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Schedule I-A 
 

Demand Protection Term Sheet 

Each capitalized term not defined herein has the meaning given in the Restructuring Support Agreement and the 
exhibits, schedules and annexes thereto to which this Term Sheet is attached (collectively, the “RSA”).  The omission 
of a term or condition contained elsewhere in this Term Sheet, including in the Restructuring Term Sheet, shall not 
affect the applicability of such term or condition. 
 
This Term Sheet does not constitute (nor shall it be construed as) an offer with respect to any securities.  This Term 
Sheet does not address all material terms that would be required in definitive documents and in order to consummate 
the transactions set forth in this Term Sheet and is subject to definitive documentation in form and substance mutually 
agreed upon by the Required Parties as well as to enactment of any legislation and issuance of any regulatory 
approvals contemplated by the RSA and this Term Sheet. 
 
 

Overall Objectives 
of the Parties 

The Government Parties, the Ad Hoc Group and Assured have entered into the 
RSA with the understanding that the Transition Charge is intended to be 
implemented so as to promote efficient investment in, and efficient use of, Puerto 
Rico’s electric infrastructure while providing for the recovery of legacy costs 
associated with the financing of the development of that infrastructure.  The 
Transition Charge will be collected from all current and future Customers which 
have benefitted, are benefitting, or will benefit from the use of the System and 
which have benefitted from PREPA’s generation assets, as set forth in this Term 
Sheet.17 

Key Definitions “System” means the T&D assets in PREPA’s possession on July 23, 2018, as well 
as any replacements, extensions, or improvements of such assets made since that 
date and any T&D assets acquired or constructed by PREPA and connected to the 
System after July 23, 2018.  

“Customer” means a service location or premise that (a) is connected to the 
System, (b) uses or leases any part of the System, (c) is connected to a microgrid, 
municipal utility or electric cooperative that is connected to or uses the System, or 
(d) benefits from any agreement that requires the System to provide the Customer 
electricity under any condition, including without limitation, an obligation to 
provide power on a standby, maintenance, emergency, or similar basis.18 

                                                      
17 Any reference herein to “PREPA” refers to PREPA and any successors to PREPA (in full or in part) in its historic 
role as provider of transmission and distribution (“T&D”) services, including any entity succeeding to PREPA’s T&D 
assets or functions as T&D service provider through lease, sale, concession agreement, management agreement or 
other form of privatization, but for the avoidance of doubt shall not include entities that succeed solely to PREPA’s 
generation assets or functions.   
18 For the avoidance of doubt, consistent with utility industry standards, the term “Customer” refers to a service 
location or premises, and not to an actual person.  Furthermore, a Customer shall not include any permanently 
disconnected service location or premise that does not benefit from any agreement that requires the System to provide 
the Customer with electricity under any condition, including without limitation, an obligation to provide power on a 
standby, maintenance, emergency, or similar basis.  For the purposes of this definition, “permanently disconnected” 
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“Consumption” means, for any given time period, the amount of electricity 
consumed by a Customer, regardless of the source of such electricity, including 
thermal, solar, wind, geothermal or other renewable or recyclable sources, whether 
owned by PREPA or any successor, lessor or concessionaire, an independent 
power producer, municipality, cooperative or a Customer. 

“Gross Consumption” means, for any given time period, the amount of electricity 
consumed by a Customer, regardless of the source of such electricity, including 
thermal, solar, wind, geothermal or other renewable or recyclable sources, whether 
owned by PREPA or any successor, lessor or concessionaire, an independent 
power producer, municipality, cooperative or a Customer.  The Gross 
Consumption of a new Customer (i.e., a Customer that has not established a 
history of electricity consumption over a period of at least twenty-four (24) 
months) prior to the date it connects to the System) shall be deemed for the period 
before such new Customer has established twenty-four (24) months of electricity 
consumption history to be the average kWH consumed over a period of twenty-
four (twenty-four) months by an electricity consumer in Puerto Rico having a 
connected electric load comparable to the electric load which such new Customer 
shall have reported to PREPA , the Servicer or subservicer, as the case may be, at 
the time it applies for connection to the System, as such average may be adjusted 
to take into account the size of the new Customer premises, the nature of the loads 
to be connected, the location of the new Customer’s premises relative to the 
System and other factors bearing on electricity consumption, including size and 
specifications of the behind the meter system. 

