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PRESENTACION DEL DR. JOSE ANTONIO HERREROG. EGONOMISTA P
DE LA UTIER", DE FECHA 23 DE OCTUBRE DE 2012 -

1. Swaps* - se incluye en forma de réplica informacién practica y

cuantitativa que ilustra el costo alto de |a liquidez de la AEE, Ia cual Ia
obliga a comprometer sy capacidad financiera y crediticia. Ademas,
a generar perdidas econémicas inducidas COmo consecuencia de una
posicion especulativa errénea. Véanse las siguientes piezas de

informacion.

Pieza Num. 1 — Grafica: LIBOR 3 meses, 2005-2012 (Fuente: The

New York Times, Behind the Libor Scandal, dias 8-10 y sigs., julio,

2012, Deal book).

Num. 1.1 - Véase ademas, The Economist, on the Libor Scandali.

Columbis Journalism Review 6/7/2012.

Véase en Ia grafica la ganancia extraordinaria que produjo el
movimiento especulativo desde julio 2008 a diciembre 2008, para

" En el caso particular del swap (intercambio) de interés, se
trata de un “basis swap”. Este término no se debe traducir:
‘swap bésico”. La definicién de basis swap: A swap where
cash flows determined by a floating reference rate are
exchanged for cash flows determined by another floating
reference rate. [Joh C. Hull, Options Futures ang other

derivatives, Prentice Hall/Pearsen Education Inc., 2012, p.
792). :



bajar a partir de enero 2009.  Aproximadamente 1 por ciento de
interés contra + 5.2 por ciento en agosto, septiembre, octubre 2008,

La tabla Libor 3 meses es 0.33 por ciento en 17-24 octubre 2012.
(Véase tabla 1.3).
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Last month, Barclays paid 3450
million to settle accusations that it
had tried to manipulate Libor rates,

~Since then, ils submitted rates have
risen.
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The future of mediajs here

Ecanomic Criss, The Audit — July 6, 2012 02:08 PM

The Economist on the Libor scandal

What happened and why it matters

By Ryan Chittum

If youhaven’t paid much attention yet to the Libor scandal, this Economist piece will get you caught up
quickly.

“tobaceco moment,” referring to how that industry’s crimes sparked hundreds of billions of dollars in payouts,
it signgls that this could be something bigger (emphasis mine);

[ i - OO 0 e e e A TR O T e
The extent of the bankg’ liability may well depend on whether regulators press them to pay
compensation or, conversely, offer_banks Some protection because of worries that the sums
involved may be so large as to need yet more bail-outs, according to one senior London

This seems like a bit jumpy based on what we know now, but this “one senior London lawyer” isn’t alone.
Here’s an antitrust lawyer quoted in a Bloomp erg story:

“This is potentially the mother lode in terms of potential damages,” he said.

I

While it’s not possible to predict a specific loss amount, damages could be in the tens or hundreds
of billions of dollars if the lenders are found liable, Shinder said,

By manipulating a rate like Lk or, bankers and traders created hoth winuers and losers on every transaction in
hundreds of trillions of dollars in loans and derivatives. To see why people are talking about Potentially giant

'.cjr.orgﬂhe_audit!lha_liburuscandaf.php?page.=al]&pﬁnl=:me 12
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losses, you have to look at who got serewed here. ' 2/

Say you have an adjustable-rate mortgage that resets every year. If your ARM reset in 2008 when banks were
allegedly colluding to cover up their woes by pushing Libor down 30 to 40 bps, you benefited from the
illegality by saving 0.3 to 0.4 percent off what you should have paid. But this isn’t free money; it’s a zero-sum
game, The investors who own your loan, which were probably the hedge funds, mutual funds, pension funds,
and banks (including some of the same banks who employed the manipulators) who buy or hold securitized
mortgages lost that 0.3 to 0.4 percent. They're not going to be happy about that and they’re going to want to

benefited from the manipulation.

But even beyond the unknowable potential damages, the Libor story, which the FI"s Gillian Tett first started
raising questions about five years ago and which The Wall Street Journal cracked open in May 2008, matters
on a deeper level.

Coming at a time when the global economy is tipping back into recession, a too-big-to-fail bank revealsa
multibillion-dollar oopsie, and the eurozone threatens another financial calamity, the Libor scandal adds

another couple of big reasons to mistrust the financial system. This alone won't trigger a pamic, but it adds to
the atmosphere that fosters one.

