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October 7, 2019 

 

Dear Senators Sanders, Warren, Merkley, Markey, Blumenthal, Gillibrand, Booker, and 

Menendez, and Representatives Ocasio-Cortez, Pocan, Jayapal, Espaillat, and García:  

 

The Financial Oversight and Management Board for Puerto Rico has received and reviewed your 

letter, dated September 24, 2019, concerning the Oversight Board’s recent work, and very much 

appreciates this opportunity to respond.   

 

The Fiscal Plan for the Commonwealth, certified on May 9, 2019, projects a cumulative surplus 

of $13.7 billion from 2019-2024 and $19.7 billion from 2019-2049.  As we have explained 

previously, the Fiscal Plan does not commit the surplus to debt service or any other expense.  

Rather, the Fiscal Plan simply projects the expected primary surplus net of fiscal measures and 

structural reforms over a period of time.   

 

The Oversight Board’s recently filed Plan of Adjustment for the Commonwealth, however, does 

commit the Fiscal Plan’s expected primary surplus for certain uses.  For example, over the next 

eight years, the Plan of Adjustment provides that the Commonwealth will deposit the balance of 

the projected primary surplus net of debt service and $200 million into a pension reserve trust 

whose use will be restricted to paying for pensions in the years that the Commonwealth cannot 

afford to do so.  The Oversight Board projects that the Commonwealth will deposit approximately 

$6 billion to this pension reserve, which with interest will be sufficient to cover the cost of the 

Commonwealth’s pension obligations for at least 30 years.  The Plan of Adjustment also provides 

that if the Commonwealth exceeds expectations and generates more surplus than the Fiscal Plan 

projects, a portion will be distributed to retirees to restore pension cuts and another portion will be 

distributed to public sector workers as a bonus.   

 

As you note, the May 2019 Fiscal Plan’s projected primary surplus has changed since the first 

fiscal plan was certified by the Oversight Board in March 2017.  The most significant difference 

from two years ago is of course Hurricanes Irma and Maria.  Both caused unprecedented 

destruction and devastation and the people and businesses of Puerto Rico are still struggling to 

recover.  But one consequence of Hurricanes Irma and Maria was the federal government 

committing and spending significantly more in Puerto Rico than was projected in March 2017.  

This increased spending from the federal disaster response, recovery, and reconstruction effort has 

led to greater economic activity and therefore greater government revenues and projected surplus.   
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For a detailed explanation of how the certified Fiscal Plan and Budget prioritize spending on 

health, education, and public safety, please refer to Appendix A, which contains an overview of 

the FY2020 budget for the Commonwealth.   

 

For copies of the Oversight Board’s services agreements with McKinsey & Company and 

Citigroup Global Markets Inc., please refer to Appendix B.   

 

For materials related to the Oversight Board’s conflicts of interest policies and detail on Oversight 

Board members’ professional and familial relationships, please refer to Appendix C from the 

Oversight Board’s Independent Ethics Advisor.    

 

Finally, your letter incorrectly states that the Oversight Board’s own budget amounts to $300 

million a year.  In fact, the Oversight Board’s budget was $31 million in fiscal year 2017, $60 

million in fiscal year 2018, and $65 million in fiscal year 2019, and is $58 million this fiscal year.  

The $300 million figure is the total amount of fees and expenses that have been approved by the 

Title III court through January 2019.  This amount includes the cost of professionals who represent 

the Government of Puerto Rico, the Official Retirees Committee, the Unsecured Creditors 

Committee, various other parties, and the Oversight Board.  In any event, the cost of Puerto Rico’s 

Title III cases is exorbitant and tragic.  We know of no better way to limit the expenses associated 

with the Title III cases than to emerge successfully from Title III as soon as is possible.  We believe 

our recently filed Plan of Adjustment for the Commonwealth is the first step toward accomplishing 

that.   

 

We trust this letter adequately addresses your concerns and thank you for your continued support 

for Puerto Rico.  

 

Sincerely, 

 

 
 

José B. Carrión 

 

Andrew G. Biggs  

Carlos M. García  

Arthur J. González  

José R. González  

Ana J. Matosantos  

David A. Skeel, Jr.  

 

CC:  Natalie A. Jaresko 

 Eli Diaz Atienza  

 Andrea Bonime-Blanc 
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1. Executive summary
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Budget continues the trend of spending within the Government’s means in a transparent and prioritized way

Supports the Government’s priorities of public safety, education, and healthcare services, and 

includes a higher level of capital expenditures spending consistent with the 2019 certified Fiscal Plan

Funds social security for eligible police, teachers and judges as well as increases in salaries for 

teachers, police officers, and firefighters

Increases local budget funding of Medicaid program, given reduction in Federal funds. 

This represents the largest cost increase for FY2020

Takes a comprehensive view of governmental spending

Significantly reduces professional services expenses year-over-year

Similar to FY2019, includes a University of Puerto Rico (“UPR”) scholarship fund to 

supplement UPR’s existing needs-based scholarships

Incorporates federal disaster aid local match funding, other new federal funding sources, and 

the second of ten annual emergency reserve installments

Allocates sufficient funds to cover Pay-As-You-Go (“PayGo) pension obligations for current 

retirees of the Central Government

FY20 certified budget highlights
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes CRIM, COSSEC, and Municipality spend.

2. Includes General Fund PayGo fees for Employee Retirement System (“ERS”), Teacher Retirement System (“TRS”), and Judicial Retirement System (“JRS”) systems. See appendix for a more detailed breakdown of 

pension PayGo fees.

3. Includes $345m in SRF PayGo fees for certain instrumentalities and municipalities included in ERS, consistent with the certified Fiscal Plan. The Commonwealth processes pension payments on behalf of municipalities 

and certain instrumentalities. All municipalities and other contributing instrumentalities budget the full pension PayGo fee. As a result, reimbursements of the pension PayGo fees are shown in the Central Government 

budget. 

4. Budget for instrumentalities include utilities and Commonwealth transfers for FY20. 

5. COFINA and GDB debt service is not included in the certified budgets. Actual GDB debt service on the new notes is variable and depends on collections from the pledged loan portfolio pursuant to contractual terms.