“Net Consumption” means, for any given time period, a Customer’s Gross 
Consumption less amounts of electricity which such Customer produces through 
properly permitted behind the meter generating facilities. 

“Transition Charge” has the meaning given to it in the Recovery Plan Term 
Sheet. 

“Transition Charge Rate” means the per-kilowatt hour rate of the Transition 
Charge from years 1 through 24 and thereafter, as set forth on the Recovery Plan 
Term Sheet, as modified to take into account the Excepted Customer Classes and 
Subsidy Charge. 

Non-Bypassability Transition Charges are non-bypassable charges, the payment of which shall be 
obligatory.  Transition Charges shall be assessed on all Customers, regardless of 

                                                      
means any service location or premises, including one connected to a microgrid, municipal utility or electric 
cooperative, not capable of receiving any electricity from, delivering electricity to, or being synchronized with, the 
System, including, but not limited to, for standby, maintenance, emergency, or similar purposes, or providing 
electricity to the System.  With respect to a microgrid, “permanently disconnected” means a microgrid, municipal 
utility or electric cooperative permanently operating solely in island-mode and without any agreement that requires 
the System to provide the microgrid, municipal utility or electric cooperative electricity under any condition, including 
without limitation, an obligation to provide power on a standby, maintenance, emergency, or similar basis.  
Notwithstanding the foregoing, a microgrid, municipal utility or electric cooperative permanently operating solely in 
island-mode shall not be considered “permanently disconnected” if it uses or leases any part of the System. 
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the date as of which they become Customers, through a fixed charge or volumetric 
charge, as applicable, unless, subject to the conditions set forth herein, including 
the assessment of the Subsidy Charge, a Customer in an Excepted Customer Class 
is excepted from paying all or a part of the Transition Charges.  Customers shall 
not be permitted to evade the imposition of Transition Charges or reduce their 
responsibility for Transition Charges by disconnecting and subsequently 
reconnecting to the System or by withholding from the Servicer any information 
required in order to assess Transition Charges or determine the Customer’s status 
as a BTMG Customer or Grandfathered BTMG Customer. 

Implementation 
Date 

The cutoff date for eligibility for treatment as a Grandfathered BTMG Customer 
(see below) shall be September 30, 2020 (the “Implementation Date”). 

Grandfathered 
BTMG Customers 

Customers with behind the meter generation (“BTMG Customers”) that was 
approved, in place, and operational prior to the Implementation Date (each, a 
“Grandfathered BTMG Customer”) will be subject to a monthly Transition 
Charge in the form of a fixed charge calculated for each month by multiplying the 
Transition Charge Rate applicable to such month by a monthly average of the 
Grandfathered BTMG Customer’s Net Consumption over the prior twenty-four 
(24) month period, after taking into account a three (3) month lag time (such 
period, the “Twenty-Four Month Period”).19  The fixed charge shall be revised 
as set forth in (1) and (3) of “Fixed Charge Updates.” 

Any Grandfathered BTMG Customer whose behind the meter generation capacity 
increases by more than 20% above the capacity in place on the Implementation 
Date shall cease in the next billing period and in all subsequent billing periods to 
be considered a Grandfathered BTMG Customer to the extent of the behind the 
meter generation capacity increase.  

Notwithstanding anything to the contrary provided in this Term Sheet, all 
Grandfathered BTMG Customers shall cease to be Grandfathered BTMG 
Customers on the twentieth (20th) anniversary of the Effective Date and each such 
Customer shall thereafter be a Non-Grandfathered BTMG Customer. 

