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Introduction 
 

The purpose of this report is to evaluate the Puerto Rico Electric Power Authority 

(PREPA) financial sustainability and its impact on its operations.  The report considers 

PREPA’ financial position after Hurricanes Irma and Maria, which became aggravated 

after the January 2020 seismic events and under the present COVID-19 health crisis. As 

shown on this report, PREPA’s historic deficit and insolvency is impacted by the present 

environment, creating an even more difficult situation for the utility.  Under this 

complicated scenario the proposed PREPA’s Debt Restructuring Agreement (RSA)1, 

presented in court as part of the current PROMESA Title III proceedings2, shows not to 

be a solution to PREPA’s gross insolvency and deficits. Additional and more severe 

measures are required to bring PREPA to solvency and a sustainable financial position, 

which is urgently needed within the present scenario.  

 

COVID-19 
 

The world health crisis of the COVID-19 directly impacts the local economy and, in 

consequence PREPA’s revenues. This brings additional pressure on PREPA with 

expected effects on all customer classes, in which electricity demand is being directly 

affected by the closing of business, while the ability of many residential consumers to 

pay their electricity bill is questionable. Defaults and late payment are part of the 

consequences that this crisis will have on the utility.  This suggests that the effects of 

 
1 Definitive Restructuring Support Agreement of Puerto Rico Electric Power Authority. May 3, 2019. 
Financial Oversight and Management Board.  
 
2 In addition to the Financial Oversight and Management Board (FOMB), the RSA was also approved by 
PREPA and the Puerto Rico Fiscal Agency and the Financial Advisory Authority (AAFAF). 
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this crisis on PREPA’s finances will not be unnoticeable, but rather it will affect its 

capacity to pay its debt, and even its operational capabilities, under current 

administrative practices.  

 

Hurricanes Irma and Maria 
 

This analysis posits important difficulties, given the uncertainties about PREPA’s 

position and the possible courses of action it can follow in the near future. The last 

financial statement of PREPA available is for the fiscal year that ended June 30, 2016; 

i.e., it covers a period before hurricanes Irma and María. These hurricanes significantly 

affected PREPA’s infrastructure and assets, in such a way that all its customers were left 

without electricity. Emergency repairs were made, but there is no information about 

the effects of damages and repairs upon the value of PREPA’s capital assets. It should 

also be noted that, after the emergency repairs, the electric system remains fragile, such 

that, 32 months after the hurricanes, blackouts are usual phenomena around the island. 

Recent tremors evidenced the system’s fragility.  Financial data used in the analysis is 

taken from interim reports published by PREPA on its web page (Monthly Reports to 

the Governing Board). These reports are not audited financial statements, but they are 

more up to date and reliable sources of information available. The last report used on 
this evaluation is the one for December 2019. 3 

 

Restructuring Support Agreement (RSA) 
 

Under the proposed RSA, new debt will be issued, under the Tranches A and B 

instruments, to substitute outstanding PREPA’s Revenue Bonds debt. This new debt 

will be issued in the form of “securitization bonds”. The usual definition of 

securitization bonds is “Bonds created from a process that involves moving assets into 

a special legal entity, which then uses the assets as guarantees to secure a bond issue.”4 

In the RSA proposal, what guarantees the restructured debt is not a set of assets, but a 

“Transition Charge”, which is a contracted electricity tariff to be charged to PREPA 

customers, in addition to other fees and tariffs, based on their demand for electricity. 

This means that the securitization of these new bonds is based on PREPA’s ability to 

 
3 Monthly Report to the Governing Board. PREPA. December 2019. https://aeepr.com/es-
pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf 
 
4 For example see: https://www.analystforum.com/forums/cfa-forums/cfa-level-i-

forum/91345570 

 

https://aeepr.com/es-pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf
https://aeepr.com/es-pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf
https://www.analystforum.com/forums/cfa-forums/cfa-level-i-forum/91345570
https://www.analystforum.com/forums/cfa-forums/cfa-level-i-forum/91345570
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generate, buy, transmit and distribute electric energy to its customers. Therefore, the 

restructured debt is sustainable if, and only if, PREPA is able to effectively operate as an 
electric utility after the implementation of the proposed RSA. 

This analysis is quite relevant. PREPA is running an old and unstable system that 

urgently requires to be modernized. To update the electric grid, substantive amounts 

of investment are required. Some of these required investments are expected to be 

financed by the US Federal Government, through FEMA and other federal entities, and 

the other part will have to be financed by issuing new debt. In consequence, it is 

pertinent to evaluate if, after the proposed RSA, PREPA is going to have capacity to issue 

new long-term debt, and if so, the effect of this new debt on PREPA’s financial ability to 
maintain a sustainable operation. 

Total debt is equal to PREPA’s restructured outstanding debt plus new debt required to 

finance programmed investments. This analysis considers a time span of ten years. 

Over this period, it is expected that at the end of each year it will be paid 1/40 or 2.5% 

of the restructured outstanding debt emitted through Tranche A bonds, since, 

according to the RSA, Tranche B bonds will begin to be paid after Tranche A debt is 

liquidated. Debt service for Tranche A and Tranche B bonds is serviced by means of the 

Transition Charge (TS) specified in the RSA.5 

PREPA’s required investment is presented in two official documents: Puerto Rico 

Integrated Resource Plan (IRP)6 and Grid Modernization Plan.7 These plans are not 

identical, and it is not clear which one will be finally implemented. 

The Puerto Rico Energy Bureau has stated that the Grid Modernization Plan is 

subordinated to the IRP, which mean that, if changes to the IRP are proposed by PREPA, 

either by the Grid Modernization Plan or through other means, these need to be 

formally submitted and approved by the Bureau. However, since at this time the final 

IRP has not been approved by the Bureau, within this assessment, PREPA’s debt 

sustainability is evaluated separately for each plan.  

There are also uncertainties about the percentage of total investment that will be 

financed by FEMA; if energy generation is going to be privatized, if PREPA will continue 

generating energy, or if PREPA will retain the property of generation plants, privatizing 

their operation and administration. Furthermore, it is uncertain if, as the result of the 

bankruptcy process, other debt categories, in addition to outstanding Revenue Bonds 

are also going to be restructured. As it can be seen, PREPA’s financial outlook is muddy. 
 

5 Given the structure proposed for the Transition Charge, it is assumed that 3.33% of the Tranche A 
principal is going to be paid each year, allowing for a fasted beginning of payment for Tranche B bonds. 
 
6 Siemens Power Technologies International, Puerto Rico Integrated Resource Plan 2018-2019, June 7, 
2019. 
 
7 PREPA, COR3, La modernización de la red eléctrica de Puerto Rico, n.d. (2019). 
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Prevailing uncertainties occur because outcomes are uncertain in all judicial processes, 

but also because PREPA is not transparent with regard to its future plans and discloses 

limited and contradictory information.  Before continuing with the analysis, it is 

pertinent to clarify some important definitions and assumptions to be used in this 

report, that is done at the next section. 

 

PREPA’s Debt after RSA and Bankruptcy Proceedings 
 

The purpose of the analysis is to evaluate PREPA’s potential financial sustainability 

after the proposed RSA, if it approved as submitted. First, it is pertinent to determine 

what would be PREPA’s total debt position after bankruptcy proceedings. Some 

operational definitions have to be made. PREPA does not have stockholders. The RSA 

only covers debt incurred through the emission of Revenue Bonds by PREPA. Different 

sources address the amount of such debt. Title III case filed by the FOMB, as part of the 

PROMESA proceeding,  states that the debt from Power Revenue Bonds amounts to $8.3 

billion.8 This amount is consistent with what is presented in PREPA’s Audited Financial 

Statements for the fiscal year ending June 30, 2016, which states that total notes and 

bonds payable subject to compromise as part of Title III PROMESA proceedings 

amounts to $8,259 million.9 The RSA proposed to pay PREPA Revenue Bondholders 

67.5% of outstanding principal in Tranche A bonds and an additional 10% in Tranche 

B bonds, for a total repayment of 77.5% of the principal, or $6,400.7 million. This 

implies a $1,858.3 million reduction in the Revenue Bonds principal. 

Title III case filed by the Oversight Board in the PREPA case also includes the following 
debts to be subject to Court consideration: 

 Credit lines for fuel purchase  $700 million 

 Accounts Payable    $480 million 

 Two SWAPs     $52.2 million 
 Debt to Government Development Bank $35.0 million 

The above amounts a total of $1,267.2 million of additional debt as part of the 

bankruptcy process, subject to Court decision. Although unsecured debt can be 

significantly reduced during bankruptcy procedures, it is uncertain what the Court will 

finally decide with regard to these particular debt items. In this report it is operationally 

assumed that the probability of debt reduction or elimination is the uncertainty 

probability, i.e., 0.5. Since in the PREPA Fiscal Plan considers to provide additional funds 

to pensions and post-employment benefits, this analysis do not considers a reduction 

 
8 The Financial Oversight and Management Board for Puerto Rico, Notice of Filing of Statement of 
Oversight Board Regarding PREPA’s Title III Case, Case No. 17-04780-LTS, July 2, 2017, p.3. 
 
9 PREPA’s Audited Financial Statements for the fiscal year ending June 30, 2016, op. cit., p. 10. 
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to pension funds, although it recognizes that the source of such funds could vary from 

the one specified on the Fiscal Plan, to avoid an impact on electricity rates. Other non-

financial liabilities, that might result as part of the process, are not considered in this 

report. Based on the above, it is assumed that the debt reduction to arise from PREPA’s 

bankruptcy proceeding is $2,491.9 million, i.e., $1,858.3 million from Power Revenue 

Bonds plus half of $1,267.2 million from other debt included on the Title III bankruptcy 

procedure.  

The interim financial reports published by PREPA for the month of December 2019 

(PREPA’s Monthly Report to the Governing Board) states that total liabilities at the end 

of the month were $17,692 million and total assets were $9,888.6 million.10 The 

difference between PREPA’s assets and liabilities is a deficit of $7,754 million, meaning 

that, if in the event that PREPA could cancel all its current liabilities calculated on 

$4,324 million (which is not possible due to part of this debt was acquired after the 

bankruptcy filing), and also applies the debt reduction on power revenue bonds 
indicated on the RSA, it would  still have a deficit or insolvency of $1,622 million. 

It should also be noted that if the $2,491.9 million debt reduction expected from the 

proposed RSA and Title III bankruptcy proceedings are deducted from outstanding 

total liabilities, PREPA’s total liabilities would be reduced to $15,200.12 million.  

Considering PREPA total assets of $9,888.6 million,11 its Debt to Assets Ratio (D/A) 

would be 1.54, which is not only  almost three times the average for comparable electric 

power companies in the USA12, but it also exceeds the value of 1.0, which means that, 

even after the RSA, PREPA will continue to be in a financially unsound position, with a 

limited capacity to reach the credit it needs to finance required fixed capital 

investments. 

Even if the whole amount of Current Liabilities is wiped out in Bankruptcy (which is not 
possible as explained above), still PREPA would be in an insolvency state. 

PREPA total liabilities at December 31, 2019  $ 17,692 million million 

Debt reduction from RSA and bankruptcy proceedings $ 2,491 million million 

Total PREPA Debt after RSA and bankruptcy proceedings $ 15,201 million million 

     
 

 

PREPA total assets at December 31,2019  $ 9,889 million million 

Debt to Assets Ratio (D/A)   

                                 
1.54  

 

 

 
10 PREPA monthly Report to the Governing Board for December 2019, p.15. 
 
11 Ibid., p. 14. 
 
12 American Public Power Association, Financial and Operating Ratios of Public Utilities, Arlington, VA, 
December 2018. 
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Present Insolvency of PREPA 
 

As show above, the RSA do not solve the insolvency problem of PREPA. To improve and 

resolve in the long-term sustainability and future solvency of PREPA the Power 

Revenue Bonds debt, after it is restructured, should not be considered as a liability of 

the Authority. It appears the RSA tries to achieve that purpose, not by reducing PREPA’s 

debt substantially, but, through the issue of securitized bonds by a separate legal entity 

that assumes such debt. Through that means, PREPA’s long term Power Revenue Bonds 

debt could not be reflected on PREPA. Notwithstanding, the restructured Power 

Revenue Bonds debt will still be paid by PREPA customers, through a special charge in 
energy bills, known as Transition Charge.  

