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PSEG Puerto Rico’s Executive Summary

Why PSEG?
PSEG is committed to the successful Front-End Transition and the Operation and Maintenance of PREPA’s
Utility Transmission and Distribution System.
The PSEG Puerto Rico team desires to become a trusted utility service provider and partner to PREPA
and to the Commonwealth of Puerto Rico with a full commitment to achieving your goals. PSEG is
confident that we bring the right experience, capability, capacity, and commitment to the PREPA, while
offering the best value solution.
Our New Jersey utility, PSE&G, with 2.3 million electric customers, has over 116 years of history of safe,
reliable operations, including being recognized as the most reliable utility in the Mid-Atlantic region for
17 consecutive years. On Long Island, PSEG Long Island has operated the utility system under a
construct very similar to the one Puerto Rico is contemplating. In the six years PSEG Long Island has
operated LIPA’s system, LIPA has been recognized as the most improved utility service providers in the
nation for residential customer satisfaction as measured by J.D. Power since 2014. We have vast
experience working in power generation through PSEG Power, which operates a highly efficient, clean
fleet of 12,000 MW and which also provides dispatch and other services to Long Island. PSEG Puerto
Rico’s strategic goals are focused on safety, reliability, customer satisfaction, affordability and clean
energy and we pride ourselves on our culture of continuous improvement. Our corporation takes great
effort to work closely with our stakeholders and believe collaboration in working towards goals provides
for mutual success. In recent years, that has been reflected in a number of our clean energy initiatives and
our cost control efforts. Finally, we have a long history of operating in rate-regulated environments in
New Jersey, New York and federally, and recognize the importance of our being good stewards of
customer funds and being able to demonstrate the prioritization of those limited resources to provide the
best value.
1.2.1.1 Understanding of the Project
PSEG is pleased to submit our proposal to manage utility services for the Puerto Rico Electric Power
Authority (PREPA). A reliable, well managed grid is foundational for a strong economy and to the
economic resurgence of Puerto Rico. Our Company has proven its transformational capabilities which
should give confidence to PREPA and P3 that PSEG will be successful in rebuilding and modernizing
PREPA’s T&D System. PSEG, in alignment with PREPA’s strategic imperatives, will drive towards
PREPA’s vision of a customer-centric, affordable, reliable, resilient, and financially sustainable T&D
system. PSEG will execute the transformation, create a positive culture by embracing its new employees;
support community organizations; offer economic development programs; partner with local education
institutions for training programs; source from local businesses; engage community leaders; work with
regulatory officials; and restore the faith of customers through PSEG’s best practices and operational
excellence.
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PSEG proposes to execute its work through the resources and experiences of the following PSEG entities
to transform PREPA’s T&D System.

Figure 1.2.1 PSEG’s Proposed Corporate Structure

1.2.1.2 Summary of the Proposed Scope of Work
PSEG recognizes that this opportunity comes with significant challenges and meeting them is a top
priority. PSEG’s team is ready to fully engage its broad T&D and Customer Services expertise, FEMA
grant management experience, capabilities in workforce / asset transitions, utility management services
and support functions.
The T&D System and customer transformation will promptly commence upon PSEG’s selection with the
Quick Start and Transition Teams executing the comprehensive Transition Services as detailed in
Definitive Proposal Form 1.5 Front-End Transition Plan. Recognizing the urgency of this project, we are
prepared to provide these services at risk should the OMA not ultimately be approved. Our work plan
includes the steps, milestones, and criteria to demonstrate progress in achieving the Target Service
Commencement Date. The plan also provides transition details for the following:
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• T&D Services