Beyond the fact that it, yet again, shows howa banking system that depends on our trust abuses it to enrich

/ itself, the enormous potential liability raises questions about whether the losses will affect the health of at

least some banks.,

As Jonathan Weil points out, Barclays “trades for a mere 37 percent of its common shareholder equity, which
shows that investors believe most of its 55.6 billion pounds of book value is fictional.”

The legal liability will all take years to sort out,-and the revelations and settlements with regulators seem just
to have begun. .

WA, G, argithe_aud‘rUlha__llbor_scandal.php?pagr::a!lsprint::me 212
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Para méas detalles véase Nota 1. La Notg 1 corresponde a las

paginas 54-58 del: Ernst £ Young, Financial Statements, Required

Supplementary Information, Years ended 30/6/2010 y 30/6/2011, San
Juan, 23/12/2011.
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Puerto Rico Electric Power Authority
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Audited Financial Statements (continued)

11. Long-Term Debt (continued)
S s
Interest-Rate Swap Agreements (continued)

The following tables include fiscal year 2011 and 2010 summary information for the Authority’s
effective hedges related to the outstanding swap agreements.

Changes in Faly Value Falr Value at June 30, 2011

- Instrument Type Classification Amonnt Classification Amomat Notional

e

InterestRate Swap  Defomed Outflows 3 11811 Fair value of desivative nstrurents s (52,286_) . 8 411,85

Basis Swap Deferred Qutflows 28985  Fairvabie of derivative instrunents (16856 —~——_ 1375000
Total 3 40,% - 69,1 $ 1786305~
: i ——l
Changes in Fair Value Fair Value 2t June 30,2010
Instrement Type Classification Amount Classification

t Notion
——Nofional
Interest Rate Swap Defomred Outflows (21,55 Fale vale of desivative mstouments s 4097 y 411,85
Basis Swap Defored OQutfiows 15506 Fairvahenfdcrivaﬁvciisinnrcnis (45841 1,375,000
Total S () NN (w58 §  imews
15068

Falr Value
Associated Pover Notional Effective Maturity Fixed
Revenue Bonds Amount Date Date Rate 2011 2010
LIBOR Bonds, Series uy $169,532 3-May-07 1-Jul-29 4.080% $ (23,5149) $(29,278)
LIBOR Bonds, Series UU ’ 14,570 3-May-07 1-Jul-25 4.232%. (1,962) (2,294
LBOR Bonds, Series Uy 72,800 3-May-07 1-Tub-31 4.286% {10,703) (13311
LiBOR Bonds, Serfes 0]8} 83,343 -3-May-07 1-Jul-29 4.080% (11,857 (14,463)
Muni-BMS Bonds, Series UU 25,525 3-May-07 I-tul-17 4.014% (1,407) (1,619)
Muni-BMS Bonds, Series UtJ 17,000 3-May-07 I-Jul-18 4.054% 945) 1,121
Musi-BMS Bonds, Series U 29,055 3-May-07 Iul20_ | 148 4124% (1,597) (2,010)
Total Gaupy 29e5CuD. O g s{52285) s (sa00g)
it Doy A

The notional amounts of the swaps match the principal amounts of the associated Power

- Revenue Bonds,

During: fiseal, years-2010-201 1 and 20092010, the payments of fixed rate interest from the
Authority exceeded the amount received ag variable interest rate, from swap counter parties by

$13.0 miltion and $23.4 milljon, respectively.
o 48
09 16,4

1o ‘9?7,# x
11121313725 11 10 I-54 54
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Puerto Rico Electric Power Authority
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Audited Financial Statements (continued)

11. Long-Term Deb¢ (continued)-
Interest-Rate Swap Agreements (continued)

Using rates as of June 30, 2011, debt service requirements of the variable-rate debt and net swap
payments, assuming current interest rates Temain the same for theijr term. These debt service
Tequirements are mcluded in the scheduled maturities of long-term debt disclosed further on this

ote. As rates vary, variable-rate bond Interest payments and et swap payments will vary,

Fiscal Yeay Interest-Rate
-Ending June 30 Principal Interest Swap, Net Total
: (In thousands)

2012 $ = $ 4,008 $ 12,958 $ 16,966
2013 — 4,008 12,958 16,966
2014 i = 4,008 12,958 16,966
. 2015 - 4,008 12,958 16,966

2016 - 4,008 12,958 16,966

2017-2032 411,825 38,245 155,428 605,498
Total. $ 411,825 3 §58,28§i $220,218 $ 690,328