Even if the complete Power Revenue bond debt is removed from PREPA, it remains with 

insolvency parameters reflecting a Debt to Asset Ratio (D/A) of 0.95.  

 

PREPA total liabilities at December 31, 2019  $ 17,692  million 

Power Revenue Bond Debt  $ 8,259  million 

Total PREPA Debt after RSA and bankruptcy proceedings $ 9,433  million 

     
 

PREPA total assets at December 31,2019  $ 9,889  million 

Debt to Assets Ratio (D/A)   0.95  

 

Another aspect to consider is the addition of federal reconstruction funds to help to 

relief the insolvency of PREPA. Even with the injection of Federal funds, insolvency 

problem persists throughout the years. To evaluate that alternative eight scenarios 

where developed considering the effect of those funds using the information included 

on PREPA’s proposed Integrated Recourses Plan (IRP) and on the Grid Modernization 

Plan.  The analysis of different scenarios on the following sections shows that, in spite 

of the massive injection of federal funds ranging from 45% to 90% of FEMA and other 

federal government agencies reconstruction funds, insolvency parameters persist on 

PREPA. Only when the Power Revenue Bond debt after restructured is not considered 

a debt of PREPA a degree of sustainability and solvency is shown. 

Is the RSA constitutional? 
 

The RSA provides for the payment of the restructured revenue bonds debt of PREPA 

through the issue of securitization bonds by new legal entity, as previously mentioned. 

The term of securitization is over a period of 47 years. The Constitution of the 

Commonwealth of Puerto Rico, in its Article VI Section 2, establish that all debt issued 
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by the local government must have a maturity date which does not exceed 30 years 

from the date of issue, except debt issue to finance housing projects, where maturity 

should not exceed 40 years from the date of issue.13 It is recognized that this 

constitutional disposition applies to General Obligation Bonds issued by the 

Commonwealth of Puerto Rico, and not necessarily to government instrumentalities, 

such as public corporations or the new entity created to assume PREPA’s restructured 

revenue bonds debt. 

Nevertheless, this author does not know of any public institution that has ever issued 

debt with a maturity date that exceeds the time limits established by the Constitution. 

The writers of the Constitution, , when they penned Section 2 of Article VI, clearly were 

prudent persons that pursued financial responsibility in the administration of the state. 

One of the reasons why the Government of Puerto Rico is now immersed in a serious 

financial crisis is because previous administrations have adopted convenient legalistic 

interpretations of constitutional rules, disregarding the fiscal prudency it established 

as public policy. PREPA’s RSA continues following this convenient legalistic reading of 

the Constitution, ignoring the prudency it preaches with regard to debt maturity. 

 
13 Article VI, Section 2 of the Commonwealth of Puerto Rico Constitution states 

“The power of the Commonwealth to impose and collect taxes and authorize its imposition and 

collection by municipalities shall be exercised as provided by the Legislative Assembly, and 

shall never be surrendered or suspended. The power of the Commonwealth of Puerto Rico to 

contract and authorize debts shall be exercised as provided by the Legislative Assembly, but no 

direct obligation contracted by the Commonwealth of Puerto Rico to borrow money directly by 

the Commonwealth of Puerto Rico, evidenced by bonds or promissory notes for payment in 

good faith, credit and the power of the Commonwealth of Puerto Rico to impose taxes will be 

issued by the Commonwealth of Puerto Rico if the total of (i) the amount of the principal of 

interest on such bonds and promissory notes, together with the principal's amount of interest 

on all such bonds and promissory notes until then issued by the Commonwealth and in 

circulation, payable in any economic year and (ii) any amounts paid by the Commonwealth in 

the financial year immediately preceding the current economic year in respect of principal and 

interest relating to any obligations evidenced by bonds or promissory notes guaranteed by the 

Commonwealth, exceeds 15% of the average of the total amount of annual income earned in 

accordance with the provisions of the laws of the Commonwealth and entered into the Treasury 

of Puerto Rico in the two economic years immediately preceding the current economic year; 

the two economic years immediately preceding the current economic year;  and none of such 

bonds or promissory notes issued by the Commonwealth for any purpose other than housing 

facilities shall expire after a term of 30 years from the date of issue and no bond or promissory 

note issued for housing purposes shall expire more than 40 years from the date of issue; and 

the Commonwealth will not guarantee any obligation evidenced by bonds or promissory notes 

if the total amount payable in any economic year as principal and interest on all of the above 

mentioned direct obligations up to be issued by the Commonwealth and in circulation, and the 

amounts referred to in clause (ii) exceed 15 percent of the average of the total amount of such 

annual income.” [Translation by the author.] [Emphasis supplied.] 
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Analysis methodology 
 

The report constructs sixteen basic scenarios for the analysis. Eight based on capital 

investments outlined in the Puerto Rico Integrated Resource Plan, and eight based on 

the Grid Modernization Plan. In all scenarios it is considered that PREPA is going to 

receive reconstruction funds from FEMA or other federal agencies, of a minimum of 

45% or a maximum of 90% of the overall new infrastructure costs. Half of the scenarios 

assume that PREPA’s total debt, outstanding after the RSA, is going to include PREPA 

liabilities after the RSA, as well as new debt to be issued to finance planned capital 

investments. It is also assumed that each year it is paid 1/30 of the total debt in the 

previous year. The assessment also contemplates the restructuring of unsecured 

current liabilities14; and an “A” or No Debt (ND) alternative that considers that, through 

the securitization which follows the bankruptcy process, restructured Revenue Bonds 

debt won’t be considered a liability of PREPA15. 

1. Scenario I: It assumes that PREPA will pursue the capital investments proposed 

in the Integrated Resource Plan. FEMA and other federal agencies will pay for 

90% of total required investment. PREPA’s contribution to financing new capital 

investments will have to happen by issuing new debt. Alternative I-A repeats the 

analysis under the assumption that debt related to restructured Revenue Bonds 

is not going to be considered a liability of PREPA. 

 

2.  Scenario II: It is based on the same assumptions as Scenario I, except that it is 

assumed that FEMA and other federal agencies will only pay for 45% of total 

required investment. Alternative II-A repeats the analysis under the assumption 

that debt related to restructured Revenue Bonds is not going to be considered a 

liability of PREPA. 

 

3. Scenario III: It is the same as Scenario I, except that it assumes that PREPA is 

going to be successful in privatizing all electricity generation. In consequence, 

energy generation assets will not be PREPA’s property, and the Authority will 

not have to incurs in investments, nor have to issue additional debt for that 

purpose. Alternative III-A repeats the analysis under the assumption that debt 

 
14 Unsecured current liabilities to be restructured which are assumed to be restructured are, as per 
described in previous sections of this report: Credit lines for fuel purchase, $700 million; Accounts 
payable, $480 million; Two SWAPs $52.2 million; and Debt to Government Development Bank, $35.0 
million. The probability of debt reduction or elimination it is assumed to be the uncertainty probability, 
i.e., 0.5.    
 
15 This is by presuming that restructured Revenue Bond debt will not be considered a debt of PREPA as 
it is assumed by a new legal entity through the issue of securitized bonds, or, for analysis purposes,  that 
within the present bankruptcy proceedings, and considering the current health and economic crisis, 
PREPA’s  Restructured Revenue Bonds debt would be discarded. 
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related to restructured Revenue Bonds is not going to be considered a liability 

of PREPA. 

 

4. Scenario IV: It is the same as Scenario III, except that it is assumed that FEMA 

will only pay for 45% of total required investment. Alternative IV-A repeats the 

analysis under the assumption that debt related to restructured Revenue Bonds 

is not going to be considered a liability of PREPA. 

 

5. Scenario V: It assumes that PREPA will pursue the capital investments proposed 

in on the Grid Modernization Plan. It is also assumed that FEMA is going pay for 

90% of total required investment. PREPA’s contribution to financing new capital 

investments will have to happen by issuing new debt. Alternative V-A repeats 

the analysis under the assumption that debt related to restructured Revenue 

Bonds is not going to be considered a liability of PREPA. 

 

6. Scenario VI: It is based on the same assumptions as Scenario V, except that it is 

assumed that FEMA will only pay for 45% of total required investment. 

Alternative VI-A repeats the analysis under the assumption that debt related to 

restructured Revenue Bonds is not going to be considered a liability of PREPA. 

 

7. Scenario VII: It is the same as Scenario VI, except that it assumes that PREPA is 

going to be successful in privatizing all electricity generation. In consequence, 

energy generation assets will not be PREPA’s property, and the Authority will 

not have to incurs in investments, nor have to issue additional debt for that 

purpose. Alternative VII-A repeats the analysis under the assumption that debt 

related to restructured Revenue Bonds is not going to be considered a liability 

of PREPA. 

 

8. Scenario VIII: It is the same as Scenario VII, except that it is assumed that FEMA 

will only pay for 45% of total required investment. Alternative VIII-A repeats the 

analysis under the assumption that debt related to restructured Revenue Bonds 
is not going to be considered a liability of PREPA. 

 

Not necessarily all scenarios are equally probable, but it will be speculative to assign 

subjective probabilities to each scenario. 

It is also assumed that the financing of PREPA investments in each scenario is going to 

happen through the emission of new bonds, and that they are going to have a 30 years 

life span. It is further assumed that new debt is going to be issued at the year when the 

investment is planned to be made, and it will amount to the investment cost planned 

for that year, plus 6% to cover bonds issuing costs. 
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A note on PREPA’s operational performance 
 

It is also pertinent to consider PREPA’s reported income and expenses over recent 

years. From Table 1 and Diagrams 1 and 2, it can be seen that PREPA has been operating 

with deficits at least since fiscal year 2008, the earliest one available at PREPA’s web 

page, i.e., long before hurricanes Irma and María created an emergency, where PREPA 

had to incur in extraordinary expenses that were larger than its revenues,16 and 

PREPA’s income was reduced by of its temporary inability to generate and transmit 

electricity. Moreover, over the first six months of this fiscal year (2020), its deficit in 

operations amounts to $192.9 million. If these first months represent a pattern for the 

rest of the fiscal year, it will close with a deficit in operations of about $385.8 million.17 

It should also be noted that Total Revenues show a negative trend – i.e., tend to decline 

over time – while Total Expenses show an upward trend over the period from FY2008 

to FY2014.18 This situation not only results in increasing the Authority’s Net Position 

Deficit, but also in constraining its ability for daily operations, creating a push for 

additional increases in electricity tariff rates to customers, and seriously constraining 

its capacity to access financial markets to sell Revenues Bonds. Indeed, the ability of any 

corporation (public or private) to issue this kind of bonds rest on its ability to pay their 

debt service, implying that it must exhibit a clear ability to show net income on a 

consistent basis. That PREPA closed all its operating years in deficit raises serious 

questions about how and why it had been able to issue Revenue Bonds, and it is a strong 

argument in favor of auditing this debt. It also points out the necessity to closely 

evaluate PREPA’s operational and administrative practices. 

 

 

 

 

 
16 It should be noted that these deficits occur in spite of the fact that the Authority has not been paying 
its debts since 2014. [See: Ricardo Cortés Chico and Joanisabel González, “Reestructuración de la AEE, 
Gobernadora respalda el retraso”, El Nuevo Día, 18 de diciembre de 2019, p. 21.] 
 
17 It is to expect that operational deficits and cash flow insufficiencies are going to be aggravated because 
of January 2020 tremors and the present COVID-19 pandemic. The consequences of the latter 
phenomenon are not expected to be short lived, because necessary social isolation measures are going 
to have long term effects on economic activity, and, probably, even on the structure of the economy. 
 