• Recruiting and Staffing

• Customer Services

• Asset Acquisition

• Information and Operation Technology

• Power Markets

• Financial Management / Business Services

• Personnel to Ensure Success

Upon commencement of O&M services, as detailed in Definitive Proposal Form 1.4 (Approach to O&M
Services), PSEG will achieve several “quick wins” through proper resource allocation, i.e., investing
ratepayer funds in employees and tools that drive the biggest value (e.g., shortage of certain vehicles to
enable productive work). PSEG also sees an opportunity to improve the safety program to improve the
existing safety record.
Additionally, PSEG will work closely with P3 and the Puerto Rico Energy Bureau (PREB) on all related
T&D filings and submissions. PSEG will also execute and administer federally funded programs. As our
proposal indicates, early completion of Front-End Transition is dependent upon the cooperation of all
parties. We believe that because of the alignment of interests of the parties in this regard that we will be
able to begin O&M services at the earliest possible date.
1.2.1.3 PSEG Provides Utility Management Services
PSEG will take advantage of the expertise and experience of our management teams at PSE&G and
PSEG Long Island as well as the experience gained from the transition and ongoing operations at PSEG
Long Island.
PSEG Long Island has a strong track record for materially improving performance since taking over
operations six years ago. Superstorm Sandy struck Long Island, New York in October 2012 during
PSEG’s transition period. After PSEG Long Island assumed operations on January 1, 2014, the new
leadership team inherited the lowest utility residential customer satisfaction ranking in the United States,
angry political leaders from post-Superstorm Sandy restoration, a workforce with low morale, and
unsupportive media.
Since then, PSEG Long Island has dramatically improved LIPA’s T&D System and customers’
satisfaction. Today, LIPA is recognized as the most improved utility in the United States since 2013 for
residential customer satisfaction according to J. D. Power.
Major highlights from the PSEG Long Island experience include:
•

Completed over 95% of all critical performance metrics while meeting budget targets

•

Achieved sustained top quartile reliability

•

Developed and implemented an integrated resource plan that saved over $5 billion in ratepayer
investment as a result of revising to the industry best practice planning criteria for the Long Island
Control Area (LICA)

•

Recognized as the most improved utility in J. D. Power for customer satisfaction

•

Gained experience in managing a $730 million FEMA funded hazard mitigation grant program
for LIPA
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•

Implemented strong meter-to-cash practices and new technologies, significantly improving major
credit metrics such as net write off

•

Realized dramatic customer contact center improvements across all key metrics

•

Cost-effectively managed LIPA generation resources

Through operational excellence, application of best practices and the deployment of new technologies,
PSEG will seek to meaningfully transform PREPA’s T&D System and customers’ experiences.
1.2.1.4 PSEG’s Culture Aligns with PREPA’s T&D System Objectives
PSEG is part of a diversified energy holding company whose culture is consistent with and will facilitate
the achievement of PREPA’s objectives for its T&D System and its customers.
PSEG empowers a culture of People providing Safe, Reliable, Economic, & Greener Energy.
PREPA’s T&D
System Objectives
Supporting the
People of Puerto
Rico

Safety

Reliability and
Resilience

Low Cost

New Technologies

PSEG Culture

Awards and Recognitions

PSEG’s People culture support, empower
and invest in the people, economy,
environment and infrastructure of the
communities we serve, embodying
PSEG’s mission to help build better
places to live and work.

PSEG Long Island has received numerous awards for our
commitment to the communities served:
• Corporate Citizen of the Year
• Marcum Workplace Challenge
• Largest Fundraiser LIBN
• March of Dimes - No. 1 Participant

PSEG’s strong commitment to health and
Safety unites PSEG employees, unions
and company leaders in achieving an
accident free environment where no one
gets hurt.
PSEG provides customers with Reliable
energy and has invested billions of dollars
to upgrade and modernize the pipes,
wires and technology to meet changing
customer expectations.
PSEG’s Economic leadership means
providing energy at a fair and reasonable
price. PSEG works diligently to find
economical ways to provide the energy
our customers need at the most
affordable cost.

Green Energy: PSEG is a thought-leader
and active implementer of energy and
environmental policy goals and has
invested nearly $2 billion in solar energy.
PSEG has introduced the largest energy
efficiency program in our history,
proposing to reduce electric usage by 2%
annually.