Aa3 as issued by Moody?s Investor Services (Moody’s), AA- and At by S*tandard & Pbors
(S&P), and AA- and A+ by Fitch Ratings, _

1112:1313725 1-55 ' 55
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Puerto Rico Electric Power Authority
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to' Audited Financia] Statements (conﬁnﬁed)

A
0%
11. Long-Term Debt (continued)  gagis Real
qi~us

ol - spelr

Basis Swap Agreement

In March 2008 (with effective date of July 1, 2008), the Authority entered into a basis swap
agreement in the notional amount of $1,375 million with an amortization schedule matching
certain maturities of the Authority’s outstanding power revenue and revenue refunding bonds
issued in various years from 2027 to 2037 (the 2008 basis swap). Under the terms of a master
Swap agreement, the Quthority Teceives from its counterparty (Goldman Sachs Capital Markets,

“y

. L.P., an affiliate of ‘éal?.imau, Sachs & Co.) quarterly, commencing on October.1, 2008, a
floating’ amount applied to said notional amount at'a rate equal to 62% of the taxable London

relative value/basis tisk between tax-exempt and taxable 1ates. Because of the tax-exemption,
tax-exempt bonds trade at yields lower than taxable yields. The percent at which tax-exempt
yields trade relative to taxable yields (UST or LIBOR) is referred to as MMD ratios or muni

In order to- assess effectiveness of the, basis Swap as-a hedge, the Authority yan a regression of

SIFMA ratios (as an indepénden variable) and"MMD Tatios (@s.dependent variable), adjusting to.

the spegific circuinstances. - The tesult showed a high correlation. The method used ean be
5 : . . w . "
qualified as Other Quantitative Method, So, s R l?

Because the MMD ratios and SIFMA ratios reflected tespectively the change in the relative
value of the tax-cxempt rates to taxables in the bond market aud the SIFMA. swap market, the
Authority concluded that the regression showed that the SIFMA swap could effectively hedge
the bond’s value attributable to basis risk between tax-exempt and taxables and, therefore, the
basis swap was considered an effective hedge instrument under GASB 53.

1121313725 1-56 56,

&ty
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Puerto Rico Electric Power Aluthority "// 5
(A Component Unit of the Commonwea]th of Puerto Rico)

Notes to Audited Financial Statements (continued)

11. Long-Term Debt (continued)

Basis Swap Agreement (continued)

®
Pportunities, The Authority and GDB ma risk
to monitor interest mte cash flow risk attributable to. both the
Authority’s outstanding or forecasted debt obligations ag well as the Authority’s offSetting hedge “
positions, "‘Q*d
L)

1112-1313725

II-57 57



Puerto Rico Electric Power Authority %
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Audited Financia] Statements (continued)

11. Long-Term Deht (continued)
Basis Swap Agreement (contimed) $7-69 o.s.

During the fiscal years 2010-2011 and 2009-2010, the Authority received fiom its counterparty
$9.6 million and $9.5 million, respectively. The following table shows the cash flow benefit of
the basis annuity in exchange for the Authority taking tax and other basis risks tied to the change
in the relationship between LIBOR and the SIFMA municipal swap index.

2010-2011 2009-2010 200824
(In thousands)
Basis annuity received $ 6,420 $ 6,420
LIBOR index amounts received 6,685 6,919
SIFMA index amounts paid (3,499) (3,832)
Net amount received $ 9,606 $ 9,507 %9

As of June 30, 2011 and 2010, negative fair values of the derivative instruments are $69.1
million and $109.9 respectively.

Wt

21313725 II-58 58
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El Statement of Cash Flows (Véease Nota p.1) muestra las

facultades de Ia cuenta Cash Flows from Investing Activities. Nétese

que esta cuenta refleja un cash flow neto de +178.9 millones que

surgen de una deuda de $172 1 millones. Aquf se ve a Ig AEE

consiguiendo dinero bancario ($172.1 millones) para poseer una
cantidad de $178.9 millones de cash flow positivo. Nétese ademas,
que la AEE registr pérdidas en dinero por total de $97.1 millones en
| 2010y $228.2 millones en 2011.

La exposicion de AEE en el péarrafo 1 (swaps) adolece de

precision y veracidad:
a. La AEE ha recibido $33. Millones. No se identifican las
contrapartidas de Pagos y los pasivos adquiridos: $109.9
millones (Véase (itimo parrafo de Ia pagina 68 del Official

Statement de 12/4/2012).