18 That expenses tend to increase over time, while revenues decline raises a red flag with regard to the 
ability of the administration to run an efficient operation. Albeit this report is constrained to analyze 
PREPA’s financial sustainability after the proposed RSA, its problems might well not be limited to the 
financial area, but it also may include faulty administration. 
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Table 1a,b      

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION (In millions $) 

Fiscal year Revenues Expenses 
Net 

Income Contributed Capital 
Change in Net 

Position 

2008       4,376.4        4,702.6  -326.2 39.0 -287.7 

2009       4,011.3        4,179.7  -168.4 15.6 -152.8 

2010       4,173.8        4,376.3  -202.5 65.6 -136.9 

2011       4,412.0        4,701.7  -289.7 13.6 -276.1 

2012       5,053.3        5,441.1  -387.8 37.5 -350.3 

2013       4,851.8        5,166.6  -314.8 32.0 -282.8 

2014       4,679.4        5,000.0  -320.6 45.0 -275.6 

2015       4,114.0        4,454.1  -340.1 19.9 -320.1 

2016       3,237.0        3,622.8  -385.8 8.2 -377.6 

2017       3,403.6        3,611.0  -207.4 7.3 -200.1 

2018       2,886.2        3,258.6  -372.4 1.2 -371.3 

2019       3,484.4        3,634.5  -150.1 3.1 -147.0 

2020c       1,807.6        2,000.5  -192.9 0.5 -192.4 

aData in this table does not coincide with the one in Table 5. They come from different 

sources. The source in Table 1 is PREPA Monthly Report to the Governing Board, while   
in Table 5 is the Audited Financial Reports. No explanation was found for these discrepancies. 
b As part of the Monthly Report to the Governing Board, the statements of revenues, expenses 

and changes in net position presents the values for the current and previous fiscal years.  

Significative differences in reported values happens from one year to the next. For that reason,  

Table 1 reports the value informed for the previous year, when possible, under the assumption  

that it is a revised, and more accurate figure. 

c Until December 2019. 
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Diagram 1 
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Base scenarios: Proposed Puerto Rico Integrated Resource Plan 

 

This section of the report analyzes the sustainability of PREPA’s finances under the 

assumption that it will try to undertake the capital investments outlined in the 

Integrated Resource Plan (IRP), utilizing between 45% to 90% of reconstruction funds 

from FEMA and other federal agencies. Scenarios differs in terms of the assumed 

contribution reconstruction funds in financing required investments. Also, scenarios 

were designed under the possibilities that PREPA privatizes generation plants, or it 
retains ownership of these assets. 

Important to note is that, as previously mention on this report, the framework on which 

the RSA is based considers that restructured Revenue Bonds debt will be assumed by a 

separate legal entity, through the issue of securitization bonds, whose sole purpose is 

to assume the restructured revenue bonds debt and pay the same. Within the RSA, the 

restructured debt could not be considered part of PREPA’s debt, although the payment 

of this debt is going to be financed through a charge to PREPA consumers, known as 

Transition Charge19. However, from an operational point of view it is significant 

important to consider the overall effect of PREPA’s debt restructuring, since the debt 
will be paid by PREPA consumers, depending on the ability of PREPA to sell electricity.  

The resulting eight scenarios are reported on Appendix 4 to this report, while Table 2 
informs the computed Debt to Assets Ratios (D/A) for each scenario. 

The basic assumptions are: 

1. Required investments are those outlined in PREPA’s Integrated Resources Plan. 

 

2. New required investments are going to be financed through new debt, with a 30 

years maturity and paying a tax exempted interest rate of 5.25%, similar to the 

securitized bonds under the proposed RSA. 

 

3. New debt to be issued each year is assumed to be equal to yearly value of 

required new investment plus 6% to cover for issuing new debt. 

 

4. Total assets for each year are equal to PREPA’s total assets as of December 31, 

2019 plus depreciated value of new capital investments. It should be noted that 

total assets are overvalued because the value of generation plants and 

transmission and distribution grid is assumed constant over the simulation 

period, i.e., no depreciation is computed to capital assets existing on December 

31, 2019.  

 
19 In addition, and due to the current health and economic crisis, for analysis purposes, it would be 
prudent to consider the possibility that the restructured Revenue Bonds debt could be reduced further 
or discarded. 
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5. New capital assets are not depreciated at the year of investment. Afterward they 

are depreciated at an annual rate of 5%. 

 

6. Scenarios I, I-A, II and II-A assume that PREPA will continue owning and 

operating new energy generation facilities. In these simulations PREPA will 

assume the cost of financing the construction of these facilities, and they will 

become assets for the Authority. 

 

7. Scenarios III, III-A, IV and IV-A assume that all new generation plants and 

facilities are going to be privatized. Under this assumption, PREPA will not incur 

in any development cost for such facilities and the new assets will not owned by 

the Authority. 

 

8. Scenarios I and III assumed that FEMA and other federal entities are going to pay 

for 90% of all required investments. PREPA customers are going to pay for the 

remaining investment costs.  

 

9. Scenarios II and IV assumed that FEMA and other federal entities are going to 

pay for 45% of all required investments.  

 

10. Scenarios with an “A” suffix or No Debt (ND) Scenarios are based on the 

assumption that noncurrent liabilities resulting from the restructured debt will 

not be considered PREPA’s debt20.  

 

11. It is assumed that fiscal year 2020 is the first year for the implementation of the 

RSA and the Integrated Resources Plan. 

The results from the analysis, as reported on Table 2, indicate that financial solvency 

parameters of PREPA only are shown in the questionable scenario where the full 

restructured Revenue Bonds debt is not considered a liability for PREPA. That scenario 

has the following characteristics: 

 
20 As previously stated, this is by presuming that Restructured Revenue Bond debt will not be considered 
a debt of PREPA as it is assumed by a new legal entity through the issue of securitized bonds, or, for 
analysis purposes, that within the present bankruptcy proceedings, and considering the current health 
and economic crisis, PREPA’s  Restructured Revenue Bonds debt would be discarded.  In the case that 
PREPA restructured debt is assumed by a new legal entity, it is important to consider that even in that 
scenario PREPA’s restructured debt to bondholders would be paid by PREPA customers by means of the 
Transition Charge.  
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1. Restructured Revenue Bonds debt, as proposed in the RSA is not considered a 

liability for PREPA 21.   

2. FEMA and other federal government agencies finance 90% of required 

investments. If federal agencies only finances 45% of total investment, then 

PREPA’s financial position after the RSA would reflect a Debt to Assets Ratio 

(D/A) of near insolvency parameters in the sense that resulting D/A ratios will 

show values well above the corresponding ratios for similar electric power 

companies in the United States. 

 

3. As a result of bankruptcy procedures, PREPA’s total unsecured debt is reduced 

by at least 50%. 

 

4. New bonds, to be issued by PREPA to finance new investments in the proposed 

IRP, will pay an interest rate that does not exceed 5.25%. 

On the scenarios that the PREPA restructured Revenue Bonds debt is considered as a 

liability, even when including massive amounts of FEMA restructuring funds ranging 
from 45% to 90% of reconstruction cost, PREPA remained with insolvency or near 

insolvency parameters in all cases, Scenarios I, II, III and IV.  

It should also be noted that PREPA’s financial position is better if it retains ownership 

of new generation plants, instead of privatizing them; in consequence, at least from a 

financial point of view, there is no argument to favor privatization of new generation 

plants. Arguments in favor of privatization, if any, should come from different sources.22   

This can also point towards the public ownership of generation assets and the 

possibility of contracting the management of such assets, if some kind of privatization 
wants to be pursued.

 
21 As in previous note, this is by presuming that Restructured Revenue Bond debt will be assumed by a 
new legal entity through the issue of securitized bonds, or, for analysis purposes, that within the 
bankruptcy proceedings, and under current circumstances, PREPA’s restructured Revenue Bonds debt 
would be discarded.  Important to note is that when considering that PREPA’s debt is assumed by a third-
party institution, this third-party institution could be viewed as a legal fiction that provides a way to hide 
insolvency of PREPA, since PREPA customers will continue to pay, through increased electricity tariffs, 
for the restructured debt.  
 
22 The analysis does not consider the consequences of privatization on electricity tariffs to be paid by 
consumers. Given the relevance of electric energy overall economic activities, the effects of different 
choices over the costs to be charged to customers is a relevant variable to be carefully and objectively 
considered before making any final decision over ownership and operation of generation assets. 
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Table 2        

Debt to Assets Ratios (D/A) under Different Scenarios based on the IRP 

  PREPA Retains Ownership of New Generation Plants PREPA Privatizes All New Generation Plants 

  
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 

Fiscal 
Year 

Scenario I 

Scenario I-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario II 

Scenario II-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario III 

Scenario III-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario IV 

Scenario IV-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

1 1.53 0.89 1.53 0.89 1.54 0.89 1.54 0.89 

2 1.39 0.81 1.42 0.84 1.49 0.86 1.49 0.86 

3 1.18 0.69 1.29 0.80 1.43 0.83 1.45 0.85 

4 0.87 0.53 1.08 0.73 1.04 0.62 1.19 0.77 

5 0.85 0.51 1.08 0.74 1.03 0.61 1.19 0.77 

6 0.82 0.50 1.07 0.75 0.98 0.58 1.16 0.77 

7 0.75 0.46 1.03 0.74 0.97 0.58 1.16 0.78 

8 0.75 0.46 1.04 0.75 0.95 0.57 1.16 0.78 

9 0.75 0.46 1.05 0.77 0.93 0.56 1.16 0.79 

10 0.76 0.47 1.07 0.78 0.93 0.56 1.17 0.80 

Source: Appendix 4        
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Base scenarios: Proposed Puerto Rico Grid Modernization Plan 

 

While the previous section assumed that PREPA is going to implement the investment 

outlined in the IRP, this section of the report analyzes the sustainability of PREPA’s 

finances under the assumption that it will try to undertake the capital investments 

outlined in the Puerto Rico Grid Modernization Plan (GMP). As before, scenarios differ 

in terms of the assumed contribution of FEMA and other federal agencies in financing 

required investments, and if the proposed privatization of electricity generation is 

going to take place. Another important point is that per the RSA, the restructured 

Revenue Bonds debt is considered to be part of a separate legal entity and could not be 

considered PREPA’s debt, although, as previously stated, the service of this debt will be 

paid through a charge to PREPA consumers, known as Transition Charge23. 

Notwithstanding from an operational point of view, it is pertinent to consider the effect 

of PREPA’s debt restructuring. The resulting eight scenarios are reported on Appendix 

5 to this report, while Table 3 informs the computed Debt to Assets Ratios (D/A) for 

each scenario. 

The basic assumptions are: 

1. Required investments are those outlined in PREPA’s GMP. 

 

2. New required investments are going to be financed through new debt, with a 30 

years maturity and paying a tax exempted interest rate of 5.25%, similar to the 

securitized bonds under the proposed RSA. 

 

3. New debt to be issued each year is assumed to be equal to yearly value of 

required new investment plus 6% to cover costs to be incurred in the issuing of 

new debt. 

 

4. Total assets for each year are equal to PREPA’s total assets as of December 31, 

2019 plus depreciated value of new capital investments. It should be noted that 

total assets are overvalued because the value of generation plants and 

transmission and distribution grid is assumed constant over the simulation 

period, i.e., no depreciation is computed to capital assets existing as of December 

31, 2019.  

 

 
23   As in the IRP, due to the current health and economic crisis, for analysis purposes, it would be prudent 
to consider the possibility that the restructured Revenue Bonds debt could be reduced further or 
discarded. 
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5. New capital assets are not depreciated at the year of investment. Afterward they 

are depreciated at an annual rate of 5%. 