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019

Total public sector spending1

$27.4 billion
Including Instrumentalities

with independent fiscal plans1

Central
Government

64%Pension PayGo
9%

Instrumentalities
26%

Total public sector spending in FY20, including instrumentalities with independent 

fiscal plans1

Central Government (see section 2 of presentation)

General Fund (“GF”) 2 (see section 3) $9,051

Federal Funds (“FF”) 7,595

Special Revenue Funds (“SRF”)3 3,563

Total Central Gov’t inc. pensions $20,210

Instrumentalities1,4 (see section 6)

PREPA                                               $2,998

PRASA                                               1,351

HTA 864

UPR 1,349

COFINA debt service5 437

GDB debt service5 159

Total Instrumentalities $7,158

Total public sector spending1 $27,368

$ in millions
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FY20 certified Central Government budget by fund type and General Fund budget by 

type of spend1

PayGo
22%

Personnel 
expenses

30%

Non-personnel
48%General 

Fund
45%

Federal 
Funds
37%

Special 
Revenue 

Funds
18%

FY20 Central Government budget

$20.2 billion

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes instrumentalities.

Source: FY20 certified budget

FY20 General Fund budget

$9.1 billion
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The $20.2b FY20 certified Central Government budget spending by grouping category 

and PayGo, including General Fund, Special Revenue Fund, and Federal Funds1

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Grouping categories exclude PayGo.

2. Other groupings include: OMB and Hacienda Custody Accounts, State Insurance Fund Corporation, Executive Office, economic development, independent agencies, federal unemployment, Rum cover over, COFIM, 

and disaster cost share.

K-12 and Higher Education

$4.3b

Health

$3.5b

Pension 

PayGo

Families and 

Children
Public Safety

$2.6b $2.4b $1.1b

OCFO –

Hacienda

Legislative 

Assembly

General Court 

of Justice

Other 

groupings2Public WorksCorrections

$387m $336m $362m $279m $96m $3.8b

Housing

$1.0b
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FY20 certified Central Government budget spending highlights

ASES 

Medicaid state funding1

Higher education spending on UPR 

and 2nd year of UPR scholarships

$917m $599m

Wage increase and 

back pay for police, 

teachers, directors, 

and firefighters

Transfers to 

municipalities

Cash

Grants, including 

transfers to NGOs 

via Legislature

$214m $132m$428m

Locally funded 

capital 

expenditures and 

disaster cost share

$482m

Social Security for 

teachers, police, 

and judges

Funding for 

Cardio and Cancer 

Hospital to 

become fully 

operational

Federal Fund 

reimbursement to 

GDB

2nd year funding  

of emergency 

reserve of the total 

10 year period

$130m $105m $46m $34m $32m

Social services for 

the elderly and 

handicapped

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Amount reflects General Fund appropriation to ASES and includes administrative fees and premiums tax.
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The FY20 certified budget includes more than $300 million in incremental funding for 

government priority areas such as public safety, education, and health

Government priority areas
$ in millions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget, certified Fiscal Plan, dated May 9, 2019

Public 
Safety, 
$242

Education, 
$65

Health, 
$58

Agency

▪ $1,500 salary increase per firefighter

▪ Safety Equipment   

▪ $3

▪ $2
Firefighters

▪ Personnel for back log

▪ Investment for lab and equipment 

materials 

▪ $5

▪ $1Forensics

▪ $500 raise for teachers and Directors, in 

addition to the $1,500 increase in FY19

▪ UPR Scholarship second year

▪ Teacher’s Social Security 

▪ $14

▪ $39

▪ $12

Education

▪ No reductions to nursing personnel

▪ Payroll operational needs

▪ $7

▪ $13

Health 

Grouping

▪ Medicare certification ▪ $6ASSMCA

Cardio and 

Cancer Center

▪ Cardio: Investment for materials spending

▪ Cancer: Investment to become fully 

operational

▪ CapEx for Cancer Center

▪ $2

▪ $27

▪ $3

Description Amount

▪ Average 15% salary increase  

▪ Life/disability insurance

▪ 2nd of 3 installments for back pay

▪ Social Security for all police officers

▪ $72

▪ $3

▪ $122

▪ $34

Police
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Special Revenue Funds not previously budgeted:

FY19 FY20

Unemployment Tax Collections - $248

Rum Cover-Over Payments to Rum Producers - 179

Municipal Finance Corporation (COFIM) - 130

Economic Development Funds (FEDE) - 76

HTA Capital Expenditures - 67

Municipal Development Fund (MDF) - 53

Municipal Improvement Fund (MIF) - 26

Conservation Trust of Puerto Rico - 15

Integral Fund for Agricultural Development (FIDA) - 13

Rums of Puerto Rico Subsidy (PRIDCO) - 10

Puerto Rico Science, Technology & Research Trust - 5

The FY20 certified budget significantly improves transparency by including 

appropriations for all expenditures

Central Government budget, including pensions1

$ in millions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Analysis excludes Instrumentalities with independent fiscal plans, except the UPR General Fund appropriation, HTA capital expenditures transfers, and PayGo fees for entities outside of the CW fiscal plan. Refer to 

slides 46 through 50 for details on HTA, PRASA, PREPA, and UPR. Refer to slide 54 for more information on PayGo fees. 

2. In FY20, Federal Funds were certified as provided by the Office of Management and Budget.

Source: FY16-FY20 certified budgets

9,800
8,987 9,561

8,758 9,051

3,480

3,264

3,867

2,696
3,563

6,272

6,206

5,910 9,210
7,595

19,552

18,457

19,338

20,664
20,210

0

5,000

10,000

15,000

20,000

25,000

FY16 FY17 FY18 FY19 FY20

General Fund Special Revenue Funds Federal Funds

2

The increase in the General Fund budget is largely due to the 

increase in the local portion of Medicaid funding due to the 

reduction in healthcare Federal Funds

FY19 FY20

Incremental local ASES funding 15 917

$
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Expenses in the FY20 certified budget are intentionally lower than forecasted revenues

▪ The FY20 certified budget does not spend 100% of revenues forecast to be collected

▪ Projected revenues exceed budgeted expenses in FY20 because the government must preserve funds for additional 

future needs, including, among other things the: 

▪ Funding of a proposed pension trust

▪ Post-bankruptcy debt service

▪ Projected future deficits

(1.0)

0.0

1.0

2.0

3.0

4.0

18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48

Fiscal Plan surplus / deficit (pre debt service)
$ in billions, by fiscal year

Revenue reflects gross up of FY20 revenues to include PayGo for non-Central Government employers, 

COFIM, and tax credits.  