Non-
Grandfathered 
BTMG Customers 

All BTMG Customers other than Grandfathered BTMG Customers, including 
former BTMG Customers that cease to be Grandfathered BTMG Customers (each, 
a “Non-Grandfathered BTMG Customer”), shall be obligated to pay the 
Servicer for the cost of installing at, a minimum, a revenue grade meter to measure 
the amount of electricity that is generated behind the meter (each such meter, a 
“BTMG Meter”).  The BTMG Meter shall be in place and functioning by the time 
the Customer’s behind the meter generation system first comes online.  The 
BTMG Meter shall be installed immediately after the behind the meter generation 

                                                      
19 “Approved behind the meter generation” refers to generation installations that are installed consistent with 
PREB-approved rules (if applicable), are properly licensed by the Commonwealth, and have been fully inspected and 
determined to be compliant by a licensed electrical inspector.  Approved behind the meter generation does not include 
a generator whose sole function is to provide back-up power when power from the System (including power supplied 
via any microgrid, municipal utility or electric cooperative) is interrupted. 
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system and before such generated electricity reaches any load.  The Servicer shall, 
from time to time, inspect and test a sampling of BTMG Meters consistent with 
industry practice. 

Each Non-Grandfathered BTMG Customer with a BTMG Meter shall be subject 
to a monthly Transition Charge in the form of a charge that shall be the greater of 
(x) a fixed charge calculated for each month by multiplying (i) the Transition 
Charge Rate applicable to such month by (ii) the monthly average of that Non-
Grandfathered BTMG Customer’s Gross Consumption during the then-applicable 
Twenty-Four Month Period, and (y) the product of the Transition Charge Rate 
applicable to such month and the Non-Grandfathered BTMG Customer’s Net 
Consumption for such month.  The fixed charge set forth in (x) shall be revised as 
set forth in (2) and (3) of “Fixed Charge Updates.”  The initial Twenty-Four Month 
Period for a Non-Grandfathered BTMG Customer shall be the Twenty-Four 
Month Period concluding on the date on which that Customer became a Non-
Grandfathered BTMG Customer. 

Until such time as a Non-Grandfathered BTMG Customer has an operating BTMG 
Meter, then, for purposes of clause (x)(ii) of the immediately preceding paragraph, 
the monthly average of that Non-Grandfathered BTMG Customer’s Gross 
Consumption during the then-applicable Twenty-Four Month Period shall be 
deemed to be the gross electricity inflows received from the System in the month 
for which the fixed charge is being calculated. 

Customers without 
BTMG Generation 

All Customers other than BTMG Customers (including, for the avoidance of 
doubt, any Customers that become Customers on or after the Implementation 
Date) will be subject to a monthly Transition Charge calculated by multiplying 
each Customer’s Consumption by the then-applicable per kilowatt hour Transition 
Charge Rate.   

Adjustment of 
Consumption 
Calculations  

Calculations of Gross Consumption or other calculations of historical 
consumption over a specified period required by this Term Sheet shall be adjusted 
to take into account the number of months required by this Term Sheet while 
eliminating from such calculation any period (as well as any quantity of electricity 
delivered from the System in such period) during which a Customer’s 
consumption of electric energy delivered from the System shall have been reduced 
or eliminated by reason of an event of force majeure affecting the System or a 
malfunctioning meter. 

Allocation of 
Transition Charges 
Among Customer 
Classes 

Exemptions, subsidies and credits may be offered to certain classes of Customers, 
and exemptions, subsidies and credits may be created for the benefit of low- and 
middle-income residential Customers.  The value of any such exemptions, 
subsidies and credits and of the Additional Subsidies described below shall be 
spread among other Customers on the terms set forth below (the Customers to 
whom such exemptions, subsidies, charges and credits apply, the “Excepted 
Customer Classes”); provided that (i) the aggregate value of all such exemptions, 
subsidies or credits (collectively, the “Subsidy Value”) shall be calculated and 
charged to all other Customers, through a fixed or volumetric charge, as 
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applicable, by the Servicer through a transition charge subsidy line item on 
Customer invoices (such line item, the “Subsidy Charge”), and then remitted to 
the Trustee for the Securitization Bonds in the same manner as all other Transition 
Charges and such subsidy payments, and the Amended Act shall provide that such 
Subsidy Charge and all rights thereto shall form a portion of the Restructuring 
Property to the same extent as all other Transition Charge revenue and rights 
thereto; (ii) any such exemption, subsidy or credit shall not impair the Servicer’s 
ability to collect the aggregate amount of revenue to be generated in any period 
through imposition of the Transition Charge; and (iii) such exemptions, subsidies 
or credits shall only be permitted to the extent the recovery of the Subsidy Value 
(including the Uncollected Amounts Charge) from Customers other than 
Customers in the Excepted Customer Classes never increases the responsibility of 
any Customer class for Transition Charges by more than 25%.  