 

6. Scenarios V, V-A, VI and VI-A assume that PREPA will continue owning and 

operating new energy generation facilities. In these simulations PREPA will 

assume the cost of financing the construction of these facilities, and they will 

become assets of the Authority. 

 

7. Scenarios VII, VII-A, VIII and VIII-A assume that all new generation plants and 

facilities are going to be privatized. Under this assumption, PREPA will not incur 

in any development cost for such facilities and new assets will not be owned by 

the Authority. 

 

8. Scenarios V and VII assume that FEMA and other federal entities are going to pay 

for 90% of all required investments. PREPA customers are going to pay for the 

remaining investment costs. PREPA customers are going to pay for the 

remaining investment costs.  

 

9. Scenarios VI and VIII assume that FEMA and other federal entities are going to 

pay for 45% of all required investments.  

 

10. Scenarios with an “A” suffix or No Debt (ND) Scenarios are based on the 

assumption RSA that noncurrent liabilities resulting from the restructured 

Revenue Bonds debt will not be considered PREPA’s debt24.  

 

11. It is assumed that fiscal year 2020 is the first year for the implementation of the 

RSA and the Integrated Resources Plan. 

 

As in the IRP case, the results from the analysis, as reported on Table 3, indicate 

financial solvency parameters of PREPA only are shown in the questionable scenario 

where the full restructured Revenue Bonds debt is not considered a liability for PREPA. 

That scenario has the following characteristics: 

 
24 As in the Integrated Resource Plan, this is by presuming that restructured Revenue Bond debt will not 
be considered a debt of PREPA as it is assumed by a new legal entity through the issue of securitized 
bonds, or, for analysis purposes, that within the present bankruptcy proceedings, and considering the 
current health and economic crisis, PREPA’s  restructured Revenue Bonds debt would be discarded. In 
the case that PREPA restructured debt is assumed by a new legal entity, it is important to consider that 
even in that scenario PREPA’s restructured debt to bondholders would be paid by PREPA customers by 
means of the Transition Charge.  
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1. Restructured Revenue Bonds debt, as proposed in the RSA is not considered a 
liability for PREPA 25.   

2. FEMA and other federal government agencies finance 90% of required 

investments. If federal agencies only finances 45% of total investment, then 

PREPA’s financial position after the RSA would reflect a Debt to Assets Ratio 

(D/A) of near insolvency parameters in the sense that resulting D/A ratios will 

show values well above the corresponding ratios for similar electric power 

companies in the United States. 

 

3. As a result of bankruptcy procedures, PREPA’s total unsecured debt is reduced 

by at least 50%. 

 

4. New bonds, to be issued by PREPA to finance new investments in the proposed 
IRP, will pay an interest rate that does not exceed 5.25%. 

On the scenarios that the PREPA restructured Revenue Bonds debt is considered as a 

liability, even when including massive amounts of FEMA restructuring funds ranging 
from 45% to 90% of reconstruction cost, PREPA remained with insolvency or near 

insolvency parameters in all cases, Scenarios V, VI, VII and VIII.  

Also, similar than on the IRP analysis, it should be noted that PREPA’s financial position 

is better if it retains ownership of new generation plants, instead of privatizing them; 

in consequence, at least from a financial point of view, there is no argument to favor 

privatization of new generation plants. Arguments in favor of privatization, if any, 

should come from different sources.    This can also point towards the public ownership 

of generation assets and the possibility of contracting the management of such assets, 

if some kind of privatization wants to be pursued. 

 

 
25 As in previous note on the IRP section, this is by presuming that restructured Revenue Bond debt will 
be assumed by a new legal entity through the issue of securitized bonds, or , for analysis purposes, that 
within the bankruptcy proceedings, and under current circumstances, PREPA’s restructured Revenue 
Bonds debt would be discarded.  Important to note is that when considering that PREPA’s debt is assumed 
by a third-party institution, this third-party institution could be viewed as a legal fiction that provides a 
way to hide insolvency of PREPA, since PREPA customers will continue to pay, through increased 
electricity tariffs, for the restructured debt.  
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Table 3        

Debt to Assets Ratios (D/A) under Different Scenarios based on the Grid Modernization Plan 

  PREPA Retains Ownership of New Generation Plants PREPA Privatizes All New Generation Plants 

  
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 

Fiscal 
Year 

Scenario V 

Scenario V-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario VI 

Scenario VI-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario VII 

Scenario VII-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

Scenario VIII 

Scenario VIII-A  
(ND) 

Restructured 
Debt Not  

Considered as a 
PREPA Liability 

1 1.53 0.89 1.53 0.89 1.54 0.89 1.54 0.89 

2 1.39 0.81 1.42 0.84 1.54 0.86 1.49 0.86 

3 1.18 0.69 1.29 0.80 1.48 0.83 1.45 0.85 

4 0.77 0.47 1.01 0.71 0.92 0.54 1.09 0.73 

5 0.76 0.46 1.02 0.72 0.92 0.54 1.10 0.75 

6 0.70 0.43 0.99 0.72 0.82 0.48 1.05 0.73 

7 0.63 0.40 0.95 0.72 0.80 0.47 1.04 0.74 

8 0.63 0.40 0.97 0.73 0.79 0.47 1.04 0.75 

9 0.64 0.40 0.99 0.75 0.78 0.47 1.05 0.76 

10 0.65 0.41 1.01 0.77 0.79 0.47 1.07 0.78 

Source: Appendix 5        
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A Note About PREPA’s Outstanding Revenue Bonds 
 

Before concluding this report, it is pertinent to briefly evaluate PREPA’s outstanding 

Revenue Bonds debt subject to the RSA, and its financial position at the time of the 

emission of this debt. The evaluation consists in analyzing PREPA’s financial position, 

its Debt to Assets Ratios and its Net Income for fiscal years 2006 to 2016, as reported 

in PREPA’s audited financial statements. This analysis will show the financial capacity 

of PREPA to issue debt. In the first place, any enterprise should be financially solvent to 

incur in debt, which means that the value of its assets should exceed the value of its 

liabilities. Secondly, debt is guaranteed by the operational capacity of the Authority to 

generate enough revenue to cover its operational costs and the debt service, its capacity 

to issue Revenue Bonds is based on its ability to consistently show nonnegative Net 

Income.  

This section of the report considers the values for these two variables – i.e., D/A ratios 

and Net Income – in fiscal years 2006 to 2016, and contrast the resulting values with 
the emissions of different bond issues. 

 Table 4 informs the outstanding debt in revenue bonds, as reported in the Audited 

Financial Statements for fiscal year ended June 30, 2016.26  

From Table 527 it can be seen that, from Fiscal Year 2006 to 2010, total liabilities 

amounted to almost the value of total assets, and from 2011 to 2016, the value of 

PREPA’s liabilities exceeds the value of its assets. This means that, between Fiscal Years 

2006 to 2010 PREPA was in the verge of financial insolvency, and from Fiscal Year 2011 

PREPA was insolvent. Furthermore, PREPA has shown negative Net Income since Fiscal 

Year 2011, meaning that it didn’t had the capacity to cover its operation costs and debt 

service. It is unclear how, given these conditions, PREPA was able to issue Revenue 

Bonds. The debt issued after FY2011 amounts to $1,678 million, or 20.1% of total 

outstanding Revenue Bonds debt. This brief analysis strongly suggests that PREPA’s 

debt should be carefully audited before engaging in any debt restructuring, because it 
might well be that all or part of the debt was illegally issued. 

 
26 Op. cit.   
 
27Revenues, expenditures and net income data in Table 5 is not consistent with analogous data in Table 
1. See notes at the end of both tables for explanations of the differences. 
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Table 4     

PREPA's Revenue Bonds Outstanding at June 30, 2016 

(Thousand dollars) 

Bond Issues Date of Issue 

Effective 
Interest 

Rate 

Fiscal Year of 
Last 

Scheduled 
Maturity 

Outstanding 
Principal 

Issue of 2002, Series JJ January 3, 2002 5.4 2018 42,315 

Issue of 2002, Series LL July 2, 2002 5.5 2019 77,905 

Issue of 2002, Series MM October 3, 2002 5.0 2023 56,200 

Issue of 2003, Series NN August 19, 2003 5.2 2033 171,525 

Issue of 2004, Series PP August 26, 2004 5.0 2025 84,765 

Issue of 2005, Series QQ April 4, 2005 5.5 2018 35,340 

Issue of 2005, Series RR April 4, 2005 5.0 2028 236,265 

Issue of 2005, Series SS April 4, 2005 5.0 2030 332,205 

Issue of 2007, Series TT May 3, 2007 5.0 2037 643,530 

Issue of 2007, Series UU May 3, 2007 4.0 2031 745,070 

Issue of 2007, Series VV May 3, 2007 5.3 2035 557,410 

Issue of 2008, Series WW June 26, 2008 5.4 2038 610,140 

Issue of 2010, Series XX April 7, 2010 5.3 2040 822,210 

Issue of 2010, Series YY April 29, 2010 6.1 2040 320,175 

Issue of 2010, Series ZZ May 5, 2010 5.1 2028 514,900 

Issue of 2010, Series AAA May 5, 2010 5.3 2031 363,075 

Issue of 2010, Series BBB May 26, 2010 5.4 2028 76,800 

Issue of 2010, Series CCC May 26, 2010 5.1 2028 316,920 

Issue of 2010, Series DDD October 14, 2010 4.5 2024 218,225 

Issue of 2010, Series EEE December 29, 2010 6.1 2040 355,730 

Issue of 2012, Series A May 1, 2012 5.0 2042 630,110 

Issue of 2013, Series A August 21, 2013 6.9 2043 673,145 

Issue of 2016, Series A May 19, 2016 10.0 2019 55,640 

Issue of 2016, Series B June 22, 2016 10.0 2019 55,211 

Issue of 2016, Series C June 30, 2016 5.4 2019 104,600 

Issue of 2016, Series D June 30, 2016 7.5 2020 64,375 

Issue of 2016, Series E June 30, 2016 10.0 2022 94,826 

Total principal amount face value   8,258,612 

Unamortized premiums and discounts   108,141 

       

Power revenue bonds, net       8,366,753 

Source: PREPA's Audited Financial Report ending June 30, 2016   
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Table 5 and Diagram 3 show PREPA’s reported Net Income in fiscal years 2006to 2016. 

Table 5a. b       

A Summary of PREPA's Financial Outlook: Fiscal Years 2006 to 2016 (Thousand Dollars) 

Fiscal Year Total Assets 
Total 

Liabilities D/A 
Total 

Revenues 
Total 

Expenses 

Net Income 
(not 

including 
contributions 

in lieu of 
taxes and 

capital 
contribution) 

2006 $ 7,418,111 $ 6,906,927 0.93 $ 3,740,557 $ 3,599,806 $ 140,751 

2007 $ 8,241,690 $ 7,770,282 0.94 $ 3,701,332 $ 3,605,654 $ 95,678 

2008 $ 9,231,596 $ 9,044,914 0.98 $ 4,388,083 $ 4,493,412 -$ 105,329 

2009 $ 9,078,913 $ 8,846,274 0.97 $ 4,028,039 $ 3,976,655 $ 51,384 

2010 $ 9,287,554 $ 9,184,621 0.99 $ 4,182,653 $ 4,170,049 $ 12,604 

2011 $ 9,932,345 $ 10,101,840 1.02 $ 4,427,084 $ 4,466,331 -$ 39,247 

2012 $ 10,301,757 $ 10,876,879 1.06 $ 5,070,838 $ 5,169,893 -$ 99,055 

2013 $ 10,193,722 $ 11,040,917 1.08 $ 4,869,345 $ 4,875,846 -$ 6,501 

2014 $ 10,479,171 $ 11,746,176 1.12 $ 4,490,079 $ 4,677,072 -$ 186,993 

2015 $ 11,618,054 $ 15,672,994 1.35 $ 3,909,721 $ 4,801,615 -$ 891,894 

2016 $ 9,590,670 $ 14,428,736 1.50 $ 3,039,208 $ 4,135,149 -$ 1,095,941 

aData in this table does not coincide with the one in Table 1. They come from different 

sources. The source in Table 1 is PREPA Monthly Report to the Governing Board, while  

in Table 5 is the Audited Financial Reports. No explanation was found for these discrepancies. 
b  As indicated in Table 1 footnotes,  within the Monthly Report to the Governing Board significant  

differences are shown in reported values for current and previous fiscal years. Audited financial 

statements also tend to show inconsistencies over the years, for example, see reports for years 2011  

and 2012, and 2013 and 2014. 