Source: Certified Fiscal Plan, dated May 9, 2019

Fiscal Plan revenues and budgeted expenses
$ in billions

Surplus22.8 

20.2 

2.6 

14

16

18

20

22

24

FY20 revenues FY20 expenses

$ $
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FY20 capital expenditures by grouping 
$ in millions

Grouping GF SRF FF Total

Public Safety 55.5 6.4 3.2 65.1

Public Works 28.7 56.3 60.6 145.5

Corrections 19.9 8.8 0.8 29.5

Executive Office 12.9 - - 12.9

Environmental 7.5 - 21.4 28.9

OCFO – Hacienda 7.1 - - 7.1

Housing - - 225.6 225.6

Education - - 217.5 217.5

Other1 7.4 13.0 31.1 51.6

Unallocated 158.6 - - 158.6

Total $297.6 $84.5 $560.3 $942.3

$298 million for General Fund capital expenditures, $139 million of which is allocated to agencies and the remaining of which 

can be reapportioned throughout the fiscal year, subject to FOMB approval

The FY20 certified budget encourages capital investment by increasing capital 

expenditures relative to FY19, particularly General Fund spending

Public Safety
19%

Public Works
10%

Corrections
7%

Unallocated
53%

Other
11%

General Fund capex investment year-on-year
$ in millions

216.0

297.6

100

200

300

400

FY19 FY20

General Fund capex by grouping percentage
In percentages

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Other includes Agriculture, Closures, Courts and Legislature, Culture, Custody Acct., Economic Development, Families & Children, 

Health, Independent Agencies, Justice, Labor, Ombudsman, State.

Source: FY20 certified budget, certified Fiscal Plan, dated May 9, 2019

38%

increase
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Expenses on professional services in FY20 are reduced along with a continued 

downward trend in payroll spending

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes retirement employer contributions in FY15 through FY20.

2. Excludes instrumentalities, with the exception of GDB (due to the transfer of responsibilities to AAFAF).

3. Excludes professional services related to Title III fees and FOMB appropriations FY18 through FY20.

4. Other includes $11M related to technical consulting for Ports Authority

Source: Historical certified budgets; FY19 Sabana; FY20 certified budget

Historical total payroll 1,2

$ in millions

General Fund and SRF professional services 2,3

$ in millions

Headcount2

(in 000s)
135 132 129 121 112 111

30%

decrease

GF
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282
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Legal $29 10%

Finance & Acct. 88 31%

IT 59 21%

Medical 57 20%

Education 27 9%

Other 26 9%

FY20 Prof. Serv. $286 100%

4

GF
3,462

GF
3,362

GF
3,348

GF
3,228 GF

2,881
GF

2,724

SRF
1,008

SRF
932

SRF
908 SRF

817
SRF
661 SRF
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706
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5,000 5,014
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Historically professional fees 

lacked full transparency and 

classification. The FY20 budget 

classifies different types of 

professional services.

$

$
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Unprecedented due diligence

▪ Conducted comprehensive, in-depth 

review of Commonwealth budget

▪ Met with dozens of agencies and 

public corporations to (a) identify areas 

of budget risk, (b) understand agency 

needs, and (c) discuss requested budget 

as compared to the Fiscal Plan’s target

▪ Performed extensive diligence of Fiscal 

Plan targeted spending against 

executive and legislative requested 

levels of spending by agency and by 

each concept of spending

Additional transparency

▪ Budget resolutions combined into one 

document to improve transparency

▪ Resolution includes specific concepts 

of spending for each agency

▪ Minimized funds in pooled custody 

accounts, limiting unidentified 

englobadas allocations and identifying 

professional services spending

▪ More comprehensive when compared to 

prior budgets and attempts to cover all 

Commonwealth spend

Improved controls and reporting

▪ Budget includes additional controls in 

the use of capital spending and allows 

for certain appropriations to be use over 

a multi-year period (disaster relief funds, 

capital expenditures, UPR scholarship 

funds, and the emergency reserve)

▪ FY20 reporting requirements are more 

comprehensive covering all fund types

2 31

The FY20 budget process included improvements relative to prior years to enhance 

due diligence on spending, provide additional transparency, and add controls

▪ Agency expenses cannot exceed their 

budget appropriation

▪ Controls on disbursements of 

appropriations such that 2.5% is set 

aside and held until the 4th quarter

▪ Any modifications to the certified 

budget must be submitted to the 

FOMB for its review and approval

▪ Controls on use of prior year General 

Fund appropriations

▪ Government must prepare quarterly 

budgets and provide variance 

analysis to the Oversight Board

▪ Adjustments will be made to reflect 

actual results 

▪ Allows updated and continuous 

monitoring of revenues and expenses

▪ Monthly & quarterly actual v. budget 

reports by agency, public corporations, 

and IFCUs

▪ Weekly and monthly reports of actual 

cash revenues, expenses, and cash 

flows by agency 

▪ Monthly tracking of key performance 

indicators for each fiscal reform 

measure initiative

▪ Quarterly reports on performance

Spending controls Budget updates Regular reporting requirements4 5 6
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2. Central Government budget overview
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The Central Government budget is sourced from the following types of funds:

Overview of certified Central Government budget by fund type

▪ The General Fund is the Government’s primary operating fund
General 

Fund
$9,051

▪ Revenue earned by agencies and public corporations for providing 

services

▪ Special State Funds generated by specific laws which define the 

collection and use of the revenue

▪ Non-recurring Other Income (e.g. asset sales, donations) estimated 

annually by agencies and public corporations

Special 

Revenue 

Funds

$3,563

▪ Federal Funds includes expenses funded by appropriations from the 

Federal Government

Federal 

Funds
$7,595

$20,210Total

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019

$ in millions
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes Instrumentalities with independent fiscal plans. Budget balance does not include PREPA, PRASA, HTA and UPR. The FY20 total budget including instrumentalities would be ~$27.0b.

2. Refers to combined budgets for all agencies in the Fiscal Plan grouping, net of PayGo costs.

3. This grouping has been modified for illustrative purposes, and budgets are shown net of PayGo costs. Refer to slide 64 for additional detail on groupings.