The Servicer shall verify and audit the Transition Charge Revenue to confirm that 
any Subsidy Charges or credits are net revenue neutral, and the Subsidy Value and 
Subsidy Charge shall be recalculated annually.  

Additional 
Subsidies 

The Subsidy Charge for any month shall include the monthly average of the sum 
of: 

(1) an amount to cover Subsidized Entities’ Non-Collections and an amount to 
cover General Public Non-Collections (together, the “Uncollected Amounts 
Charge”); and  

(2) an amount to cover Government Non-Collections. 

“Subsidized Entities’ Non-Collections” shall mean, in any given year, the 
amount of Billed (as defined in the Definitive Documentation) but unpaid kilowatt 
hours for the preceding year attributable to deliveries under CILT arrangements, 
for public lighting, for low-income (public) housing, or for other subsidies, 
exemptions or credits then in effect; provided, that in the first year starting on the 
Effective Date, the Subsidized Entities’ Non-Collections shall be a projection of 
the amount of expected unpaid kilowatt hours delivered to such entities.  The 
amount to cover Subsidized Entities’ Non-Collections shall mean the Subsidized 
Entities’ Non-Collections multiplied by the then-applicable Transition Charge 
Rate. 

“General Public Non-Collections” shall mean, in any given year, the amount of 
Billed but unpaid kilowatt hours delivered to Customers that are not included in 
the Subsidized Entities’ Non-Collection and that are not the Government or a 
Government Entity (such Customers, “General Public Customers”); provided, 
that in the first year starting on the Effective Date, the General Public Non-
Collections shall be a projection of the amount of expected unpaid kilowatt hours 
delivered to General Public Customers.  The amount to cover General Public Non-
Collections shall mean the then-applicable Transition Charge Rate multiplied by: 

(i) in the event that (x) there is a private third-party acting as the System 
operator or (y) PREPA or any Government Entity is operating or 
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managing the System and is following the Collection Regulations, any 
amounts over 1.5% of the total kilowatt hours consumed by General 
Public Customers that were Billed but not collected during the previous 
year; or 

(ii) in the event that PREPA or any Government Entity is operating or 
managing the System and is not following the Collection Regulations, all 
total kilowatt hours consumed by General Public Customers that were 
Billed but not collected during the previous year. 

The Uncollected Amounts Charge shall be recalculated each year and shall be 
updated on each Update Date to give effect to the then applicable Transition 
Charge Rate as follows: 

If the actual uncollected amounts (or, if applicable, in the case of General 
Public Non-Collections, actual uncollected amounts above the 1.5% 
threshold) (such amounts, the “Actual Uncollected Amounts”) for any 
given year (after giving effect to any adjustments from previous years) 
are less than the amount that was charged to Customers through the 
Uncollected Amounts Charge, the Uncollected Amounts Charge shall be 
reduced in the next year to rebate such excess to Customers in the form 
of a lower Uncollected Amounts Charge.  If the Actual Uncollected 
Amounts for any given year (after giving effect to any adjustments from 
previous years) are greater than the amount that was charged to 
Customers through the Uncollected Amounts Charge, the Uncollected 
Amounts Charge for the next year shall be increased to make up for such 
shortfall.   

“Government Non-Collections” shall mean, in any given year, the total amount 
of payables owed with respect to kilowatt hours consumed by the Government and 
all Government Entities that were more than sixty (60) days past-due as of the end 
of the previous year.  The amount to cover Government Non-Collections shall 
mean the Government Non-Collections multiplied by the Transition Charge Rate 
applicable for such year.  The Government Non-Collections shall be recalculated 
each year and shall be updated on each Update Date. 