Page 25 of 57 
 

 

Diagram 3 

 

Conclusions 
 

The purpose of this report was to evaluate how the proposed PREPA’s Debt 

Restructuring Agreement (RSA) results in a sustainable financial position for PREPA, if 

it is implemented as proposed during current PROMESA court proceedings and 

approved by the Financial Oversight and Management Board (FOMB) PREPA and 

AAFAF. This analysis is quite relevant.  

As discussed early on this report, within current conditions, PREPA would remain 

under insolvency parameters even when the full restructured Revenue Bond debt is not 

considered as PREPA’s debt. In addition, PREPA is running an old and unstable system 

that urgently requires to be modernized. To update the electric grid, substantive 

amounts of investment are required. Some of these required investments are expected 

to be financed by the US Federal Government, through FEMA and other federal entities, 

and the other part will have to be financed by issuing new debt. In consequence, it is 

pertinent to evaluate if, after the proposed RSA, PREPA is going to have capacity to issue 

new long-term debt, and if so, the effect of this new debt on PREPA’s financial ability to 

maintain a sustainable operation. 

This analysis posits important difficulties, given the uncertainties about PREPA’s 

position and the possible courses of action it can follow in the near future. Different 

scenarios were considered to evaluate expected outcomes under possible courses of 
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action that PREPA could consider. In total 16 scenarios were constructed and analyzed 

over a 10 years period to evaluate PREPA’s financial sustainability under the proposed 

RSA: 

1. In the base scenarios it is assumed that debt related to Revenue Bonds is 

restructured, as proposed in the RSA. 

2. Reductions or haircuts are expected to take place during the bankruptcy 

proceedings for current unsecured debt, but it is uncertain the final amount for 

such reductions. In consequence, it was assumed the uncertainty probability for 
that matter, and current unsecured debt was reduced by half in all scenarios. 

3. The IRP and the GMP have some cost differences among them. Eight scenarios 

were constructed and evaluated assuming that the IRP is adopted, and another 

eight assuming that the IRP will be modified in accordance to the GMP. 

4. Half of the scenarios assume that FEMA and other federal agencies will pay for 

90% of the investment costs detailed in the IRP or in the GMP, while in other 

eight scenarios is assumed that federal government agencies only provides for 
45% of proposed investment costs. 

5. In half of the scenarios it is assumed that debt restructured by the RSA is 

reflected as a liability for PREPA, while in the rest of the scenarios it is assumed 
that it will not be considered a liability of PREPA28. 

6. In eight scenarios it is assumed that PREPA retains ownership of its generation 

assets, while in the other eight it is assumed that electricity generation is 

privatized. 

No matter if what is implemented is the IRP or the GMP, financial solvency parameters 

of PREPA only are shown in the questionable scenario where the full restructured 

Revenue Bonds debt is not considered a liability for PREPA. That scenario has two main 
characteristics: 

1. Restructured Revenue Bonds debt, as proposed in the RSA is not considered a 
liability for PREPA 29.   

 
28 As previous indicated within this report, this is by presuming that restructured Revenue Bond debt 
will be assumed by a new legal entity through the issue of securitized bonds, or that within the 
bankruptcy proceedings, and under current heath and economic crisis, PREPA’s restructured Revenue 
Bonds debt would be discarded. 
  
29 As previously indicated on the report, this is by presuming that restructured Revenue Bond debt will 
be assumed by a new legal entity through the issue of securitized bonds, or, for analysis purposes, that 
within the bankruptcy proceedings, and under current circumstances, PREPA’s restructured Revenue 
Bonds debt would be discarded.  Important to note is that when considering that PREPA’s debt is 
assumed by a third-party institution, this third-party institution could be viewed as a legal fiction that 
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2. FEMA and other federal government agencies finance 90% of required 

investments. If federal agencies only finances 45% of total investment, then 

PREPA’s financial position after the RSA would reflect a Debt to Assets Ratio 

(D/A) of near insolvency parameters in the sense that resulting D/A ratios will 

show values well above the corresponding ratios for similar electric power 

companies in the United States. 

 

On the scenarios that the PREPA restructured Revenue Bonds debt is considered, even 

when including massive amounts of FEMA restructuring funds ranging from 45% to 
90% of reconstruction cost, PREPA remained insolvent or near insolvency parameters 

in all cases, Scenarios I trough VIII. This points towards the high value of PREPA’s debt 

with liabilities of $17,692 million. In fact, PREPA’s net position (difference between 

liabilities and assets) for December 2019 reflected a deficit of $7,750 million30. 

 

PREPA’s insolvency and financial problems go beyond the solution proposes on the 

RSA. As proposed on the previous report, PREPA’s Debt to Asset (D/A) ratio needs to 

be brought down to national parameters of 0.56. This requires substantial changes and 

adjustment beyond the debt addressed on the RSA.   

 

If it is assumed that all debt resulting from Power Revenue Bonds is removed, PREPA 

would still have a debt of $9,433 million, the D/A ratio will still be near insolvency on 

0.95.  If an affordable D/A ratio of 0.56 is applied to PREPA’s total assets, based in 

current values, PREPA could afford to pay up to $5,567 million in restructured debt, 

without compromising its finances and operations. Debt restructuring of PREPA needs 

to be real to be sustainable. PREPA should also take advantage of federal reconstruction 

funds for the reconstruction of its infrastructure but, should also consider a 

comprehensive debt restructuring process. PREPA’s existing debt levels requires both 

efforts to achieve sustainability. 

 

It must be recalled that issuing restructured debt by a third-party entity through 

securitization bonds is a common legal practice that, when used properly, it brings 

benefits to the utility. However, this is not case of the proposed RSA. What draws the 

attention is that PREPA customers will still continue paying the restructured debt in 

their monthly bills by means of a Transition Charge, while such debt could not be 

reflected on the utility, and PREPA’s financial and insolvency problems remain. From 

an economic point of view, the restructured debt continues to be a burden to PREPA 

 
provides a way to hide insolvency of PREPA, since PREPA customers will continue to pay, through 
increased electricity tariffs, for the restructured debt.  
 
30   PREPA monthly Report to the Governing Board for December 2019. https://aeepr.com/es-
pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf 
 

https://aeepr.com/es-pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf
https://aeepr.com/es-pr/investors/FinancialInformation/Monthly%20Reports/2019/December%202019.pdf


Page 28 of 57 
 

customers, who include everybody in the economy. It should also be noted that neither 

the FOMB or the PR Government have made public any study on the consequences of 

expected increased electricity on local economic activity. 

Another interesting finding of the analysis in this report is that scenarios where PREPA 

retains ownership of generation assets tend to be financially better than those were 

these assets are privatized. Thus, there is no financial justification to privatize assets, 

i.e., PREPA’s finances are not more sustainable under privatization. This can also point 

towards the public ownership of generation assets and the possibility of contracting the 

management of such assets, if some kind of privatization wants to be pursued. 

This report also considered PREPA’s financial performance from FY 2008, finding that 

it showed operational deficits from that year to the present.31 These deficits began long 

before extraordinary expenses due to hurricanes Irma and María, and after PREPA 

stopped paying for its debt service. This raises a red flag, in terms that PREPA not only 

have a financial problem, but also an operational one. Therefore, the restructured debt 

is sustainable if, and only if, PREPA is able to operate as an efficient electric utility after 

the implementation of a sustainable debt restructuring. Analysis, public discussion and 

government policies must be expanded to include an evaluation of PREPA’s operational 

performance and how to improve it, as well as its administrative practices and seriously 
consider to audit this debt. 

The report also briefly evaluated PREPA’s outstanding Revenue Bonds debt subject to 

the RSA, and its financial position at the time of the emission of this debt.32 It was found 

that all outstanding Revenue Bonds debt was issued between fiscal years 2002 and 

2016. It resulted that in all years after 200633 PREPA was either in the border of 

financial insolvency or insolvent, and that since fiscal year 2011 it always showed an 

operational deficit, meaning that the utility did not had the capacity to cover its 

operational costs and the service of its debt. This clearly suggests that PREPA’s Revenue 
Bonds debt should be audited before any restructuring is proposed. 

Given the analysis in this report, the proposed RSA must be rejected and a new debt 

restructuring plan must be developed. The new plan must guarantee that the electric 

power utility must be able to attain financing for its required capital investments and 

operate in an efficient way. To reach this necessary targets it is required: (1) in the short 

run, PREPA D/A ratio must be equal or less than the national norm of comparable 

electric power utilities; (2) electricity rates to be paid by PREPA’s costumers – after 

covering restructured debt service, operational costs and service of debt to be incurred 

 
31 As reported in PREPA’s Monthly Reports to the Governing Board published in the utility’s web page. 
 
32 As reported in PREPA’s Audited Financial Statements. It is noted the existence of discrepancies 
between reported data in Monthly Reports to the Governing Board and in Audited Financial Statements. 
 
33 No data was found for FY2002 to FY2005. 
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in financing new required capital investment – do not exceed a threshold that will 

induce reductions in electricity consumption  that will bring PREPA to a new 

bankruptcy situation.  

 

Finally, the world health crisis of the Coronavirus cannot be ignored. This brings 

additional pressure towards the utility (PREPA) with possible effects on all customer 

classes.  Electricity demand is being directly affected by the closing of business and the 

ability of many residential consumers to pay their electricity bill is questionable.  This 

suggests that the effects of this crisis on PREPA’s finances will not be unnoticeable, but 

rather it will affect its capacity to pay its debt, and even its operational capabilities, 

under current administrative practices. The consequences of this phenomenon are not 

expected to be short lived, because necessary social isolation measures are going to 

have long term effects on economic activity, and, probably, even on the structure of the 

economy, depending upon the final extend of social isolation and the policies that 

government finally adopts to  promote growth, efficiency and equity in the economy. In 

consequence, it is clear that the effects of this crisis, on PREPA’s finances and its 

capacity to pay its debt, should be considered as part of a new restructuring plan. 
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Appendix 1 – PREPA: Statement of Net Position: June 30, 2016 

(In Thousands) 
Source: BDO Puerto Rico, PSC, Puerto Rico Electric Power Authority, Independent 

Auditors’ Report, Audited Financial Statements, Required Supplementary Information 

and Supplemental Schedules for the year ended June 30, 2016, pp. 14-15 
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Appendix 2 – PREPA: Statement of Net Position: December 31, 

2019 (In Thousands) 
Source: PREPA, Monthly Report to the Governing Board, December 31, 2019 
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Appendix 3 – Investment requirements: Integrated Resource Plan and Grid Modernization Plan 
 

Required investments: Integrated Resource Plan 

 

    Based in 2018 IRP       
Project 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Totals Source 