•

PSE&G Electric Operations has consistently been
among the best safety performers among industry
peers according to industry benchmarking

•

PSE&G has been recognized as the most reliable
utility in the Mid-Atlantic for 17 consecutive years, as
well as receiving the National Reliability Excellence
award five of the last twelve years
PSE&G’s $1.2 billion Bergen-Linden Corridor
transmission project was among major infrastructure
projects honored by the New Jersey Alliance for Action

•

•

PSE&G has a demonstrated ability to maintain flat
O&M costs over the past decade in a low growth
environment, while achieving top quartile performance

•

The Company was named to the Dow Jones
Sustainability North America Index for the 12th year in
a row. The DJSI recognizes forward-thinking
companies based on an appraisal of the company’s
strategy, management and performance in dealing with
opportunities and risks deriving from environmental,
social and governance factors
PSE&G makes CIO 100 List for New Alexa Customer
Services’ App. PSE&G was named to CIO Magazine’s
CIO 100 list for 2019 in recognition of innovative use of
technology to improve customer service
PSE&G was awarded POWERGRID International and
DistribuTECH Grid Optimization Project of the Year for
its Energy Strong Advanced Technologies Program

•

•
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PREPA’s T&D
System Objectives

PSEG Culture

Awards and Recognitions
•

Operational
Excellence

PSEG is an Industry Leader in delivering
investments that have resulted in top
quartile safety, reliability, customer
satisfaction and cost performance.

•

•

PSE&G’s scorecard process has been recognized by
the Palladium group and has been inducted in the
Balanced Scorecard Hall of Fame
PSE&G owns and operates the Utility Peer Panel, an
industry leading benchmark study along with best
practice conferences
PSEG Long Island: Focused efforts on safety,
reliability, customer satisfaction and stakeholder
relationships, meeting operational and financial
expectations

Table 1.2.1 Cultural Alignment Between PREPA’s Objectives and PSEG’s Everyday Culture

1.2.1.5 Key Qualifications and Distinctive Features
PREPA can be confident that it will receive significant value from a PSEG Puerto Rico management team
that will bring a history marked by excellence in constructing utility infrastructure on time and on budget
to meet FEMA requirements, an ability to consistently achieve strong operating performance, and a
proven capability of doing so while controlling costs. PSEG proposes an exceptional management team
with a proven record of operational excellence, customer service, financial prudency and community
engagement. PSEG will focus on providing results that will seek to achieve the goals of PREPA, its
customers and its stakeholders.
PSEG Long Island
PSEG Long Island manages the Long Island T&D System on behalf of LIPA, serving over 1.1 million
electric customers.
•

Public-Private Partnership. PSEG has experience making a substantially similar structure work
effectively – agreeing on key goals, objectives, and budgets and then serving as the responsible
operator, while providing LIPA the information it needs to fulfill its oversight responsibility. To
our knowledge, we are the only entity who has operated and managed a utility system on behalf
of its owner

•

Front-End Transition. At PSEG Long Island, the transition was seamless for customers and
employees, with an on time, on budget completion. During the transition period and first year of
operations, PSEG Long Island transitioned all employees. PSEG Long Island transitioned over
600 IT applications in addition to installing new IT systems for finance and a new outage
management system, as well as other systems necessary for operations

•

FEMA. In the wake of SuperStorm Sandy, PSEG Long Island is successfully completing a $730
million construction program to harden and make the Long Island T&D System more resilient.
On behalf of the sub-grantee, LIPA, PSEG Long Island manages the FEMA program including
oversight of procurement, contractors, design, construction, and support packages to meet FEMA
funding requirements. The FEMA funded program includes improvements to over 1,000 miles of
mainline circuits, installation of 900 reclosers, raising substations prone to flooding, and storm
hardening transmission crossings. These efforts are meaningfully improving the reliability and
hardening the T&D system against future storms

•

Exceptional Performance. In the first five years of the contract, PSEG Long Island has achieved
over 95% of the targeted employee, reliability, customer, financial and environmental
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performance metrics. As measured by J. D. Power for Electric Residential Customer Satisfaction,
PSEG Long Island is the most improved utility in the country each year from 2013 through 2019
•

Power Supply. As the resource supply manager on Long Island, PSEG Long Island completed an
Integrated Resource Plan which identified needed generating resources and those which can be
retired. In addition, PSEG Long Island manages the procurement process for new generation
including solar, storage and offshore wind. Risk management services related to interconnection
and asset management and fuel procurement are also provided for LIPA’s generation

•

Community Engagement. As part of PSEG Long Island’s community commitment, our senior
executives serve as board members for several local organizations such as Community
Development Corporation of Long Island, Family & Children’s Association, Island Harvest, the
Health and Welfare Council of Long Island, and many more. Through July 2019, PSEG Long
Island’s employees provided over 18,000 volunteer hours to the communities served, including
organizations such as Habitat for Humanity, Island Harvest, Earth Week, local elementary
schools and Making Strides Against Breast Cancer and others

