
in alignment with industry standards. LUMA utilizes industry best practices and established standards to
model and assess the system, and to propose long-term capital plans to harden the grid, improve
reliability performance, Including NER CIP standards, integrate renewable generation, and mitigate
deficiencies. For example, substation transformers as critical sources need to have designed redundancy,
with reliable bus configurations like breaker-and-a-half and ring-bus which allow for the continuous
operation of the substation even with an outage of a breaker, or other substation equipment.

Furthermore, since commencement LUMA has performed assessment, repair and replacement work on
substation and transmission assets. These proactive activities have prevented many outages by
identifying priority items that can be serviced or maintained before equipment failure that can cause an
outage. For substations, LUMA has replaced 5 large substation transformers, and replaced over 42
transmission substation circuit breakers, as well as 25 distribution substation circuit breakers. These
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circuit breakers provide the essential service of quickly detecting and isolating disturbances, and
protecting equipment, and are the essential device to maintain public safety by isolating and deenergizing
faulted equipment on the grid. LUMA has also replaced over 200 transmission structures as part of T-Pole
replacement program. In addition, in FY2024 alone, LUMA has completed over 1160 insulator
replacement projects, more than 600 hot spot repairs, and over 275 switch repairs on the transmission
system. Combined, these transmission investments have provided hardening and reduced the likelihood
of critical equipment failures causing customer interruption.

The present state of the grid includes out of service assets that are described in Section 3. These include
substation transformers that are currently out of service due to equipment failure and must be placed in
service to reduce the likelihood and consequence of widespread outages. Similarly, out of service
transmission lines cause power flows to increase on adjacent lines, which can increase the likelihood of
failure and number of customers affected when an unexpected failure occurs. These out-of-service
transmission facilities are discussed in Section 3 and must be restored to service to reduce reliability
impacts to the grid.

Future improvement plans, projects and programs are detailed in Section 4. In the next two years, the
focus will be on near-term restoration of out-of-service equipment like substation transformers, circuit
breakers and transmission lines to stabilize the grid. Planned long-term capital projects that include
substation rebuilds, new substations, transmission line pole replacements, and transmission line rebuilds,
and hardening of poor performing assets and equipment are currently in progress with COR3 and FEMA.

What is described here is part of a larger plan to deploy significant funds to transform the grid. In the next
five years, LUMA expects to have deployed close to $10B of federal funds, which will serve as a major
step towards increasing the system’s operational flexibility, reliability, and resilience while also improving
customer service and allowing integration of distributed and clean energy sources towards the existing
public policy goals. For example, these investments over the next five years will:

¢ Harden and upgrade the transmission system which will improve reliability, capacity, and
resiliency, including addressing nine transmission circuit segments’ North American Electric
Reliability Corporation (NERC) reliability criteria violations, which will improve resilience as well
as meet NERC guidelines regarding critical substations.

e Rebuild distribution feeders with poor reliability performance and those that serve critical power
facilities, targeting the worst-performing feeders first.

o Improve reliability by strategically clearing hazardous vegetation from more than 16,000 miles of
power lines and substations over the next three years.

e Strengthen the overall resiliency of the electric grid by (1) hardening and modernizing
substations, (2) making upgrades to conform to the latest codes, industry standards, and
practices, (3) replacing electromechanical and electronic relays, (4) relocating or mitigating
substations in flood-prone areas, and (5) deploying new substations to meet industry standards.

e Increase system reliability and resiliency through the installation of grid automation devices,
which are smart switches that are used to reduce the impact and duration of outages and install
grid communication equipment to improve service restoration times for customers.
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e Strengthen grid resiliency to better withstand severe weather by replacing damaged or old
distribution poles and transmission towers, along with their associated hardware and conductors,
with hardened equipment that can withstand at least 160 mph winds.

3.0 System Critical Contingency
Equipment

LUMA continues to regularly analyze the grid using industry-standard rigorous planning processes and
tools to identify weak points of the grid. This analysis evolves as conditions change, including through
new loads associated with businesses and residences; new generation, including renewable
deployments; and loss of critical substation and transmission equipment. LUMA has addressed many
areas of the grid where a critical contingency could have caused system issues since commencement.