Solar Photovoltaics   $452.00 $686.00 $848.00 $586.00           $2,572.00 Exhibit  10-6 
Battery Energy Storage $49.00 $211.00 $594.00 $74.00             $928.00 Exhibit  10-6 
San Juan 10 Sync. Cond.       $9.00             $9.00 Exhibit  10-6 
San Juan 9 Sync. Cond.         $9.00           $9.00 Exhibit  10-6 
Palo Seco CCGT             $293.00       $293.00 Section 10.1.5 
Costa Sur CCGT             $293.00       $293.00 Section 10.1.5 
Mobile GTs     $433.00               $433.00 Exhibit  10-6 
San Juan Land-Based LNG             $472.00       $472.00 Section 10.1.6 
Yabucoa Ship-Based LNG             $285.00       $285.00 Section 10.1.7 
Yabucoa CCGT             $293.00       $293.00 Section 10.1.7 
Mayagüez Ship-Based LNG             $215.00       $215.00 Section 10.1.7 
Mayagüez Peaker Gas Conversion             $5.00       $5.00 Section 10.1.7 
Mayagüez CCGT             $293.00       $293.00 Section 10.1.7 
115 KV Mini Grid Trans. Investment.       $2,047.70   $322.20   $213.50 $138.30 $86.40 $2,808.10 Exhibit 10-7 
38 KV Mini Grid Trans. Investment.       $1,820.60   $619.40   $312.60 $205.10 $89.20 $3,046.90 Exhibit 10-9 
Transmission Reliability Investment     $383.10   $408.10   $359.80   $448.60 $279.80 $1,879.40 Exhibit 10-11 
Distribution Investment       $449.06   $266.99 $140.86 $54.57     $911.48 Exhibit 10-19 
Total $49 $663 $2,096 $5,248 $1,003 $1,209 $2,650 $581 $792 $455 $14,746   

Total for All Projects $14,746            

 

Note: This table is a summary of the costs presented in the Integrated Resource Plan (IRP) of the Puerto Rico Electric Power Authority (PREPA) dated June 7, 2019.  
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Required investments: Grid Modernization Plan 

 
 

   Including Grid Mod Plan      

Project 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Totals 

Solar Photovoltaics   $452.00 $686.00 $848.00 $586.00           $2,572.00 

Battery Energy Storage $49.00 $211.00 $594.00 $74.00             $928.00 

San Juan 10 Sync. Cond.       $9.00             $9.00 

San Juan 9 Sync. Cond.         $9.00           $9.00 

Palo Seco CCGT             $293.00       $293.00 

Costa Sur CCGT             $293.00       $293.00 

Mobile GTs     $433.00               $433.00 

San Juan Land-Based LNG             $472.00       $472.00 

Yabucoa Ship-Based LNG             $285.00       $285.00 

Yabucoa CCGT             $293.00       $293.00 

Mayagüez Ship-Based LNG             $215.00       $215.00 

Mayagüez Peaker Gas Conversion             $5.00       $5.00 

Mayagüez CCGT             $293.00       $293.00 

115 KV Mini Grid Trans. Investment.       $2,047.70   $322.20   $213.50 $138.30 $86.40 $2,808.10 

38 KV Mini Grid Trans. Investment.       $1,820.60   $619.40   $312.60 $205.10 $89.20 $3,046.90 

Transmission Reliability Investment     $383.10   $408.10   $359.80   $448.60 $279.80 $1,879.40 

Distribution Investment       $2,808.23   $1,669.64 $880.88 $341.26     $5,700.00 

Other Costs       $394.14   $234.34 $123.63 $47.90     $800.00 

Total $49 $663 $2,096 $8,002 $1,003 $2,846 $3,513 $915 $792 $455 $20,334 

 

Note: This table presents an estimate for cost distribution of the Grid Modernization Plan based on the June 7, 2019  IRP and additional values on “La modernización de la red eléctrica de Puerto 

Rico”, n.d. (2019). PREPA, COR3.  
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Appendix 4 – Scenarios under the assumption that Integrated Resources Plan is adopted 
 

Scenario I          

FEMA pays for 90% of required investment, generation assets are retained and restructured debt is a liability for PREPA     

(In millions 2018 $)         

Fiscal Year Total Investment 10% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 49 $ 5 $ 5 $ 5 $ 15,206 $ 9,889 $49 $ 9,938 1.530 

2 663 $ 66 $ 71 $ 75 $ 14,772 $ 9,889 $ 710 $ 10,598 1.394 

3 2,096 $ 210 $ 281 $ 298 $ 14,987 $ 9,889 $ 2,770 $ 12,659 1.184 

4 5,248 $ 525 $ 806 $ 854 $ 15,525 $ 9,889 $ 7,880 $ 17,768 0.874 

5 1,003 $ 100 $ 906 $ 960 $ 15,628 $ 9,889 $ 8,489 $ 18,377 0.850 

6 1,209 $ 121 $ 1,027 $ 1,088 $ 15,752 $ 9,889 $ 9,273 $ 19,162 0.822 

7 2,650 $ 265 $ 1,292 $ 1,369 $ 16,023 $ 9,889 $ 11,460 $ 21,348 0.751 

8 581 $ 58 $ 1,350 $ 1,431 $ 16,083 $ 9,889 $ 11,468 $ 21,356 0.753 

9 792 $ 79 $ 1,429 $ 1,515 $ 16,164 $ 9,889 $ 11,686 $ 21,575 0.749 

10 455 $ 46 $ 1,475 $ 1,563 $ 16,211 $ 9,889 $ 11,557 $ 21,445 0.756 

Total 14,746 $ 1,475        

1Outstanding debt after RSA, bankruptcy proceedings and required new debt, It is assumed that each year a 1/30 of Total Debt in the previous year is paid    
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Scenario I-A         

FEMA pays for 90% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity     

(In millions 2018 $)         

Fiscal Year Total Investment 10% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 49  $ 5 $ 5 $ 5 $ 8,805 $ 9,889 $49 $ 9,938 0.886 

2 $ 663  $ 66 $ 71 $ 75 $ 8,583 $ 9,889 $ 710 $ 10,598 0.810 

3 $ 2,096  $ 210 $ 281 $ 298 $ 8,797 $ 9,889 $ 2,770 $ 12,659 0.695 

4 $ 5,248  $ 525 $ 806 $ 854 $ 9,335 $ 9,889 $ 7,880 $ 17,768 0.525 

5 $ 1,003  $ 100 $ 906 $ 960 $ 9,438 $ 9,889 $ 8,489 $ 18,377 0.514 

6 $ 1,209  $ 121 $ 1,027 $ 1,088 $ 9,562 $ 9,889 $ 9,273 $ 19,162 0.499 

7 $ 2,650  $ 265 $ 1,292 $ 1,369 $ 9,834 $ 9,889 $ 11,460 $ 21,348 0.461 

8 $ 581  $ 58 $ 1,350 $ 1,431 $ 9,893 $ 9,889 $ 11,468 $ 21,356 0.463 

9 $ 792  $ 79 $ 1,429 $ 1,515 $ 9,974 $ 9,889 $ 11,686 $ 21,575 0.462 

10 $ 455  $ 46 $ 1,475 $ 1,563 $ 10,021 $ 9,889 $ 11,557 $ 21,445 0.467 

Total $ 14,746  $ 1,475               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Scenario II         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability for PREPA     

(In millions 2018 $)         

Fiscal Year Total Investment 55% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total Assets 
[December 

2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 49  $27 $27 $29 $ 15,230 $ 9,889 $49 $ 9,938 1.533 

2 $ 663  $365 $392 $415 $ 15,101 $ 9,889 $ 710 $ 10,598 1.425 

3 $ 2,096  $1,153 $1,544 $1,637 $ 16,282 $ 9,889 $ 2,770 $ 12,659 1.286 

4 $ 5,248  $2,886 $4,431 $4,697 $ 19,241 $ 9,889 $ 7,880 $ 17,768 1.083 

5 $ 1,003  $552 $4,982 $5,281 $ 19,806 $ 9,889 $ 8,489 $ 18,377 1.078 

6 $ 1,209  $665 $5,647 $5,986 $ 20,488 $ 9,889 $ 9,273 $ 19,162 1.069 

7 $ 2,650  $1,458 $7,105 $7,531 $ 21,982 $ 9,889 $ 11,460 $ 21,348 1.030 

8 $ 581  $320 $7,424 $7,870 $ 22,310 $ 9,889 $ 11,468 $ 21,356 1.045 

9 $ 792  $436 $7,860 $8,332 $ 22,756 $ 9,889 $ 11,686 $ 21,575 1.055 

10 $ 455  $250 $8,110 $8,597 $ 23,013 $ 9,889 $ 11,557 $ 21,445 1.073 

Total $14,746 $ 8,110               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     

 

 

  



Page 40 of 57 
 

Scenario II-A         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity     

(In millions 2018 $)         

Fiscal Year Total Investment 55% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 49 $27 $27 $29 $ 8,829 $ 9,889 $49 $ 9,938 0.888 

2 $ 663 $365 $392 $415 $ 8,911 $ 9,889 $ 710 $ 10,598 0.841 

3 $ 2,096 $1,153 $1,544 $1,637 $ 10,093 $ 9,889 $ 2,770 $ 12,659 0.797 

4 $ 5,248 $2,886 $4,431 $4,697 $ 13,051 $ 9,889 $ 7,880 $ 17,768 0.735 

5 $ 1,003 $552 $4,982 $5,281 $ 13,617 $ 9,889 $ 8,489 $ 18,377 0.741 

6 $ 1,209 $665 $5,647 $5,986 $ 14,298 $ 9,889 $ 9,273 $ 19,162 0.746 

7 $ 2,650 $1,458 $7,105 $7,531 $ 15,792 $ 9,889 $ 11,460 $ 21,348 0.740 

8 $ 581 $320 $7,424 $7,870 $ 16,120 $ 9,889 $ 11,468 $ 21,356 0.755 

9 $ 792 $436 $7,860 $8,332 $ 16,566 $ 9,889 $ 11,686 $ 21,575 0.768 

10 $ 455 $250 $8,110 $8,597 $ 16,823 $ 9,889 $ 11,557 $ 21,445 0.784 

Total $14,746 $ 8,110               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Scenario III          

FEMA pays for 90% of required investment, generation assets are privatized and restructured debt is a liability for PREPA      

(In millions 2018 $)          

Fiscal Year Total Investment 10% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A  

1 $ 0 $0 $0 $0 $ 15,201 $ 9,889 $0 $ 9,889 1.537  

2 $ 0 $0 $0 $0 $ 14,699 $ 9,889 $ 0 $ 9,889 1.486  

3 $ 383 $38 $38 $41 $ 14,739 $ 9,889 $ 383 $ 10,272 1.435  

4 $ 4,317 $432 $470 $498 $ 15,181 $ 9,889 $ 4,681 $ 14,570 1.042  

5 $ 408 $41 $511 $541 $ 15,223 $ 9,889 $ 4,855 $ 14,744 1.033  

6 $ 1,209 $121 $632 $670 $ 15,347 $ 9,889 $ 5,821 $ 15,710 0.977  

7 $ 501 $50 $682 $723 $ 15,398 $ 9,889 $ 6,031 $ 15,920 0.967  

8 $ 581 $58 $740 $784 $ 15,458 $ 9,889 $ 6,311 $ 16,199 0.954  

9 $ 792 $79 $819 $868 $ 15,539 $ 9,889 $ 6,787 $ 16,676 0.932  

10 $ 455 $46 $865 $917 $ 15,586 $ 9,889 $ 6,903 $ 16,792 0.928  

Total $8,647 $ 865                

1Outstanding debt after RSA, bankruptcy proceedings and required new debt        
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period     
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment      
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Scenario III-A         

FEMA pays for 90% of required investment, generation assets are privatized and restructured debt is a liability of a third-party entity     

(In millions 2018 $)         

Fiscal Year Total Investment 10% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 0 $0 $0 $0 $ 8,800 $ 9,889 $0 $ 9,889 0.890 