•

Business Engagement. PSEG Long Island’s energy efficiency programs have helped 4,000
businesses stay competitive by saving energy and reducing overhead costs. In addition, PSEG
Long Island has purchased more than $120 million in goods and services from over 900 local
businesses. PSEG Long Island also offers economic development rate discounts and incentive
programs to encourage business growth and investment by all types of commercial customers.
New small and medium business revival programs are in progress and gaining traction. The
Vacant Space Program is designed to encourage occupancy of commercial space that has been
vacant for a period of one year or more and offers customers credits to reduce their energy bills
for the first year. The Main Street Revitalization Program offers financial incentives to support
projects that benefit the local economy by revitalization of under-utilized properties. These
programs have continued to build awareness of PSEG Long Island’s successes in boosting the
local economies in the communities PSEG Long Island serves

Public Service Electric and Gas
PSE&G’s continuous improvement and best practices culture drives operational excellence by relentlessly
focusing on safety, reliability, and customer satisfaction. Every year PSE&G sets two performance targets
for each metric – the first typically against industry benchmarks and the second is improvement over prior
year performance, both while keeping costs flat. A few key highlights include:
•

Employee Safety. Over the past decade, PSE&G has regularly achieved better than top quartile for
safety

•

T&D System Reliability. Over the past decade, PSE&G has annually achieved better than top
quartile reliability performance as measured by SAIDI, SAIFI and CAIDI, including several years
where PSE&G achieved top decile results

•

Customer Satisfaction. Over the past five years, PSE&G has averaged top quartile customer
satisfaction for electric residential and business customers

•

Cost Control. Over the past decade, PSE&G has kept O&M costs flat and is in the top quartile of
cost performance in the industry
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Figure 1.2.2 PSE&G’s O&M Expenses

PSEG will bring other key competencies and expertise with storm hardening and resiliency, utility
regulation, renewables and energy efficiency, implementation of technology, and data-driven
management.
•

Storm Hardening and Resiliency. Following SuperStorm Sandy, PSE&G was recognized for the
fastest restoration time in its northeast peer group. As a company within the hurricane corridor,
PSE&G invested heavily in system hardening and resiliency through its ‘Energy Strong’
program, thereby ensuring greater customer safety in managing future storms. While Energy
Strong was not a FEMA funded program, the BPU did assign an independent monitor of the
program to review its effectiveness and cost management and the monitor issued a highly
favorable report. Further, the BPU and Ratepayer Advocate asked hundreds of questions to assess
the prudency of costs during our cost recovery filing and 100 percent of the costs were approved.
PSE&G has a long history of timely storm restoration efforts and investing in infrastructure to
improve reliability and resiliency

Figure 1.2.3 One of PSE&G's Many Substation Hardening Projects Using Updated FEMA Flood Guidelines

PSEG Confidential and Proprietary

Page 26 of 254

Puerto Rico Public-Private Partnerships Authority
Puerto Rico Electric Power Transmission and Distribution System
•

Experience with Regulation. PSEG has deep experience with regulatory agencies and the
ratemaking process through each of its affiliates including PSE&G, which is regulated by the
BPU and Federal Regulatory Energy Commission (FERC)

•

Renewables and Energy Efficiency. PSEG has extensive experience in designing and operating
successful “best-in-class” Energy Efficiency and Renewable Energy programs that promote the
expanded adoption of energy efficiency and renewable energy purchases and practices by utility
customers. Our Company’s experience demonstrates innovation, proven performance and
industry notoriety that will position PREPA as a recognized leader in sustainable practices and
environmental stewardship

•

Technology Leadership. We recognize that many of PREPA’s systems have been run to failure
and will require management of significant investment. PSEG will utilize an Enterprise Resource
Planning system, and dozens of effective, contemporary support systems, many of which have
migrated to the cloud for greater cost-effectiveness and flexibility. We have also implemented
world-class systems for outage management, and we are investing in PSEG’s ‘Energy Cloud’ to
deliver next-generation customer service

•

Data Driven Management. PSE&G has been recognized by the Palladium Group with induction to
the Balanced Scorecard Hall of Fame for Executing Strategy®. PSE&G’s benchmarking process
has been recognized by American Productivity & Quality Center (APQC) as a best-practice
organization in performance measurement. PSE&G continues to sustain excellence and
improvement across all key metrics though data driven decision-making