2. Productividad
a. La AEE no estsd en condiciones... A estq expresiéﬁ la
acomparian dos preguntas implicitas: ; De qué condiciones
se trata? Notese que la AEE es una empresa PUBLICA; NO
PRIVADA. Como empresa plblica la AEE no tiene una

Cuenta de Capital. Sy capital productivo o produce ej



156

TRABAJO. La AEE emite deuda no emite acciones; con los
recursos financieros que recibe a cambio de deuda (Bonos)
adquiere bienes de capital para generar, transmitir y
distribucion de energia eléctrica.” Vende el producto y
capitaliza la forma de depreciacién. Con I3 capitalizacién
paga las deudas... y asi, se expande y se moderniza. En |as
empresas pulblicas la medida de |a productividad del trabajo
s, aln mas importante que en las empresas privadas. En
estas dltimas la negligencia consume |a riqueza del
propietario. En las émpresas publicas, la negligencia corroe

el fruto del trabajo. (Véase Nota L).
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Puerto Rico Blectric Power Authority
(A Component Unit of the Commonwealth of Puerto Rico)

Statements of Cash Flows

-~

(In thousands)
Year Ended June 30
2011 2010
(4s restated)
Cash flows from operating activities
Cash received from customers 3 4,203,889 3 4,210,885
Cash paid to suppliers and employees (3,675,557) (3,554,001)
Net cash flows provided by operating activities, 528,332 + 656,794
Cash flows from noncapital financing activities - 'l° 2
Proceeds from notes payable 1o? v oagmg eNhe 172,062 *38,364
Principal paid on notes payable i‘?‘i .10 3 1'L/ : (36,119)° (337,985)
/_EEerc_sﬁaid_ ({im 11;2&: ﬂi}ab;c . uﬁi‘-’éﬁ_‘ & 1.t 1eLe - (28286)~ . (16,937
f Espantiaio o ol e
P, 3 o g
/ @ Interest paid on fuel line of credit (3,100)~ (11,992)
Net cash flows provided by (used in) noncapital financing activities 1ot 104,557 4- (603,550)
/ Cash flows from capital and related financing activitics
Construction expenditures . . (423,872) (395,444)
Proceeds received from conteibuted capital : 6,064 5‘) ~401% " 14 408 g ~ 3726
Allowance for funds used during construction ' # cath 16,471 8,428
Power revenue bonds:
Proceeds from issuance of bonds, net of original discount 5o Jaglo 361,620 1,547,073
Principal paid on revenue bonds maturities (173,062) }-
Interest paid on revenue bonds o . (209.287) - (353,501) 1
Proceeds from issuance of refunding bonds, . _ 1085
net of original discount ’ 222,883 939,646
Defeased bonds, net of original discount or premium © {200,173) (924,361,
Proceeds from bond anticipation notes 50,750 186,610 1 ‘
Payment of bond anticipation notes d ] 0.6 (50,']09)} 0% (747,675) F — &5
Interest paid on notes payable (201) (24,547)
Net cash flows (used in) provided by capital and

related financing activities ' 225,745y 2251 79,575 774~

)

LGN flob S i 1B (ST143).
' Net increase in cash and cash equivalents . 178,909 33,676
Cash and cash equivalents at beginning of year : . 431,644 397,?68
Cash and cash equivalents at end of: year 3 610,553 3 431,644
(Continued)

HI23E7s ¢ r II-20 30
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-1 Circumstantial Evidence

ek

T want to sidle up to my subject indirectly by first
saying something about the relationship of academic
seholarship to common sense. On the whole, scholars
enjoy confuting common sense. They like to show
‘that what “everyone thinks” is all wrong. We all
take obvious pleasure in creating a sensation by
nonplussing the conventional wisdom. It feeds our

.- sense of doing something of value. You can see this

* happening in subjects as diverse as history and

* astronomy. There is particular pleasure in demon--

- strating. that Thomas Jefferson was not a virtuous
man, or that there are objects, like black holes, with
amazing properties. So also in economics. B
. Maybe even more so in economics. There is more

folk wisdom going around about economics than
 there is about biology or chemistry and so naturally
there are more opportunities to put down common
sense. Often, maybe even usually, the confrontation
with common sense is successful. Take for example
the “paradox of thrift,” the Keynesian demonstration

et that, when aggregate output is limited by eﬁecti\_fé\'
demand, an attempt to create an autonomous -

increase in saving may, if successful, diminish the




-2 Circumstantial Evidence

‘ “total of saving. 1 realize ‘that there are many
: economists today who think that Keynes’s argument
@ was all wrong-and common serse was right; I .do
; 7o DOt presume to seitle that issue, only to point out

