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“This reduction in oil prices is the
best blessing Puerto Rico has ever
gotien,” one source said, estimating
that it could save Prepa about $600
million annually -

“With oil prices coming dcowu1
Prepa will save a lot of money.
Also, the government agencies will
be paying less for electricity, so they
are going to be in a better position
to pay their receivables. That is why
you want to extend it from March
to June. That is the incentive. The

commonwealth will have more li- |

quidity and the bondholders will
hopefully get less of a haircut,” the
source added. :

During her last meeting with re-
porters in December, Donghue said
that she has yet to begin negotiating
a possible restructuring of Prepa’s
more than $9 billion in outstanding

debt, but CARIBBEAN BUSINESS
sources indicate that those conver-
sations have now commenced. The
Prepa CRO has repeatedly stated
that the utility’s current financial
situation was “unsustainable” and
arestructuring is inevitable. Prepa’s
debt service this year is $438 mil-
lion in principal and interest, but
that jumps to $640 miltion in 2016,
skyrockets to more than $3 billion
in 2016 and will remain at that
level for another decade, according
to an analysis by New York-based
NewOuk, a financial services firm.
Donahue is also pushing for a
more robust investmer plan than
originally planned, completely re-
building the generation units of ex-
isting plants rathier than fetrofitting
existing ones to burn natiral gas be-
cause the increased efﬁc1ency will
bring greater cost savings to Prepa
and ifs clients. This will push up the
Tequired investment to more than $4
billion, according to the sources,

-Such an investment would be un-
dertaken by the private sector, which
would continug to operate the plants
as private entities once developed,
just as the EcoEléctrica natural-gas
plant and the AES coal plant oper-
ating in Puerto Rico, which deliver
the cheapest eleciricity.

Last month, Donahue said the
five-year business plan for Prepa
catled for in the agreement would

_ be extended to 10 years because

many of its benefits wouldn'tbe feit
until then. The shuttering of plants
would entail a cut in the overall

size of the workforce, according to’

CARIBBEAN BUSINESS sources,
who also said there was foom to cot
back in the transmission and distri-
bution area, as well as other depart-
ments, such as customer service.
The Prepa turnaround plan is also
expected to outline toagh choices,
including * eliminating  subsidies
and forcing government agencies,
public corporations, municipalities,
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businesses and residents to pay an
estimated $1.75 billion in outstand-
ing eleciricity-bill invoices.

The plan is also expected to call
for an increase in the basic electric-
ity rate, which has been unchanged
for decades.

Prepa probably won’t be able to
deliver savings to clients until after
the switch to more natural gas-fired
generation units and more efficient
OBes come online.

Economnists and financial experts
have been pressing for a fast and
deep restructuring of Prepa, saying
that a successful turnaround could
help the entire Puerto Rico economy
get on the right track.

Prepa is widely expected to dé-
fault on its roughly $9 billion in
outstanding debt, which would
make it the largest defavit in mu-
nicipal bond-market history. This
may farther limit the ability of all
Puerto Rico public entities to access
financing. B
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