4. Refers to the individual agency rather than a Fiscal Plan grouping, net of PayGo costs.

Source: FY20 certified budget; certified Fiscal Plan, Dated May 9, 2019

General Fund
45%

Federal Funds
37%

Special 
Revenue 

Funds
18%

Overview of spending

Health2 $4,278

K-12 education2 2,898

PayGo fees for all groupings 2,575

Families & Children2 2,446

Public Safety2 1,106

Housing2 1,032

OMB and Hacienda custody3 789

Higher education3 611

Corrections2 387

Office of the CFO – Hacienda2 362

Public Works2 336

Courts4 279

Legislature4 96

Other agency groupings 3,015

Total $20,210

$ in millions

Components of the FY20 certified Central Government budget, including PayGo fees

Total Central Government spending

$20.2 billion
Excluding Instrumentalities

with independent fiscal plans1
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K-12 Education $2,898

UPR 2 599

Other 12

Total Education         $3,509

Police Department $937

Fire Department 83

Emergency Medical 28

9-1-1 Service 20

Special Investigations Bureau 6

Other                                 32

Total Public Safety    $1,106
21%

17%
13%

12%

5%

4%

5%
2%

2%
2%

2%
15%

K-12 and 

Higher Education

Other

Health

PayGo

Families & 

Children

Components of the FY20 certified Central Government budget1

FY20 Central Government budget 

total expenses - $20.2b1 

$ in millions

ASES $2,942

Dept. of Health 935

Centro Medico (ASEM) 160

ASSMCA 124

Other                              118

Total Health           $4,278

Nutritional assist. funding $1,924

Dept. of Families and Children 204

Socioeconomic Dvlp of Family 158

Other                          160

Total Families & Children $2,446

Labor $417

State Insurance Fund Corp. 357

Executive Office 339

Economic Development 330

Independent Agencies 233

Rum Cover Over to Producers 179

Environmental 161

Justice 132

COFIM 130

Other 734

Total Other               $3,013

Unallocated CapEx $159

Title III Fees 3 126

Emergency Reserve 130

Federal Fund GDB Payment 105

Cost Share of Public Assistance 100

Other 169

Total Custody Acct. 4 $789

Courts & Legislature

OCFO – Hacienda

Department of Housing $458

Public Housing Admin. 387 

PR Housing Finance Corp. 187

Total Housing           $1,032

Public Works $336

OCFO – Hacienda Grouping 3 $362
Public Works

Corrections

Corrections 5 $387

PayGo $2,575

General Court of Justice $279

Legislative Assembly 96

Total Courts & Legislature $375

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes Instrumentalities with independent fiscal plans. Agency budgets are 

shown net of PayGo fees. Budget balance does not include DRF, PREPA, PRASA, 

GDB, HTA and UPR.

2. Total FY20 GF appropriation for the UPR, including UPR Scholarship

4. Excludes UPR Scholarship.

5. Includes both Dept. of Corrections & 

Dept. of Correctional HealthSource: FY20 certified budget, certified Fiscal Plan 

dated May 9, 2019 3. AAFAF’’s budget in the ‘OCFO – Hacienda’ grouping includes an additional $49.9M in Title III Fees. As a consequence, total estimated Title III fees in FY20 are approximately $176 million.
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The FY20 certified budget significantly increases spending on health, education, and 

public safety

FY20 certified budget allocations by fund type1

$ in millions

1 32

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Each agency’s FY20 certified budget includes a PayGo allocation; however, for illustrative purposes, in this graph PayGo is excluded from each agency and presented separately. PayGo includes $579mm in Special 

Revenue Funds, consistent with the certified Fiscal Plan, of which $345m is related to ERS reimbursements from certain public corporations and municipalities. The Commonwealth processes pension payments on behalf 

of municipalities and certain instrumentalities. All municipalities and other contributing public corporations are required to provide full funding for their PayGo fees and, as such, the income from those PayGo fees is 

reflected the FY20 budget and payments are processed by the Commonwealth.

2. The Custody Accounts grouping refers to balances held under Treasury and OMB Custody that are held for a specified use or unallocated amounts (e.g. unallocated CapEx).

3. The following groupings are included in Others: Transparency & Control Entities, Public Works, Environmental, Executive Office, Economic Development, Finance  Commission, State, Independent Agencies, Labor, 

Justice, Agriculture, Utilities Commission, State Insurance Fund Corporation, Housing, Automobile Accident Compensation Administration, Culture, Ombudsman, Universities, Closures, Land, UPR, Municipalities, FOMB.

Source: FY19 certified budget; FY20 certified budget

403 

1,312 
1,467 1,347 

790 
1,042 

1,966 1,997 

261 326 413 359 375 360 282 261 
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1,500 1,365 584 
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943 
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786 

1,591 3,897 

4,278 

2,454 
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851 

1,106 

2,541 2,575 

302 362 422 387 398 375 
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DOE
2,454 

DOE
2,898 ASES

2,853 

ASES
2,942 

Police
711 

Police
937 

Dept. of
Justice 135 
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Justice 130 
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UPR
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Courts 287 Courts 279 
Corrections

& Rehab 366 
Corrections& 
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OMB 
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515 

Health 
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Health 
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935 
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238 

ADFAN
204 

Munis 176 
Munis 132 
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111 
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96 

ASSMCA 117 

ASSMCA 124 

AAFAF 70 AAFAF 104
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FOMB 58 

ASEM 120 
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ADEA 183 
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Health Education DPS Pensions Corrections Families &
Children

OCFO -
Treasury

Courts and
Legislature

Custody
Acct.

Others

OMB 

(Custody)

3,280 

FY20 certified consolidated budgets by grouping and agency

FY20 certified budget allocations by agency1

$ in millions

FY19 

PayGo

FY20 

PayGo

1 32

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Each agency’s FY20 certified budget includes a PayGo allocation; however, for illustrative purposes, in this graph PayGo is excluded from each agency and presented separately. PayGo includes $579mm in Special 

Revenue Funds, consistent with the certified Fiscal Plan, of which $345m is related to ERS reimbursements from certain public corporations and municipalities. The Commonwealth processes pension payments on behalf 

of municipalities and certain instrumentalities. All municipalities and other contributing public corporations are required to provide full funding for their PayGo fees and, as such, the income from those PayGo fees is 

reflected the FY20 budget and payments are processed by the Commonwealth.

2. The Custody Accounts grouping refers to balances held under Treasury and OMB Custody that are held for a specified use or unallocated amounts (e.g. unallocated CapEx).

3. The following groupings are included in Others: Transparency & Control Entities, Public Works, Environmental, Executive Office, Economic Development, Finance  Commission, State, Independent Agencies, Labor, 

Justice, Agriculture, Utilities Commission, State Insurance Fund Corporation, Housing, Automobile Accident Compensation Administration, Culture, Ombudsman, Universities, Closures, Land, UPR, Municipalities, FOMB.