PREB shall, to the extent necessary, adopt and/or modify regulations acceptable 
to the Parties that shall require PREPA or any concessionaire or other manager or 
operator of the System, or electric service provider to exercise collection remedies 
for non-payment (including for disconnection after 60 days of non-payment) by 
General Public Customers (as defined below) and the Government and 
Government Entities that are in accordance with national standards (the 
“Collection Regulations”).  The Amended Act shall, to the extent necessary, 
authorize the adoption of the Collection Regulations. 

Fixed Charge 
Updates 

The fixed charge applicable to Grandfathered BTMG Customers and Non-
Grandfathered BTMG Customers shall be recalculated by the Servicer on the 
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Effective Date and every anniversary thereof (any such date, the “Update Date”) 
as follows: 

(1) For Grandfathered BTMG Customers, at the conclusion of each Twenty-Four 
Month Period measured from the Effective Date, by calculating that 
Grandfathered BTMG Customer’s average monthly Net Consumption for the 
most recent Twenty-Four Month Period preceding such Update Date;  

(2) For Non-Grandfathered BTMG Customers, at the conclusion of each Twenty-
Four Month Period measured from the Effective Date, by calculating that 
Non-Grandfathered BTMG Customer’s average monthly Gross Consumption 
for the most recent Twenty-Four Month Period preceding such Update Date; 
and 

(3) For all BTMG Customers, every year on the Update Date, to reflect changes 
in the applicable Transition Charge Rate to ensure that the fixed charge is 
consistent with the Transition Charge Rate for such month. 

Notification & 
Metering 
Requirements 

The provisions of this Term Sheet regarding BTMG Customers shall apply to any 
existing or new Customer which installs behind the meter generation, whether or 
not such Customer seeks and/or receives approval to become a net metering 
Customer. 

All BTMG Customers shall be required to install or pay the Servicer for installing 
the necessary BTMG Meter to allow the Servicer to measure and record quantities 
of electricity produced from such BTMG Customer’s behind the meter generating 
facilities, or electricity usage within any microgrid, municipal utility or electric 
cooperative (or similar system or entity) connected to the System or with an 
agreement permitting it to obtain standby capacity or emergency energy from the 
System, and the Servicer shall routinely read these meters for Transition Charge 
billing purposes. 

In addition to any required regulatory notice, a Customer shall be required to send 
a notice to the Servicer (whether PREPA or any replacement Servicer or sub-
servicer) (the “BTMG Notice”) in the event that it installs behind the meter 
generation or ceases to be a Grandfathered BTMG Customer for any of the reasons 
set forth in this Term Sheet.  The Servicer shall be required to promptly provide 
copies of all BTMG Notices to the Issuer, the Servicing Monitor, and the Trustee 
for the Securitization Bonds.   

A Customer which fails to file a BTMG Notice shall pay a “Registration Charge” 
equal to $250 (subject to annual increase at not less than the Consumer Price 
Index) plus the amount of Transition Charges the Customer would have owed if it 
had properly notified the Servicer of the installation of its behind the meter 
generation for the period beginning when it was installed and ending on the date 
of discovery (such amount, the “Missed Transition Charge Payment”).  The 
Issuer shall receive the Missed Transition Charge Payment, and the remaining 
portion of the Registration Charge shall be remitted to PREPA.  The Amended 
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Act shall provide that the Missed Transition Charge Payment is Restructuring 
Property. 

Upon identifying a Customer that may have failed to file a BTMG Notice, the 
Servicer shall determine whether the Customer was required to file a BTMG 
Notice, calculate the amount of any Registration Charge, and enforce and collect 
the Registration Charge, each in a manner consistent with the Servicer’s 
investigation and collection of obligations from Customers to the Servicer. 

Role of the Servicer The Servicer’s responsibilities shall include (i) calculating the Transition Charge 
component of the Subsidy Charge; (ii) conducting audits of Transition Charge 
Revenues to confirm that any Subsidy Charges or credits are net revenue neutral; 
(iii) reviewing the BTMG Notices; (iv) auditing the BTMG Notices; (v) 
conducting ongoing diligence to identify Customers that failed to file BTMG 
Notices as required; (vi) calculating and implementing Fixed Charge Updates; and 
(vii) implementing any Fixed Charge Amendment approved by the PREB. 