2 $ 0 $0 $0 $0 $ 8,510 $ 9,889 $ 0 $ 9,889 0.861 

3 $ 383 $38 $38 $41 $ 8,549 $ 9,889 $ 383 $ 10,272 0.832 

4 $ 4,317 $432 $470 $498 $ 8,991 $ 9,889 $ 4,681 $ 14,570 0.617 

5 $ 408 $41 $511 $541 $ 9,033 $ 9,889 $ 4,855 $ 14,744 0.613 

6 $ 1,209 $121 $632 $670 $ 9,157 $ 9,889 $ 5,821 $ 15,710 0.583 

7 $ 501 $50 $682 $723 $ 9,208 $ 9,889 $ 6,031 $ 15,920 0.578 

8 $ 581 $58 $740 $784 $ 9,268 $ 9,889 $ 6,311 $ 16,199 0.572 

9 $ 792 $79 $819 $868 $ 9,349 $ 9,889 $ 6,787 $ 16,676 0.561 

10 $ 455 $46 $865 $917 $ 9,396 $ 9,889 $ 6,903 $ 16,792 0.560 

Total $8,647 $ 865               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Scenario IV         

FEMA pays for 45% of required investment, generation assets are privatized and restructured debt is a liability for PREPA     

(In millions 2018 $)         

Fiscal Year Total Investment 55% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 0 $0 $0 $0 $ 15,201 $ 9,889 $0 $ 9,889 1.537 

2 $ 0 $0 $0 $0 $ 14,699 $ 9,889 $ 0 $ 9,889 1.486 

3 $ 383 $211 $211 $223 $ 14,915 $ 9,889 $ 383 $ 10,272 1.452 

4 $ 4,317 $2,374 $2,585 $2,740 $ 17,349 $ 9,889 $ 4,681 $ 14,570 1.191 

5 $ 408 $224 $2,810 $2,978 $ 17,579 $ 9,889 $ 4,855 $ 14,744 1.192 

6 $ 1,209 $665 $3,474 $3,683 $ 18,261 $ 9,889 $ 5,821 $ 15,710 1.162 

7 $ 501 $276 $3,750 $3,975 $ 18,543 $ 9,889 $ 6,031 $ 15,920 1.165 

8 $ 581 $320 $4,070 $4,314 $ 18,871 $ 9,889 $ 6,311 $ 16,199 1.165 

9 $ 792 $436 $4,505 $4,775 $ 19,317 $ 9,889 $ 6,787 $ 16,676 1.158 

10 $ 455 $250 $4,756 $5,041 $ 19,574 $ 9,889 $ 6,903 $ 16,792 1.166 

Total $8,647 $ 4,756               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Scenario IV-A         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity     

(In millions 2018 $)         

Fiscal Year Total Investment 55% Total Investment Accumulated by Year End Required New Debt Total Debt1 

Total 
Assets 

[December 
2019]2 

New 
Capital 
Assets 

Dec./19 
+ New 
Assets3 D/A 

1 $ 0 $0 $0 $0 $ 8,800 $ 9,889 $0 $ 9,889 0.890 

2 $ 0 $0 $0 $0 $ 8,510 $ 9,889 $ 0 $ 9,889 0.861 

3 $ 383 $211 $211 $223 $ 8,726 $ 9,889 $ 383 $ 10,272 0.849 

4 $ 4,317 $2,374 $2,585 $2,740 $ 11,159 $ 9,889 $ 4,681 $ 14,570 0.766 

5 $ 408 $224 $2,810 $2,978 $ 11,389 $ 9,889 $ 4,855 $ 14,744 0.772 

6 $ 1,209 $665 $3,474 $3,683 $ 12,071 $ 9,889 $ 5,821 $ 15,710 0.768 

7 $ 501 $276 $3,750 $3,975 $ 12,353 $ 9,889 $ 6,031 $ 15,920 0.776 

8 $ 581 $320 $4,070 $4,314 $ 12,681 $ 9,889 $ 6,311 $ 16,199 0.783 

9 $ 792 $436 $4,505 $4,775 $ 13,127 $ 9,889 $ 6,787 $ 16,676 0.787 

10 $ 455 $250 $4,756 $5,041 $ 13,384 $ 9,889 $ 6,903 $ 16,792 0.797 

Total $8,647 $ 4,756               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt       
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period    
3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment     
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Appendix 5 – Scenarios under the assumption that Grid Modernization Plan is adopted 
 

Scenario V         

FEMA pays for 90% of required investment, generation assets are retained and restructured debt is a liability for PREPA   

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
10% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $49 $ 5 $ 5 $ 5 $ 15,206 $ 9,889 $49 $ 9,938 1.530 

2 $663 $ 66 $ 71 $ 75 $ 14,772 $ 9,889 $ 710 $ 10,599 1.394 

3 $2,096 $ 210 $ 281 $ 298 $ 14,987 $ 9,889 $ 2,770 $ 12,659 1.184 

4 $8,002 $ 800 $ 1,081 $ 1,146 $ 15,807 $ 9,889 $ 10,633 $ 20,522 0.770 

5 $1,003 $ 100 $ 1,181 $ 1,252 $ 15,910 $ 9,889 $ 11,105 $ 20,994 0.758 

6 $2,846 $ 285 $ 1,466 $ 1,554 $ 16,202 $ 9,889 $ 13,395 $ 23,284 0.696 

7 $3,513 $ 351 $ 1,817 $ 1,926 $ 16,562 $ 9,889 $ 16,239 $ 26,128 0.634 

8 $915 $ 92 $ 1,909 $ 2,023 $ 16,656 $ 9,889 $ 16,342 $ 26,231 0.635 

9 $792 $ 79 $ 1,988 $ 2,107 $ 16,737 $ 9,889 $ 16,317 $ 26,206 0.639 

10 $455 $ 46 $ 2,033 $ 2,155 $ 16,784 $ 9,889 $ 15,956 $ 25,845 0.649 

Total $20,334 $ 2,033               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Scenario V-A         

FEMA pays for 90% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity  

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
10% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $49 $ 5 $ 5 $ 5 $ 8,805 $ 9,889 $49 $ 9,938 0.886 

2 $663 $ 66 $ 71 $ 75 $ 8,583 $ 9,889 $ 710 $ 10,599 0.810 

3 $2,096 $ 210 $ 281 $ 298 $ 8,797 $ 9,889 $ 2,770 $ 12,659 0.695 

4 $8,002 $ 800 $ 1,081 $ 1,146 $ 9,618 $ 9,889 $ 10,633 $ 20,522 0.469 

5 $1,003 $ 100 $ 1,181 $ 1,252 $ 9,720 $ 9,889 $ 11,105 $ 20,994 0.463 

6 $2,846 $ 285 $ 1,466 $ 1,554 $ 10,012 $ 9,889 $ 13,395 $ 23,284 0.430 

7 $3,513 $ 351 $ 1,817 $ 1,926 $ 10,372 $ 9,889 $ 16,239 $ 26,128 0.397 

8 $915 $ 92 $ 1,909 $ 2,023 $ 10,466 $ 9,889 $ 16,342 $ 26,231 0.399 

9 $792 $ 79 $ 1,988 $ 2,107 $ 10,547 $ 9,889 $ 16,317 $ 26,206 0.402 

10 $455 $ 46 $ 2,033 $ 2,155 $ 10,594 $ 9,889 $ 15,956 $ 25,845 0.410 

Total $20,334 $ 2,033               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   

 

  



Page 47 of 57 
 

Scenario VI         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability for PREPA   

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
55% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $49 $27 $27 $29 $ 15,230 $ 9,889 $49 $ 9,938 1.532 

2 $663 $365 $392 $415 $ 15,101 $ 9,889 $ 710 $ 10,599 1.425 

3 $2,096 $1,153 $1,544 $1,637 $ 16,282 $ 9,889 $ 2,770 $ 12,659 1.286 

4 $8,002 $4,401 $5,945 $6,302 $ 20,793 $ 9,889 $ 10,633 $ 20,522 1.013 

5 $1,003 $552 $6,497 $6,887 $ 21,359 $ 9,889 $ 11,105 $ 20,994 1.017 

6 $2,846 $1,565 $8,062 $8,546 $ 22,963 $ 9,889 $ 13,395 $ 23,284 0.986 

7 $3,513 $1,932 $9,994 $10,594 $ 24,944 $ 9,889 $ 16,239 $ 26,128 0.955 

8 $915 $503 $10,498 $11,128 $ 25,460 $ 9,889 $ 16,342 $ 26,231 0.971 

9 $792 $436 $10,933 $11,589 $ 25,906 $ 9,889 $ 16,317 $ 26,206 0.989 

10 $455 $250 $11,184 $11,855 $ 26,163 $ 9,889 $ 15,956 $ 25,845 1.012 

Total $20,334 $ 11,184               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Scenario VI-A         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity  

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
55% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $49 $27 $27 $29 $ 8,829 $ 9,889 $49 $ 9,938 0.888 

2 $663 $365 $392 $415 $ 8,911 $ 9,889 $ 710 $ 10,599 0.841 

3 $2,096 $1,153 $1,544 $1,637 $ 10,093 $ 9,889 $ 2,770 $ 12,659 0.797 

4 $8,002 $4,401 $5,945 $6,302 $ 14,604 $ 9,889 $ 10,633 $ 20,522 0.712 

5 $1,003 $552 $6,497 $6,887 $ 15,169 $ 9,889 $ 11,105 $ 20,994 0.723 

6 $2,846 $1,565 $8,062 $8,546 $ 16,773 $ 9,889 $ 13,395 $ 23,284 0.720 

7 $3,513 $1,932 $9,994 $10,594 $ 18,754 $ 9,889 $ 16,239 $ 26,128 0.718 

8 $915 $503 $10,498 $11,128 $ 19,270 $ 9,889 $ 16,342 $ 26,231 0.735 

9 $792 $436 $10,933 $11,589 $ 19,717 $ 9,889 $ 16,317 $ 26,206 0.752 

10 $455 $250 $11,184 $11,855 $ 19,973 $ 9,889 $ 15,956 $ 25,845 0.773 

Total $20,334 $ 11,184              

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Scenario VII         

FEMA pays for 90% of required investment, generation assets are privatized and restructured debt is a liability for PREPA  

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
10% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $ 0 $ 0 $ 0 $ 0 $ 15,201 $ 9,889 $0 $ 9,889 1.537 

2 $ 0 $ 0 $ 0 $ 0 $ 15,201 $ 9,889 $ 0 $ 9,889 1.537 

3 $ 383 $ 38 $ 38 $ 41 $ 15,242 $ 9,889 $ 383 $ 10,272 1.484 

4 $ 7,071 $ 707 $ 745 $ 790 $ 15,991 $ 9,889 $ 7,435 $ 17,324 0.923 

5 $ 408 $ 41 $ 786 $ 833 $ 16,034 $ 9,889 $ 7,471 $ 17,360 0.924 

6 $ 2,846 $ 285 $ 1,071 $ 1,135 $ 16,336 $ 9,889 $ 9,943 $ 19,832 0.824 

7 $ 1,364 $ 136 $ 1,207 $ 1,280 $ 16,481 $ 9,889 $ 10,810 $ 20,699 0.796 

8 $ 915 $ 92 $ 1,299 $ 1,377 $ 16,578 $ 9,889 $ 11,185 $ 21,074 0.787 

9 $ 792 $ 79 $ 1,378 $ 1,461 $ 16,662 $ 9,889 $ 11,418 $ 21,307 0.782 

10 $ 455 $ 46 $ 1,423 $ 1,509 $ 16,710 $ 9,889 $ 11,302 $ 21,191 0.789 

Total $ 14,234 $ 1,423               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Scenario VII-A         

FEMA pays for 90% of required investment, generation assets are privatized and restructured debt is a liability of a third-party entity  

(In millions 2018 $)        
 