Source: FY19 certified budget; FY20 certified budget

$

Other 91

Other 118

Other 87

Other 86

Other 74
Other 69

Other 29 Other 68
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The FY20 certified budget includes appropriations for previously unbudgeted (but 

issued) cash grants at several agencies to generate additional economic investment

Cash grants appropriated in FY20 budget
$ in millions

144 108 82 81

51
51

44

346195
159

126

428

0

100

200

300

400

500

600

FY17 FY18 FY19 FY20

General Fund

Special Revenue Funds

Historical tax credits claimed by filer type
$ in millions, by tax year

2010 2011 2012 2013 2014 2015 2016 2017

Regular Corp. $94 $47 $87 $84 $76 $65 $59 $32 

Incentive Corp. 135 147 133 158 116 78 70 56

Individuals 59 38 90 69 65 66 61 88

$288 $231 $309 $310 $258 $209 $190 $176 Total

ADEA
10%

Agriculture, 3%

Legislature, 5%

PRIDCO
62%

Science & 
Conserv 

Trust
5%

Tourism, 3%

Other
12%

FY20 GF and SRF budgeted cash grants by agency
In percent

Commonly claimed tax credits
Act 135-1997 Manufacturing Tax Incentive (manufacturing, software, R&D)

Act 73-2008 Manufacturing Economic Dev't Incentive

Act 74-2010 Puerto Rico Tourism Dev't Act of 2010 - hotel construction

Act 78-1993 Puerto Rico Tourism Dev't Act of 1993 - hotel construction

Act 70-1978 Puerto Rico Solid Waste Authority Act

Act 27-2011 The Puerto Rico Film Industry Economic Incentives Act

Act 362-1999 Film Industry Development Act

Act 98-2001 Tax Credits for Investment in Housing Infrastructure

Act 212-2002 Urban Centers Revitalization Act

Act 140-2011 Investment in New Construction & Rehab. of Afford. Housing Act

Act 77-2015 Construction or Rehab of Low Income Elderly Housing

Act 183-2001 The Puerto Rico Conservation Easement Act

Act 225-1995 Puerto Rico Agricultural Tax Incentives Act

Act 168-1968 Hospital Facilities Tax Exemption Act

Act 159-2011 Solid Waste Reduction 

Act 302-2012 Credit for Ex-Governors

• Tax filers claimed ~$247 mm in tax credits annually since 2010

• The Fiscal Plan calls for a limit to tax credits issued and claimed by 

capping the notional amount, number of companies and individuals 

that can claim credits annually, the inclusion of sunset provisions, 

and time bound clauses upon which each tax credit will expire

PRIDCO $266

ADEA 42

NGOs via Legislature 20

Conservation Trust 15

Tourism 15

Agriculture 14

Science Trust 5

Other 51

Total $428
Note:  SRF value increases in FY20 in part because in prior years, the government did not properly budget for 

many SRF cash grants issued.  FY17 SRF cash grant figure interpolated from FY18 value.

$ in millions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Incentive corporations are registered corporations not subject to the standard corporate tax rate.

Source: Tax credit information provided by Hacienda This list does not include other types of tax incentives that may reduce tax rates or offer other tax benefits

$

1
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▪ Section 2 provides for the monthly remittance of one-twelfth of the annual budgetary allotment 
to the Legislature, Judiciary, UPR, and non-profit entities. 

▪ Section 3 provides for restriction on encumbrances and disbursements of General Fund 
appropriations such that 2.5% is held back until the fourth quarter of the fiscal year.  The 
Judicial Branch, Public Broadcast Corp, agencies in the DPS and Health grouping and PayGo 
appropriations are not subject to this withholding.

▪ Section 5 provides for restriction on use of appropriations of prior fiscal years to a 60 day 
period after the end of the fiscal year, assuming such appropriations have been encumbered by 
June 30. Exceptions apply to permanent improvements as well as to equipment with long 
procurement cycles and certain appropriations held in custody by the Treasury Department.

▪ Sections 6, 9 and 10 provide for nature and cadence of reporting, quarterly certification of no 
assignment of prior year budget to current year expenses, monthly and quarterly budget versus 
actual reporting, and other support for implementation.

▪ Section 7 provides for suspension of the ability of OMB, AAFAF, and Department of the 
Treasury to authorize reprogramming or extension of appropriations of prior fiscal years.

▪ Section 11 provides for restriction on use of reserves, particularly the emergency and capital 
expenditure reserves.

Remittance of 

budgetary allotment

Restriction on prior 

year budgeted funds

Reporting 

requirements

Prior year 

reprogramming

Budget reserves

Budget preservation 

levers

Select budget compliance provisions in the certified Fiscal Plan and in the FY20 

certified budget resolutions

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019
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▪ Section 13 provides for the simultaneous transfer of funds allocated to payroll and related 
employee costs in implementing concept of mobility

▪ Section 16 provides for provision of detailed quarterly budget projections. 

▪ Section 14 restricts any spending or encumbrance that exceeds authorized appropriations 

▪ Section 18 requires OMB to submit the government’s budget in an Excel format known as the 
“Sábana file” which identifies both the General Fund budget and non-General Fund budgets 
within the Government’s PRIFAS and other accounting systems, including detailed budget 
appropriations and allocations by agency, instrumentality, public corporation, fund type and 
concept of spend

Provision of 

quarterly budget

Budgetary controls 

for all concepts of 

spend

Submission of 

Sábana File

Compliance with 

Law 8-2017

▪ Section 8 provides that reprogramming of budget appropriations must be approved by the 
Oversight Board

Approval of budget 

reapportionments

Select budget compliance provisions in the May 9, 2019 Fiscal Plan and in the FY20 

certified budget resolutions (Cont’d)

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019

▪ Section 12 authorizes OMB to perform appropriations offsets against agencies that are in 
arrears regarding PayGo, unemployment insurance or taxes.

PayGo fees
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3. General Fund budget overview
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FY20 certified General Fund budget – $9.051 billion

Other expenses  

Examples include:

▪ PayGo fees

▪ Judicial Branch 

▪ Legislature 

▪ Oversight Board

Other

Contributions or block grants 

to entities outside the Central 

Government or large 

entitlement programs

Examples include:

▪ Public Health insurance

▪ OMB and Hacienda 

Custody Accounts

▪ Contributions to 

Municipalities

▪ University of Puerto Rico 

subsidy

Contributions/block grants

Operating cost of the Central 

Government including programs, 

payroll, and administrative costs 

funded by the General Fund

Special appropriations for 

programs and certain pass-

through grants to non-profit or 

non-public entities

Examples include:

▪ Payroll

▪ Rent and utilities

▪ Purchased and professional 

services

▪ Materials and equipment

Operating costs and special 

appropriations

FY20 certified General Fund budget overview 
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▪ Budgeted Revenues are consistent with 

the certified Fiscal Plan revenues and 

total approximately $10.4b in FY20 after 

the impact of revenue measures

▪ The net General Fund FY20 revenue 

measures are $154m ($358m offset by an 

Earned Income Tax Credit (“EITC”) 

contra-revenue measure of $203m
1 

applied to individual tax collections)

▪ Measures impacting the General Fund 

are primarily driven by right-rating taxes 

and fees

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. EITC represents a contra-revenue.