Corporate Support Services
PSEG Services Corporation provides financial, human resource, information technology, legal,
procurement, risk management, corporate governance and other corporate support services on a
centralized basis for all PSEG companies
1.2.1.6 Labor Relations
The PSEG companies have a long standing history of maintaining a positive and collaborative
relationship among its employees, management, and unions. Our Labor Relations team provides day-today guidance in accordance with union agreements and PSEG policies and practices, resolves grievances
at the lowest level, develops and implements training, and negotiates timely and fiscally responsible
agreements in support of the corporation’s strategic objectives and business goals. PSE&G and its unions
have reached three contract extensions since 2011 while still achieving mid-term agreements. These midterm agreements are often reached through interest-based bargaining to resolve underlying issues, needs
and concerns in support of the PSEG’s business goals. For many years, PSE&G and its unions have
worked together when economic reasons require plant closings or position eliminations to minimize the
impact on affected employees through retraining and redeployment rather than layoffs. Unionmanagement Health & Safety Councils are the backbone of the PSE&G Health and Safety System. PSEG
and its unions have worked collaboratively to support legislation in support of the Company’s strategic
objectives, including modernizing infrastructure and improvements to safety, reliability and service for
our customers. There has not been a work stoppage at PSE&G since 1982.
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1.2.1.7 Summary of the Compensation Proposal
The detailed compensation proposal contained in the Definitive Proposal Form 1.8 Operational and
Financial Proposals will reflect PSEG Puerto Rico team’s collective experience and broad capabilities in
T&D operations, customer operations, back-office functions, workforce and asset transitions and
management services. PSEG Puerto Rico’s proposal will deliver PREPA value and performance based on
the extensive experience and record of accomplishment in the services sought by PREPA. A summary of
PSEG Puerto Rico’s pricing proposal follows:
Front-End Transition Services
•

PSEG Transition Services will be provided at cost. PSEG’s sole profit motive will be to complete
the transition milestones properly and timely. We propose incentives and/or penalties for early or
late transition relative to the Target Service Commencement Date

•

Our experience managing the LIPA transition and other transactions, enable us to have a focused,
transition effort, with greater certainty of early completion while minimizing transaction costs
that are on an hourly, at-cost basis

Operations Services
•

A proposed Fixed Fee and Incentive Compensation Component:
‒

The Fixed Fee in the initial year (2021) is $85 million (pro rata for partial year),
escalating at the higher of 4% per Contract Year or at the Puerto Rico All Family
Consumer Price Index as measured by the Economic Development Bank for Puerto Rico

‒

The Incentive Fee begins at $10 million and increases $10 million annually in each of the
next three years. Starting in Contract Year 5 the Incentive Fee will be escalated at the
higher of 4% per Contract Year or the Puerto Rico All Family Consumer Price Index as
measured by the Economic Development Bank for Puerto Rico. The purpose of this three
year ramp up period is multi-fold: the first two year’s incentive compensation will be
based on achieving certain mutually agreed to performance metrics and strategic
milestones. The Front-End Transition period and the first two years of operations will be
used to establish a baseline for performance metrics. Incentive compensation will become
an increasingly meaningful part of compensation as PSEG’s targets for performance
metrics (i.e., safety, reliability, customer satisfaction and other mutually agreed upon
metrics) adjust over time. Following the ramp up period, the targeted incentive payment
and Service Fee will increase at the higher of 4% per year or at the Puerto Rico All
Family Consumer Price Index as measured by the Economic Development Bank for
Puerto Rico. As a result, approximately 1/3 of our total compensation will be at-risk,
subject to achieving mutually agreed upon performance metrics

•

As demonstrated with PSEG utility service providers’ performance in New Jersey and Long
Island, PSEG will make a meaningful difference in service for PREPA’s customers and
stakeholders, targeting reliability, storm response performance, customer satisfaction and other
objectives, while prudently managing costs

•

Contract terms and conditions that align with the required service delivery approach and
objectives that are clear on responsibilities, facilitate a fully transparent relationship in the
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delivery of Front-End Transition and Operations Services, and focus on a culture of customer
satisfaction and high performance
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