More, however, remains to be done. In the below section, we identify some of the critical weak points in
the grid and the planned efforts to mitigate them. These projects will be funded with a mixture of federal
capital, non-federal capital, and operations and maintenance (O&M) planned work. As engagements with
FEMA, CORS3, and PREB evolve over the next two years, some projects that are here projected to be
funded by one of those categories of funds may be funded by another.

3.1 Prioritized Substation Equipment

Table 1-1 identifies prioritized substation equipment, including their “as-is” grid condition, plans to
mitigate, potential permanent solution funding option, and estimated completion date. Should this
equipment not be able to function, it can pose threats to the reliability and resilience of the grid.

Substation transformers, in particular, are perhaps some of the most critical components in the electric
grid. Reliable design therefore includes redundancy for any one transformer. However, for example, when
one transformer fails, it requires putting additional load on the remaining functioning transformers, which
can often put that transformer in a more vulnerable state. Should a second contingency transformer fail, it
can often lead to connected transmission and distribution lines not being able to transmit power to serve
customers. In the table below, we identify not only the prioritized transformers, but the associated
transformers that are in a more vulnerable state, and the transmission or distribution lines that can be
affected should an additional piece of equipment fail.
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3.2 Prioritized Transmission Substation Transformers

Substation

Prioritized Out-of-Service Equipment

Risk?!

Contingency Component

Potential Affected Equipment

Load Impact

Operational Mitigation

Permanent Solution

Potential Permanent Solution Funding Source

Est. Completion Date

Substation

Out-of-Service Equipment

Critical Contingency Component

Potential Affected Equipment

Caguas TC

Transformer 115/38/13 kV

High

Caguas TC - Bank 1 Transformer

L-9300 Juncos - G Benitez

180 MW

Rotational load shedding. Emergency switching
and mobile generators to reduce impact

Replace transformer bank #2 with available unit

TBD

TBD

Monacillos TC

Transformer Bank 1 - 115/38 kV

High

Monacillos TC Bank 2 -115/38 Kv

L-3500 Monacillos - Caparra

! High Risk refers to either the increased likelihood of the failure of additional equipment due to significantly exceeding the maximum
emergency rating of the equipment, or the increased likelihood of disruptive impacts including area load-sheds and/or cascading
outages. Medium risk refers to either a moderate likelihood of the failure of additional equipment due to exceeding the
maximum emergency rating of the equipment, or the moderate likelihood of disruptive impacts including localized load-sheds.
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Load Impact 180 MW

Operational Mitigation Rotational load shedding. Emergency switching
and mobile generators to reduce impact

Permanent Solution Replace transformer bank # 3
Potential Permanent Solution Funding Source FEMA
Est. Completion Date Q1 FY2025

Out-of-Service Equipment Transformer Bank 1 & 3 -115/38 kV
Monacillos TC breaker

Potential Affected Equipment L-1000 Venezuela-Capuchino

Load Impact 10 MW

Operational Mitigation Emergency switching and repair or replace
affected breaker

Permanent Solution Replace transformer bank #3
Potential Permanent Solution Funding Source FEMA
Est. Completion Date Q1 FY2025

Substation Sabana Llana TC

Out-of-Service Equipment Autotransformer 2 - 230/115 kV
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Risk

Critical Contingency Component

Potential Affected Equipment

Load Impact

Operational Mitigation

Permanent Solution

Potential Permanent Solution Funding Source

Est. Completion Date

Substation

Out-of-Service Equipment

Risk

Critical Contingency Component

Potential Affected Equipment

Load Impact

Operational Mitigation

Permanent Solution

High

Sabana Llana TC Auto 1 (230 kV / 115 kV)

L-41400 Juncos-Humacao

270 MW

Rotation load shedding. Emergency switching and

mobile generators to reduce impact.

Replace Sabana Llana autotransformer #2 and

replace Bayamon transformer

FEMA

TBD

Bayamon TC Auto

Transformer 115/38 kV

High

Manati TC 230/115 kV Autotransformer

L- 39000 Ponce - Juana Diaz
L-1000 Venezuela - Capuchino

Cambalache & Sabana Llana 230/115 kV
Transformers.

10 MW

Emergency switching

Replace Bayamon transformer

1
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Potential Per