2. Details on total revenue measures can be found in the certified Fiscal Plan, dated May 9, 2019.

Source: Certified Fiscal Plan, dated May 9, 2019

▪ Total revenue measures for FY20 are $361m2, of which $358m 
is attributable to the General Fund; and $4m, related to 
AirBnB, is attributable outside the General Fund

▪ General Fund revenue is offset by $203m in contra-
revenue for the EITC

Other General Fund revenue measures include:
1. Gaming tax $48m
2. Licenses and other fees $60m
3. Medical marijuana $13m

Revenues FY20 GF Revenue

$ in millions
Base FY 2020 

GF Revenue
Measures

Final FY 2020 

GF Revenue

Corporate Income Taxes $2,190 $53 $2,243 

Sales and Use Taxes 2,120 67 2,187 

Individual Tax Collections 2,126 (142) 1,984 

Excise Tax (Act 154) 1,831 - 1,831 

Non-Resident Withholdings 654 - 654 

Motor Vehicles 370 - 370 

Alcoholic Beverages 261 - 261 

Excises on Off-Shore Shipment Rum 213 - 213 

Tobacco products 119 54 173 

Other General Fund Revenue 363 122 485 

Subtotal before Other Revenues $10,247 $154 $10,402 

FY20 certified General Fund revenue and revenue measures 



27

General 
Fund
45%

Federal 
Funds
37%

Special 
Revenue 

Funds
18%

Overview of General Fund spending2

K-12 education $1,347

Health 1,312

Public Safety 1,042

Higher Education 611

Corrections 359

Office of the CFO and Hacienda 326

Courts 264

Families and Children 261

Legislature 96

Other Expenditures

PayGo fees 1,997

Title III costs3 126

Disaster cost share 100

Municipal transfers 132

Emergency reserve 130

Other groupings 948

Total                      $9,051

Total General Fund spending

$9.1 billion
Excluding Instrumentalities

with independent fiscal plans1

Components of the FY20 certified General Fund budget

$ in millions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes Instrumentalities with independent fiscal plans. Budget balance does not include PREPA, PRASA, HTA and UPR. The FY20 total budget including instrumentalities would be ~$27.0b.

2. These groupings have been modified for illustrative purposes. Refer to slide 63 for additional detail on groupings.

3. Excludes $49.9M of Title III fees that are included in the Office of the CFO and Hacienda line item. In FY19, all Title II fees were budgeted under Hacienda Custody; however, in FY20, Title III fees are included in both 

OCFO – Hacienda and Custody Acct. budgets.

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019
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Police Department $922

Fire Department 70

Emergency Medical 19

Special Investigations Bureau 6

Other                                 25

Total Public Safety    $1,042

K-12 Education $1,347

UPR2, 3 599

Other 12

Total Education         $1,959

1. Agency budgets are shown net of PayGo fees, which are allocated to each agency in the budget 

resolutions. The groupings above are for presentation purpose only and differ Fiscal Plan groupings.

2. $560m represents UPR’s GF subsidy, the majority of which is formulaic in nature. UPR’s remaining 

budget is budgeted as an instrumentality with its own fiscal plan and is not included in this table.

3. Certain amounts were reclassified from custody accounts solely for purposes of this table.

4. AAFAF’’s budget in the ‘OCFO – Hacienda’ grouping includes an additional $49.9M in Title III Fees. As a 

consequence, total estimated Title III fees in FY20 are approximately $176 million.

22%

14%

22%

12%

7%

7%

4%
4%

4%3%
1%

K-12 and 

Higher Education

Health

PayGo

Custody

Public 

Safety

Components of the FY20 certified General Fund Budget by category1

FY20 General Fund budget 

total expenses - $9.1b
$ in millions

Dept. of Families & Children $166

Socioeconomic dvlp of family 53

Other                          41

Total Families          $261

Unallocated CapEx $159

Emergency Reserve 130

Title III Fees 4 126

Federal Fund GDB Payment 105

Disaster Cost Share 100

Other 22

Total Custody Acct. 5 $642

PR Dept. of the Treasury $164

Fiscal Agency & Financial 

Advisory Authority (AAFAF) 4 104

Other Treasury/Hacienda 58

Total OCFO – Hacienda $326

General Court of Justice $264

Legislative Assembly 96

Total Courts & Legislature $360

Correctional Health Services $316

Dept. of Corrections & Rehab 42

Total Corrections $359

PayGo $1,997

ASES $917

Dept. of Health 255

ASSMCA 76

Centro Medico (ASEM) 50

Other                              15

Total Health           $1,312

Independent Agencies $96

Justice 82

Agriculture 79

Environmental 72

Public Works 63

Executive Office 49

Housing 38

Labor 22

Other 160

Total Other               $661

Contributions to Municipalities $132

5. Excludes UPR Scholarship.

Note: Due to rounding, numbers presented may 

not add up precisely to the totals provided.

Contributions 

To Municipalities

Source: FY20 certified budget, certified Fiscal 

Plan dated May 9, 2019
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget, certified Fiscal Plan, dated May 9, 2019

8,252

8,850

9,642
9,488

9,227
9,484

10,170

9,150 9,260
9,082

9,770
9,565

9,800

8,987

9,562

8,758

 -

 2,000

 4,000

 6,000

 8,000

 10,000

FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20

9,051

Disaster cost share: $100m

Emergency reserve: $130m

Police back pay: $122m

Total Title III Fees: $176m

Total: $528m

Non-recurring expenses include:

Historical General Fund budget
$ in millions

FY20 certified General Fund spending increased from FY19, mostly due to higher 

Medicaid healthcare funding needs relative to last year

$
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(570)

(90) (90)
(88)

8,758

902 

125 
104 

9,051

7,500

8,000

8,500

9,000

9,500

10,000

FY19
Certified Budget

ASES Measures &
Other

Changes

Government
Priority
Areas

PayGo/Utilities/
PRIMAS/

PBA/Capex

Disaster
Funding

State
Revolving Fund/

Other Fed
Funds Deposited

at GDB

Title III Fees FY20
Certified Budget

+$293m

Note: $108m of Government priority areas does not include UPR Subsidy and Police back pay; due to rounding, numbers presented may not add up precisely to the totals provided.