“ w2 that for a qugrter-century the refutation of common

o sense sto_od-.. You can recall other examples; think

-about tariffs, _

There is “an_important difference, however,
between natural sciénce and social science when it
<omes to the status of common sense. It does not
matter what the person in the strect believes about

" the nature of condensed matter or the ‘movements
of heavenly bodies. The same experiments on
superconductivity will be performed and the same
astronomical measurements will be made, and they
will come out the same way, no matter what “people”
think. (Leave aside the question whether public
funds will be made available for unpopular research.
Peer review was invented for that contingency.) In
geconomics, however, the common-sense beliefs of
businessmen, " bankers, workers, managers, con-
sumers, and speculators affect how they .interpret
what _they see and therefore affect what they

B do, Common-sense beliefs about the economy are

’-3‘1‘{’ therefore an important influence on tl%e. behavior of
-3 lhe economy. They may even be decisive for what

is actually true about it (as with the effects of

etary injection). For the same reason. one migh
be inclined to take common-sense beliefs about the
ceonomy more seriously than common-sense belie

about superconducting _materials. When “people”

hink this or that about the economy, they are-in
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-part thinking about themselves. Even if they are not
always nght about themselves (let alone about the
economic system), they could be said to have a
cerfain privileged positios.

- These abstract remarks have some particular
relevance because my general subject in these
lectures is the right way to think about the labor
market, or at least about two or three aspects of
the labor market. One important tradition within .
economics, perhaps the dominant tradition right
now, especially in macroeconomics, holds that in
nearly all respects the labor market is just like other
markets. It should be analyzéd in much the same
way that one would analyze the market for any

/penshable commodity, using the conventional appar-
atus of supply and demand. Common sense, on the
other hand, seems to take it for granted that there
is somethmg special about labor as a commodlty,
and therefore about the labor market too. (It is not
hard to see why one might think-that. It is worth.
pointing out that specialists in labor economics-and &\
industrial relations tend to side with common sense
in this instance.) !

*.. " In the rest of this lecturel Want o make the case |

that the labor market really is different. Tn particular,

I claim that it cannot be understood without taking

account of the fact that participants, on both sides;

have well-developed notions of what is fair and what:
is not.JIn trying to convince you I will make use of

all the rhetorical tricks. I will appeal to authority, I

will appeal to common sense, I will produce a few

relevant facts, especially ones that T hope you have

T " Circumstantial Evidence 3 f\,‘f,__,
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not-heard about before.

"I there are any civilians here they will wondet’
why I spend so much time and effort, and exhibit’
so much defensiveness, in asserting the obvious: I
have already explained why. Among economists, it
is not obvious at ail that labor as a commodity is
sufficiently different from artichokes and rental
apartments to require a different mode of analysis.
In.fact many economists will regard this idea as
simply bizarre. I have some faint hope that Berkeley
economists may have been softened up by exposure
to the work of Professor George Akerlof and
Professor Janet Yellen, whose ideas are a lot like
mine (though I will on purpose emphasize somewhat
different ways of examining the question).

In the second lecture I will focus on what has
always seemed to me to be one of the main puzzles
about the labor market and one of the main reasons
for doubting the validity of the standard view.
That is: when there js a nop-trivial amount of
unemployment, why is there not active competition
for the limited number of jobs, and why does that
competition not force wages down quite promptly?

iThat is 'what we expect from articliokes and rental.
apartments, and it is roughly what we get. You will
see at once how a notion of fairness and a related
standard of acceptable behavior might provide a
golution to- the: puzzle. But that loose implication
‘will hardly do by itself. For one thing, it-is too
easy, too close to the surface, to be acadernically®
respectable. So I will try to provide a model, a sort
of semi-formalization, of the way in which such a
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ght -arise and be maintained through
nd thin (at least if it is not too thin).
" Finally, in the third lecture, I will try to relate alf
is to some miore immediate i

unemployment.” | put it tentatively like that because
T.am not at all sure what the right theory is for that
situation. But I am fairly corifident that the “natural
rate” theory has been given more widespread
acceptance than it has eamed. So I will use the
notions discussed in the first tw plus some

iThe most elementary reason for thinking that the
oncept of faitness, and beliefs. about what is fair
nd what is not, play an important part in Jabor.
market behavior is that we talk about them all the
fime._That is the appeal to common sense. The fact
Is S0 obvious that I will not trouble you with’
- examples, except to bet that if you conjure up in
“your mind a .picture of a picket line, the largest
- word on the placards is likely to be “UNFAIR.”
“Let me quote from an essay called “A Fair Rate of
~Wages” by no less a person than Alfred Marshall.
+ He says “. . | the phrase s constantly used in the
‘market place; it is frequent in the mouths both of
employers and the employed; and almost every




phrase in common use has a.real

It may be difficult to get at.”