Fiscal Year 
Total 

Investment 
10% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

1 $ 0 $ 0 $ 0 $ 0 $ 8,800 $ 9,889 $0 $ 9,889 0.890 

2 $ 0 $ 0 $ 0 $ 0 $ 8,510 $ 9,889 $ 0 $ 9,889 0.861 

3 $ 383 $ 38 $ 38 $ 41 $ 8,549 $ 9,889 $ 383 $ 10,272 0.832 

4 $ 7,071 $ 707 $ 745 $ 790 $ 9,274 $ 9,889 $ 7,435 $ 17,324 0.535 

5 $ 408 $ 41 $ 786 $ 833 $ 9,315 $ 9,889 $ 7,471 $ 17,360 0.537 

6 $ 2,846 $ 285 $ 1,071 $ 1,135 $ 9,607 $ 9,889 $ 9,943 $ 19,832 0.484 

7 $ 1,364 $ 136 $ 1,207 $ 1,280 $ 9,747 $ 9,889 $ 10,810 $ 20,699 0.471 

8 $ 915 $ 92 $ 1,299 $ 1,377 $ 9,841 $ 9,889 $ 11,185 $ 21,074 0.467 

9 $ 792 $ 79 $ 1,378 $ 1,461 $ 9,922 $ 9,889 $ 11,418 $ 21,307 0.466 

10 $ 455 $ 46 $ 1,423 $ 1,509 $ 9,969 $ 9,889 $ 11,302 $ 21,191 0.470 

Total $ 14,234 $ 1,423               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation 
period 

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment 
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Scenario VIII         

FEMA pays for 45% of required investment, generation assets are privatized and restructured debt is a liability for PREPA  

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
55% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

2019 $ 0 $ 0 $ 0 $ 0 $ 15,201 $ 9,889 $0 $ 9,889 1.537 

2020 $ 0 $ 0 $ 0 $ 0 $ 14,699 $ 9,889 $ 0 $ 9,889 1.486 

2021 $ 383 $ 211 $ 211 $ 223 $ 14,915 $ 9,889 $ 383 $ 10,272 1.452 

2022 $ 7,071 $ 3,889 $ 4,100 $ 4,346 $ 18,902 $ 9,889 $ 7,435 $ 17,324 1.091 

2023 $ 408 $ 224 $ 4,324 $ 4,583 $ 19,132 $ 9,889 $ 7,471 $ 17,360 1.102 

2024 $ 2,846 $ 1,565 $ 5,889 $ 6,242 $ 20,736 $ 9,889 $ 9,943 $ 19,832 1.046 

2025 $ 1,364 $ 750 $ 6,639 $ 7,038 $ 21,505 $ 9,889 $ 10,810 $ 20,699 1.039 

2026 $ 915 $ 503 $ 7,143 $ 7,571 $ 22,021 $ 9,889 $ 11,185 $ 21,074 1.045 

2027 $ 792 $ 436 $ 7,578 $ 8,033 $ 22,467 $ 9,889 $ 11,418 $ 21,307 1.054 

2028 $ 455 $ 250 $ 7,829 $ 8,299 $ 22,724 $ 9,889 $ 11,302 $ 21,191 1.072 

Total $ 14,234 $ 7,829               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Scenario VIII-A         

FEMA pays for 45% of required investment, generation assets are retained and restructured debt is a liability of a third-party entity  

(In millions 2018 $)         

Fiscal Year 
Total 

Investment 
55% Total 
Investment 

Accumulated by 
Year End 

Required New 
Debt Total Debt1 

Total Assets 
[December 

2019]2 
New Capital 

Assets 
Dec./19 + New 

Assets3 D/A 

2019 $ 0 $ 0 $ 0 $ 0 $ 8,800 $ 9,889 $0 $ 9,889 0.890 

2020 $ 0 $ 0 $ 0 $ 0 $ 8,510 $ 9,889 $ 0 $ 9,889 0.861 

2021 $ 383 $ 211 $ 211 $ 223 $ 8,726 $ 9,889 $ 383 $ 10,272 0.849 

2022 $ 7,071 $ 3,889 $ 4,100 $ 4,346 $ 12,712 $ 9,889 $ 7,435 $ 17,324 0.734 

2023 $ 408 $ 224 $ 4,324 $ 4,583 $ 12,942 $ 9,889 $ 7,471 $ 17,360 0.745 

2024 $ 2,846 $ 1,565 $ 5,889 $ 6,242 $ 14,546 $ 9,889 $ 9,943 $ 19,832 0.733 

2025 $ 1,364 $ 750 $ 6,639 $ 7,038 $ 15,315 $ 9,889 $ 10,810 $ 20,699 0.740 

2026 $ 915 $ 503 $ 7,143 $ 7,571 $ 15,831 $ 9,889 $ 11,185 $ 21,074 0.751 

2027 $ 792 $ 436 $ 7,578 $ 8,033 $ 16,278 $ 9,889 $ 11,418 $ 21,307 0.764 

2028 $ 455 $ 250 $ 7,829 $ 8,299 $ 16,534 $ 9,889 $ 11,302 $ 21,191 0.780 

Total $ 14,234 $ 7,829               

1Outstanding debt after RSA, bankruptcy proceedings and required new debt      
2Since total assets have shown fairly stable values since 2016, no depreciation is assumed for total assets at December 2019 during the simulation period  

3Total assets at December 31, 2019 + Depreciated new capital assets at end of the year. Depreciation = 5%. No depreciation at year of investment   
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Appendix 6 – PREPA’s net financial position under different scenarios 
 

PREPA's Net Financial Position under Different Scenarios based on the IRP ($ millions) 

  PREPA Retains Ownership of New Generation Plants PREPA Privatizes All New Generation Plants 

  
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 

Fisc
al 

Year 
Scenari

o I 

Scenario I-A 
Restructured Debt Not 

a PREPA Liability 
Scenario 

II 

Scenario II-A 
Restructured Debt 

Not a PREPA Liability 
Scenario 

III 

Scenario III-A 
Restructured Debt 

Not a PREPA Liability 
Scenario 

IV 

Scenario IV-A 
Restructured Debt 

Not a PREPA Liability 

1 -$ 5,269 $ 1,132 -$ 5,292 $ 1,109 -$ 5,312 $ 1,089 -$ 5,312 $ 1,089 

2 -$ 4,174 $ 2,016 -$ 4,503 $ 1,687 -$ 4,811 $ 1,379 -$ 4,811 $ 1,379 

3 -$ 2,329 $ 3,861 -$ 3,624 $ 2,566 -$ 4,467 $ 1,723 -$ 4,644 $ 1,546 

4 $ 2,243 $ 8,433 -$ 1,473 $ 4,717 -$ 612 $ 5,578 -$ 2,780 $ 3,410 

5 $ 2,749 $ 8,939 -$ 1,429 $ 4,760 -$ 479 $ 5,710 -$ 2,836 $ 3,354 

6 $ 3,410 $ 9,600 -$ 1,326 $ 4,863 $ 363 $ 6,553 -$ 2,551 $ 3,639 

7 $ 5,325 $ 11,514 -$ 634 $ 5,556 $ 522 $ 6,711 -$ 2,623 $ 3,566 

8 $ 5,273 $ 11,463 -$ 953 $ 5,236 $ 741 $ 6,931 -$ 2,672 $ 3,518 

9 $ 5,411 $ 11,600 -$ 1,181 $ 5,008 $ 1,137 $ 7,326 -$ 2,642 $ 3,548 

10 $ 5,235 $ 11,424 -$ 1,567 $ 4,623 $ 1,206 $ 7,396 -$ 2,782 $ 3,408 

Source: Appendix 4       
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PREPA's Net Financial Position under Different Scenarios based on the GMP ($ millions) 

  PREPA Retains Ownership of New Generation Plants PREPA Privatizes All New Generation Plants 

  
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 
Federal Gov't Pays 90% of 

Investment 
Federal Gov't Pays 45% of 

Investment 

Fiscal 
Year Scenario V 

Scenario V-A 
Restructured Debt 

Not a PREPA 
Liability Scenario VI 

Scenario VI-A 
Restructured Debt 

Not a PREPA 
Liability Scenario VII 

Scenario VII-A 
Restructured Debt 

Not a PREPA 
Liability Scenario VIII 

Scenario VIII-A 
Restructured 

Debt Not a PREPA 
Liability 

1 -$ 5,268 $ 1,133 -$ 5,292 $ 1,109 $ 1,109 $ 1,089 -$ 5,312 $ 1,089 

2 -$ 4,174 $ 2,016 -$ 4,502 $ 1,688 $ 1,688 $ 1,379 -$ 4,810 $ 1,379 

3 -$ 2,328 $ 3,862 -$ 3,623 $ 2,566 $ 2,566 $ 1,723 -$ 4,643 $ 1,547 

4 $ 4,715 $ 10,905 -$ 271 $ 5,919 $ 5,919 $ 8,050 -$ 1,578 $ 4,612 

5 $ 5,084 $ 11,273 -$ 365 $ 5,825 $ 5,825 $ 8,045 -$ 1,772 $ 4,418 

6 $ 7,082 $ 13,272 $ 321 $ 6,511 $ 6,511 $ 10,225 -$ 904 $ 5,286 

7 $ 9,566 $ 15,755 $ 1,184 $ 7,374 $ 7,374 $ 10,952 -$ 806 $ 5,384 

8 $ 9,575 $ 15,765 $ 771 $ 6,961 $ 6,961 $ 11,233 -$ 947 $ 5,243 

9 $ 9,469 $ 15,659 $ 300 $ 6,489 $ 6,489 $ 11,385 -$ 1,161 $ 5,029 

10 $ 9,062 $ 15,252 -$ 318 $ 5,872 $ 5,872 $ 11,223 -$ 1,533 $ 4,657 

Source: Appendix 5        

 

  



Page 55 of 57 
 

Appendix 7 – Gross sales of electricity, Puerto Rico: Fiscal years 2019 to 2038 in GWh 
 

Fiscal Year Gross Energy Sales (GWh) 

2019 15,301 

2020 14,874 

2021 14,617 

2022 14,379 

2023 14,133 

2024 13,872 

2025 13,628 

2026 13,364 

2027 13,067 

2028 12,725 

2029 12,311 

2030 11,926 

2031 11,556 

2032 11,193 

2033 10,838 

2034 10,492 

2035 10,207 

2036 9,932 

2037 9,665 

2038 9,405 
Source: Siemens Power Technologies International, Puerto Rico Integrated Resource Plan 
2018-2019, June 7, 2019, Exhibit 3-10, p. 3-10. 

 

 



Page 56 of 57 
 

Appendix 8 – Transition Charge 
 

Transition Charge   
      

Agreement 
Year 

Basic             
Transition 

Charge (TC) ¢-
KWh 

TC with Max. 
Subsidy 

Charge ¢-KWh 

1 2.768 3.46 

2 2.768 3.46 

3 2.768 3.46 

4 2.957 3.70 

5 2.957 3.70 

6 2.957 3.70 

7 2.957 3.70 

8 2.957 3.70 

9 3.242 4.05 

10 3.323 4.15 

11 3.406 4.26 

12 3.492 4.37 

13 3.579 4.47 

14 3.668 4.59 

15 3.760 4.70 

16 3.854 4.82 

17 3.950 4.94 

18 4.049 5.06 

19 4.150 5.19 

20 4.254 5.32 

21 4.361 5.45 

22 4.470 5.59 

23 4.552 5.69 

24 4.552 5.69 

25 4.552 5.69 

26 4.552 5.69 

27 4.552 5.69 

28 4.552 5.69 

29 4.552 5.69 

30 4.552 5.69 

31 4.552 5.69 

32 4.552 5.69 

33 4.552 5.69 
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Agreement 
Year 

Basic             
Transition 

Charge (TC) ¢-
KWh 

TC with Max. 
Subsidy 

Charge ¢-KWh 

34 4.552 5.69 

35 4.552 5.69 

36 4.552 5.69 

37 4.552 5.69 

38 4.552 5.69 

39 4.552 5.69 

40 4.552 5.69 

41 4.552 5.69 

42 4.552 5.69 

43 4.552 5.69 

44 4.552 5.69 

45 4.552 5.69 

46 4.552 5.69 

47 4.552 5.69 

Source RSA 

 