1. Change includes FY20 appropriation for Social Security.

Source: FY19 certified budget, FY20 certified budget

The FY20 certified budget increases funding for Medicaid and other priority areas 

while reducing agency spend through measures

Bridge between FY19 certified General Fund budget and FY20 certified General Fund budget
$ in millions

PayGo/Utilities/PRIMAS/PBA/Capex

Capex $82

PayGo 30

Utilities (includes, PRIMAS & PBA) (8)

Total $104

Government priority areas

DPS: Wage increase for police officers and firefighters, and 

equipment
$83

Education: Wage increase for teachers and Directors 14

Health: Medicare certification, no reductions to nursing 

personnel, capex in Cancer, and Health payroll
28

Total $125

1

$
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DOE
1,467 DOE

1,347 

ASES 15 

ASES
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705 
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922 

Dept. of
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Dept. of
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UPR
646 UPR

560 

Courts
264 

Courts
264 

Corrections
& Rehab

356 

Corrections
& Rehab

316 

OMB 
(Custody)

515 Health Dept.
220 

Health Dept.
255 

ADFAN
178 

ADFAN
166 

Munis
176 

Munis
132 

Hacienda
170 

Hacienda
164 

Legislature
111 

Legislature
96 ASSMCA 74 

ASSMCA 76 

AAFAF 70 AAFAF 104

FOMB 65 

FOMB 58 

ASEM 71 

ASEM 50 

ADEA 74 

ADEA 58 

Treasury 
(Custody)

293 

Treasury 
(Custody)

166 

Correct. 
Health

57 

Correct. 
Health

42 ADSF 57 
ADSF 53 

DTOP 24 

DTOP 21 

Fire 49 

Fire 70 

Other
421 

Other
457 

403 

1,312 

1,467 

1,347 

790 

1,042 

1,966 1,997 

413 
359 

282 261 261 
326 

375 360 

1,299 

681 

1,500 

1,365 

0

500

1,000

1,500

2,000

FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20 FY19 FY20

Health Education DPS Pensions Corrections Families &
Children

OCFO -
Treasury

Courts and
Legislature

Custody Acct. Others

OMB 

(Custody)

1,006 

General Fund spending is concentrated in a few groupings related to health, 

education, safety as well as PayGo

FY19 

PayGo

FY20 

PayGo

1 2 3

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Each agency’s FY20 certified budget includes a PayGo allocation; however, for illustrative purposes, in this graph PayGo is excluded from each agency and presented separately. All municipalities and other contributing 

public corporations are required to provide full funding for their PayGo fees and, as such, the income from those PayGo fees is reflected the FY20 budget and payments are processed by the Commonwealth. 

2. The Custody Accounts grouping refers to balances held under Treasury and OMB Custody that are held for a specified use or unallocated amounts (e.g. unallocated CapEx).

3. The following groupings are included in Others: Transparency & Control Entities, Public Works, Environmental, Executive Office, Economic Development, Finance  Commission, State, Independent Agencies, Labor, 

Justice, Agriculture, Utilities Commission, State Insurance Fund Corporation, Housing, Automobile Accident Compensation Administration, Culture, Ombudsman, Universities, Closures, Land, UPR, Municipalities, FOMB.

Source: FY19 certified budget; FY20 certified budget

FY20 certified General Fund budget allocations by agency1

$ in millions

$

Other 21
Other 58

Other 37

Other 50

Other 48
Other 41

Other 23

Other 15
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GF
87 GF

69

GF
96

GF
212

GF
282

GF
208

0

50

100

150

200

250

300

FY15 FY16 FY17 FY18 FY19 FY20

General Fund payroll and professional service expenses decreased in FY20

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes retirement employer contributions in FY15 through FY20

2. Excludes instrumentalities, with the exception of GDB (due to the transfer of responsibilities to AAFAF).

3. Excludes professional services related to Title III fees and all appropriations to the Oversight Board in FY18 through FY20

Source: Historical certified budgets; FY19 Sabana; FY20 certified budget

FY17 to FY19 increase in General Fund professional 

services is due in part to Enterprise Resource Planning 

implementation and PROMESA Non-Title III advisor 

fees

General Fund payroll 1,2

$ in millions

General Fund professional services 2,3

$ in millions

26%

decrease$ $

GF
3,462

GF
3,362

GF
3,348

GF
3,228 GF

2,881
GF

2,724

0

500

1,000

1,500

2,000
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3,000

3,500

4,000

FY15 FY16 FY17 FY18 FY19 FY20

General fund 

budget
9,565 9,800 8,967 9,652 8,758 9,051

Payroll as % 

of GF Budget
36% 34% 37% 34% 33% 30%
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While similar, the Governor’s submission was inconsistent with the certified Fiscal Plan 

in key areas; Legislature did not submit a budget in the timeline established by the FOMB

$ in millions

Christmas bonus

Act 29-2019

municipal spending

Dept. Education spending 

(including PayGo)

State Election Commission

Legislature budget

Capital investment

GF PayGo fees

Not Budgeted

286

2,664

53

96

~297

1,997

---

---

---

---

---

---

---

Not Budgeted

Not Budgeted

2,401

28

96

~297

1,997

Area of spending
Governor FY20

GF budget submission

No legislature FY20

GF budget certified

FOMB certified 

FY20 GF budget

Consistencies with certified Fiscal Plan

Inconsistencies with certified Fiscal Plan

Payroll and OpEx budgets
Certain appropriations 

compliant with Fiscal Plan
---

All appropriations 

compliant with Fiscal Plan
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4. Agency grouping budget overview
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes Pension and PayGo allocations in the General Fund.