is provided in the Bibliographical Noté
lecture. This reference is to page 212.)
to return to Marshall’s essay later. It.was

2

iy attention by Professor R.C.0. Matthews
SEems appropriate because he js the curre
of the professorship ‘at Cambridge orce
Marshall. e

A few days after writing these lines I.walk;
8 group of picketing painters. The.word ¢

e

Wwas not ‘to be seen.
looked again at the s said
the X Construction Company “does ‘ngi his
COMMUNITY STANDARDS i ‘
ing conditions.” Tt made my day, :
view of these lectures, there is no betterse
of “unfair.” :
“Of course it is conceivable that a phrase ¢
that is in everyone’s mouth, or even in eve
brain, should have nothing to do with the.r

outcomes. They may be words, just weile:

Kenneth Burke once said of the novel. That
especially implausible in g context like :th
market ‘where negotiation and bargaining
fairly conspicuous role. But it ig hard to:
conclusive proof of the opposite, - Even;iif
cmployers and the employed who talk abou

are not just cynical phon _
entirely controlled by an invisible force;
they know it or not. -All ‘one can do is
circumstantial evidenc




b. La expresion “compensar ... a base de productividad... no
existe ninglin tipo de sistema...”.
La relacion o contrato o convenio de trabajo tiene dos
componentes: la relacién formal (las normas de trabajo

dominada por el patrono) y el esfuerzo del trabajador,

dominado por el trabajador.
El esfuerzo del trabajador es sensitivo a incentivos, por
tanto, existe un conjunto de incentivos que conducen a un

mayor esfuerzo. Los incentivos pueden alinearse al

potencial de produccién del trabajador individual o al grupo

de trabajadores que produzean una unidad de algo.
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3. La diversificacién del combustible

Esta es una problematica que descansa sobre bases de poco

contenido real, fantasia y politiquerfa. Véase el siguiente escenario.

(Nota 3).

24



United States government.

Natural gas, unlike oil, does not trade on g unified world market. Currently, there is a significant
differential in the price of natural pas in international markets versus U.S. based prices, with U.S.-based
prices being significantly lower, m if the Authority were able to purchase LNG from the U'S.
mainland, it would have to transport it in compliance with the Jopes Act. The Jones Act generally
requires that the transportation of merchandise- between two U.S. points (including - Pierto Rico) be
carried in vessels that are documented in the United States, built in the United States, and owned and
operated by U.S. éligible citizens, The Jones Act contaj imi ian. (adopted in 1996) for
vessels that transport LNG to Puerto Rico if the vesse] is a foreign built vessel that was built before
Cctober 19, 1996, or was documented nnder U.S, flag before that date; even if the vesse] was
thereafter redocumented under foreign flag before being redocumented under U.S. flag. In either case,
the vessels still have to be U.S. owned and U.S. manned, Although there are currently no Jones Act
compliant LNG vessels (either directly or within the [imited exemption) operating in U.S. coastwise trade,

there are some vessels currently in operation (thirteen (13) vessels that were built jn U.S, yards and up to

twenty-four (24) vessels that were builtin non-U.S. shipyards between January 1, 1990 and October 16, K P \

1996) that could potentially meet the previously mentioned limited exemption and be used to transportg-
LNG from one or.more future U.S. LNG production facilities to Puerto Rico. Even if such vessels were
available, however, the provisions ‘of the Jones Act would have the effect of increasing the cost of
transporting LNG from the United States to Puerto Rico, as such vessels would have a higher cost profile
than a foreign-flag LNG vessel. In addition, in November 2011, the U.S. Congress passed a law creating
another limited exemption from the Jomes Act. The law aflows three specific LNG vessels (i.e, LNG
Gemini, LNG Leo, and LNG Virgo) to transport natural gas between U.S. ports. This exemption may not
be useful for LNG transport to Puerto Rico, since the vessels are quite-old and are planned to be used as
part of a project to transport ethane from Pennsylvania to the Gulf Coast. As a result, these vesselg may gy
not be available to transport natural gas between U S, Pports and Puerto Rico,