Annual Calculation 
Audit 

In the event that a private third party is acting as Servicer, the Issuer’s Auditor 
shall, in addition to the annual audit of the Issuer, conduct an audit, with respect 
to the Servicer or any subservicer, of (i) the calculations of the Transition Charge 
component of the Subsidy Charge, (ii) the Transition Charge Revenues to confirm 
that any Subsidy Charge or credit are net revenue neutral and that total Transition 
Charges billed are consistent with Consumption, Gross Consumption and Net 
Consumption, as applicable, and otherwise consistent with the calculations set 
forth herein, (iii) Customers’ eligibility as Grandfathered BTMG Customers, Non-
Grandfathered BTMG Customers, and Excepted Customer Classes; (iv) the 
calculation and implementation of any Fixed Charge Update; and (v) the 
implementation of any Fixed Charge Amendment.  “Issuer’s Auditor” means an 
independent accounting firm of recognized national standing acceptable to the 
Trustee for the Securitization Bonds. 

In the event that PREPA or any Government Entity is acting as Servicer, there will 
be a Servicing Monitor in place to perform the duties set forth above, as well as 
the duties set forth in the Securitization Term Sheet.   

Role of PREB After the Securitization Bonds are issued, PREB’s role with regard to the 
calculation, modification or imposition of any Transition Charge shall be limited 
to (i) verification of the mathematical accuracy of the Servicer’s calculation of (a) 
the Transition Charge, (b)  Subsidy Value and Subsidy Charges impacting the 
Transition Charge; (c) Gross Consumption and Transition Charge revenue 
calculations to confirm that Subsidy Charges do not negatively or beneficially 
impact Transition Charge revenue, as determined by the Servicer; 20  and (ii) 
amending the fixed charge applicable to BTMG Customers if, in a proceeding of 
which all Bondholders shall be given notice, it determines that the fixed charge is 
contributing to and is likely to continue to contribute to BTMG Customer 

                                                      
20 Any correction of such a mathematical error shall be made in the first billing cycle in which such adjustment can be 
practically implemented.  In no event shall PREB’s inquiries into any such mathematical error or the correction thereof 
result in a delay to the calculation, billing, and collection of the Transition Charge or the Subsidy Charge. 
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defection from the System that is likely to result in material changes in Transition 
Charge revenue (any such amendment, the “Fixed Charge Amendment”).  The 
Fixed Charge Amendment may be applied to the fixed charge collected from the 
BTMG Customer classes most likely to defect from the System.  Any Fixed 
Charge Amendment shall be (i) supported by third-party expert studies 
quantifying the impact of implementing the Fixed Charge Amendment as 
compared with the status quo; (ii) put into effect only (a) if the Securitization 
Bonds have an investment grade rating, (b) if every rating agency that has rated 
the Securitization Bonds has confirmed that the Fixed Charge Amendment shall 
not result in a downgrade of the rating on the Securitization Bonds or otherwise 
cause an adverse action by the rating agency, and (c) upon the affirmative vote of 
the holders of a majority of principal amount of the Securitization Bonds at that 
time outstanding, excluding any Securitization Bonds held by the Government, 
any Government Entity, and any Puerto Rico municipality; and (iii) may be 
implemented no more frequently than once every three (3) years. 

Servicing 
Agreement  

Each microgrid, municipal utility, cooperative or any person selling electricity 
directly or indirectly to a microgrid, municipal utility, cooperative, or Customer 
that is subject to the provisions of this Term Sheet shall be a “subservicer” and 
each shall enter into the Servicing Agreement with the Servicer upon such terms 
and provisions as may be agreed upon by the Required Parties.  

Protections The terms set forth in this Term Sheet shall be included in the Amended Act, and 
all charges, fees, and payments required hereunder (and the right to such charges, 
fees, and payments and the revenues therefrom) shall be treated as Transition 
Charges, Transition Charge Revenues and part of the Restructuring Property. 

 
  

  