11

@ T



At the request of the Govemment of Puerto Rico, the U8, Government Accountability Office is
currently performing g comprehensive study on the Jopeg Act.  After this study is concluded, the
Govemment of Puerto Rico will analyze jts findings and, ag part of its efforts o reduce the cost of
electricity in Puerto Rico, Possibly seek from the U.S. Congress g bmadening of the current Jones Act

& broadened or, if they are
transportation of LNG from




4. Reaccién AEE a presentacion José Herrero sobre Salarios, contiene
cinco elementos. Sobre los cinco elementos:

a. Hurto de Energia ~ Programa de reduccién - Se prétende
instalar o rempiazar los contadores por otros con tecnologia que
no es compatible a la actual instalada. En la actualidad se han
desmantelado las Secciones de Investigacién de Uso Indebido
de la Autoridad. E?or otro lado, se contraté una compafiia
privada para realizar los trabajos de la Unidad Apropiada
UTIER.  Adicional, se utilizan las. mismas técnicas para la
detencion de hurto que no ha rendido frutos en e| pasado.

. Sistema de Informacién y Soluciones Tecnolégicas - Este A

elemento también consiste en la instalacién de contadores y
adiestramientos adicionales los cuales son incompatibles con |g
tecnologia que actualmente se utiliza en Ia Autoridad. Cabe
sefialar que esto representa Un costo adicional al ya incurrido
por la Autoridad para la lectura remota. Sobre lo que se
persigue con la implementacién de este sistema es el mismo
resultado puede ser obtenido con |a tecnologfa que actualmente
tiene la AEE.

C. Ley 235 de 2011 — UIE del Departamento de Justicia - Sobre el

asignar las investigaciones a |a Unidad de [nvestigaciones

27
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Especiales podemos decir que esto es como poner el cabro a
velar fas lechugas. El Departamento de Justicia no cuenta con la
experiencia y los conocimientos para atender estos asuntos.

d. Ley 237 de 2011 — Aumento en Penalidades Relacionadas al
Uso Indebido ~ La imposicion de penalidades mayores en -los
casos de uso indebido sélo tiene como resultado el persuadir o
tratar de persuadir a las personas para que no incurran en hurto
de energia.

e. Aumento en la facturacién y Cobro utilizada para mitigar déﬁcit
operacional y reducir costo de energia — De los Official
Statements o de algtin otro documento no se desprende que se
hayan presupuestado o proyectado ingresos por este concepto.

SOLUCIONES VIABLES

Solucién 1-Reestructurar la Cuenta de Inversiones Financieras.

En los afios recientes la Autoridad de Energia Eléctrica de Puerto
Rico ha experimentado alegadas pérdidas significativas en la
operacion de la cobertura de riesgo de mercado y de riesgo de
bases. Se estima por la Autoridad y se observa por ésta bajo la
misma premisa, que sus pérdidas iran creciendo con el pasar del

tiempo, especialmente en el caso de los SWAP’s de bases diferentes
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en los cuales el valor nominal es de $1,175 millones. La Autoridad ha
recurrido anualmente a lineas de crédito entre $100 a $150 millones.
Otro de los efectos colaterales, tales como la exposicién creciente al
riesgo vy posibles reclasificaciones de la calidad de riesgo de los
activos financieros, agravaran el problema:. La situacién financiera de
la Autoridad que ha llevado a tales consecuencias esta vinculada a

insuficiencias, en extremo negligentes, en el manejo de su cuenta de

. Inversiones financieras. Se trata de una situacién auto infligida que

no puede ser utilizada como justificacion a Ia negativa de Ia
Autoridad de hacer una oferta en la mesa de negociacion dirigida a
atender nuestras demandas de mejoras salariales para un convenio
de tres afios. Los trabajadores no tienen por qué cargar sobre sus
hombros la debacle administrativa y financiera provocada por los
administradores de esta empresa. Una eficiencia mayor por parte de
la Autoridad atenderfa en forma adecuada las demandas de salud y
seguridad para nuestra matricula y las justas demandas salariales
que hemos hecho, que en todo caso, apenas atienden el efecto
inflacionario habido en los pasados afios de vigencia del presente

convenio.
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Solucién 2 ~ Reactivacion de plantas hidroeléctricas.

En términos nominales, Ia Autoridad tiene una capacidad generatriz
de 100 megavatios en distintos estados de capacidad productiva. Se
ha establecido un programa de recuperacién de Ia capacidad
productiva de 20 megavatios en el primer afio, 30 megavatios en el
afio dos, 10 megavatios en el afio tres y 40 megavatios que tomaran
al menos 3 afios o mas en lograrse. Con la capacidad recuperada
para el primer afio, la Autoridad podria generar 140 millones de Kw-
hr. que valorados al precio de mercado significan, 30.2 millones de
dolares. Si se utilizara solamente el .6623 o el 66.23% de Ia
capacidad rehabilitada en el primer afio, se generarian $20 millones
en ese primer afio. Debe sefialarse que la rehabilitacién total del
sistema hidroeléctrico generaria aproximadamente 700 millones de
kw-hr., que valorados a precios del mercado equivalen, a $151.2
millones. Esto representa que [a ocupacion de .1323 o 13.23% de Ia
capacidad hidroeléctrica seria capaz de mantener un aumento
permanente del 6% anual en los trabajadores de la UTIER.

Solucién 3 ~ Pérdida tecnolégica y pérdida de mercado

En lo que corresponde a este renglén, es necesario asumir varias

premisas importantes: a) La proporcion de energia producida Yy no



facturada por la Autoridad de Energia Eléctrica en el afio 2011 con
respecto a la energla generada y comprada, asciende 0.1473. La
energfa perdida en la produccién asciende a 0.0433, para un total de
0.1908. b) La energla generada y comprada por la Autoridad de
Er;ergfa Eléctrica representé en ese mismo afio la suma de 23,579
péillones de kilovatio-hora. Si se compara con la energia neta
/generada y comprada, la cual asciende a 22.559 millones de
kilovatio-hora, tenemos una diferencia de 1020 millones de Kilovatio-

hora; ¢) La energia vendida por la Autoridad de Energia Eléctrica en

el mismo periodo fue de 19,235 millones de Kilovatio-hora, lo cual
estableceria una pérdida en Kilovatio-hora de 3,324 millones de
Kilovatio-hora. El precio promedio de venta de kilovatio-hora ha sido
de $0.216 ddlares (0 21.6 centavos) por kilovatio-hora.

El resultado de lo anterior refleja claramente que la pérdida técnica
que tuvo la Autoridad en el pasado afio fue la siguiente: 1,020
millones de Kw-hr. x 0.216, lo que tomando el valor promedio del
costo del kilovatio-hora, representa una pérdida de $220 millones. Si
a lo anterior se suma la perdida de mercado, que se representa bajo

las mismas constantes de valor de kilovatio-hora, de 3,324 millones
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de Kw-hr. x $0.216, se afiade una pérdida de $718 millones, para un
total de $938 millones.

Las ventas totales de la Autoridad en ese mismo afio ascendieron a
$4,164.4 millones. El coeficiente de perdidas con relacién a las
ventas fue de .2258 0 22.58%.

Sdlo la pérdida de 93 millones de Kw-hr, equivalen a $20 millones, lo
que significa que recuperando esa perdida anual, pueden atenderse
nuestras demandas econdmicas de aumentos salariales anuales en
la presente negociacién.

Una consideracion final

La enumeracién hecha previamente no agota las alternativas. Si
quisiéramos analizar la pérdida que tiene la Autoridad por hurto de
energia eléctrica, solo serfa necesario transformar los valores de la
perdida de mercado a una distribucion probabilistica del evento de
capturar a las personas y corporaciones que hoy dia llevan a cabo
este tipo de actividad en perjuicio de nuestro pueblo.

Las medidas antes enumeradas generan fondos suficientes, no solo
para atender nuestras aspiraciones de demandas salariales y
atender nuestras propuestas en las areas de seguridad y salud, sino

que permiten, ademas, en una sana administracién de los recursos
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de la Autoridad, atender la demanda de reduccion en Ia factura de Ia
luz para huestro pueblo, con un mejor Y mas eficiente servicio a Ig
ciudadania.

Reiteramos que continuamos en la espera de la contra propuesta de
la Autoridad de Energia Eléctrica de Puerto Rico a las demandas
formuladas por la UTIER en ias areas de seguridad y salud; asi como

también, aquella formulada por la UTIER relacionadas con e sistema

KRONOS/ORACLE.