2. FY15- FY17 numbers retrieved from PR Institute of Statistics. FY18-FY20 numbers taken from the 2019 Fiscal Plan.

Source: Historical certified budgets and certified Fiscal Plan, dated May 9 ,2019

The Department of Education’s certified budget for FY20 is higher than it has been in 

the past four years

GF
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1,536

3,254
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2,631

2,437 2,454

2,898
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FY19-FY20: PRDE is granted 

~$590m in RESTART 

Federal Funds

Department of Education historical budgets 1

$ in millions, total spending including GF, SRF, and FF appropriations

$

Student 

Enrollment 2
410,950 377,084 362,265 307,587 293,374 281,944

Schools 2 1,386 1,332 1,292 1,113 858 858

Budget per 

Student
$7,917 $7,206 $7,262 $7,923 $8,364 $10,279 

Budget per 

School 
$2.3M $2.0M $2.0M $2.2M $2.9M $3.4M 
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Police
852 Police
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Police
752

Police
691

Police
1,029

Police
1,131

Firefighers 68

Firefighers 70 Firefighers 69

Firefighers 63

Firefighers 67

Firefighers 96
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The Department of Public Safety certified budget has increased over the past several 

years, particularly the budget for the police and fire departments

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. F15 – FY17 includes employer contributions to retirement.

2. FY19 and FY20 includes Police backpay, PayGo, and Social Security.

3. Others includes the following agencies: Forensics Institute, EMS, Disaster Management, Special Investigations, and the 9-1-1 Service.

Source: Historical certified budgets and certified Fiscal Plan, dated May 9 ,2019

PR 

Population

(in 000s)
3,473 3,411 3,337 3,168 3,112 3,061

Spending 

per capita
$290 $269 $271 $262 $381 $429

22

Department of Public Safety historical budgets
$ in millions, total spending including GF, SRF, and FF appropriations

111

$
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▪ Nearly 1.5m people enrolled in “Mi Salud”, the 

Government’s Medicaid System

▪ Includes 125,000 people paid by the Government 

because it is not otherwise covered, costs $160m/year

▪ Includes 260,000 in Medicare Platino (Dual Eligibles) 

contracted by ASES for $10 per month

ASES Budget Funding FY20

Federal Funds (Including ACA and addl. funds) $1.7

General Fund Allocation 0.9

Special Revenue Funds Allocation 0.4

Total $2.9

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget

$ in billions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Figures net of $49m in FY18, $122m in FY19 and $222m in FY20 from Fiscal Plan savings.

2. FY19 SRF budget may not have been exhausted due to BBA/ACA funding.

Local Government Funding increases relative to 

Federal funding because of the Medicaid cliff1

43%

17% 12%

46%

84% 84%

57%

83% 88%

54%

16% 16%
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FY192FY17 FY18 FY20

Local gov’t fundingFederal funding

Medicaid healthcare funding needs

FY21 FY22

Starting in FY21, Federal Funds will decrease 

to ~16% of total funding

Source: Certified Fiscal Plans, dated May 9, 2019 and March 13, 2017
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ASES
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ASSMCA, 115 ASSMCA, 121 
ASSMCA, 114 ASSMCA, 112 
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332 
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Other

3,440 

3,966 
4,021 

3,911 
3,862 

4,249 

 2,000

 2,500

 3,000

 3,500

 4,000

 4,500

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Other includes Medical Services Administration, Cardiovascular Center Corporation, UPR Cancer Center, Diabetes Research Center.

2. FY15 – FY17 exclude employer contributions to retirement.

3. FY18 excludes reconciliation adjustments in the General Fund.

4. FY19 and FY20 excludes utilities in the General Fund and PayGo allocations.

Source: FY20 certified budget, certified Fiscal Plan, dated May 9, 2019

PR population 

(in 000s)
3,473 3,407 3,337 3,168 3,112 3,061

Spending per 

capita
$991 $1,164 $1,205 $1,234 $1,241 $1,388

2

Total budget spend for agencies in health grouping
$ in millions, total spending including GF, SRF, and FF appropriations

2 2 3 4 4

The Health Grouping certified budget increases per capita spending

1

$
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Other refers to Materials, Other OpEx, Social Wellness, and Equipment Purchases. Refer to the FY20 General Fund Resolution for additional details on the allocation and use of these funds.

Source: FY14-20 certified budgets; certified Fiscal Plan, dated May 9, 2019

The Legislature budget continues to move closer to the benchmark level for U.S. full-

time legislatures
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Legislature General Fund budgets
$ in millions

▪ Legislature total budget decreased by 14% from $111m in FY19 to $96m in FY20, consistent with certified Fiscal Plan rightsizing measures 

and benchmarking 

▪ Donations and subsidies include funding from non-profit entities, scholarships, and internships, and are not subject to right-sizing; 

addressable spend was reduced by 17% and utilities were reduced by 10% year-over-year

Key takeaways
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FY19 to FY20 General Fund budget
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5. Independently forecasted component units
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Who?

What?

▪ Legally separate from primary government

▪ Independently forecast their own budgets and present financial information similar to 

a commercial enterprise

▪ IFCU’s are funded through a combination of General Fund, Special Revenue Fund 

appropriations, and Federal Funds

IFCU includes the following entities:

Source: Commonwealth of Puerto Rico Financial Information and Operating Data Report November 6, 2015

Overview of independently forecasted component units (IFCUs)

SIFC State Insurance Fund Corporation

ASEM Medical Services Administration

PBA Public Building Authority

PRIDCO Puerto Rico Industrial Development Company 

PRPA Puerto Rico Ports Authority

PRTC Puerto Rico Tourism Company

ASES Puerto Rico Health Insurance Administration

CCPRC Cardiovascular Center Corporation

HFA Puerto Rico Housing Finance Corporation

ADEA Agricultural Enterprises Dev. Admin.

PRITA Puerto Rico Integrated Transit Authority

AAFAF Fiscal Agency & Financial Advisory Authority

PRCCDA Convention Center of District Authority
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SIFC Manages the Commonwealth workers’ compensation insurance system

ASEM Provides centralized health services to patients and member/educational institutions

PBA Administers facilities owned by or leased to agencies and public corporations

PRIDCO Promotes Puerto Rico as an investment destination

PRPA Provides air and maritime transportation-related services

PRTC Stimulates and regulates the tourism industry

ASES Negotiates and contracts health insurance for qualifying citizens

CCPRC Provides cardiovascular disease prevention and treatment services

HFA Leverages public/private housing financing alternatives

ADEA Supplies services and incentives to the agricultural sector

PRITA Provides collective transportation services 

AAFAF Acts as fiscal agent and financial advisor of the Government and related entities

PRCCDA Maintains properties within the Convention Center District

Source: Puerto Rico Government websites   

Descriptions of the independently forecasted component units
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1
2

2
1

4
Healthcare related costs are substantial and may continue to grow

Rightsizing needed to achieve measures

Medical Services Administration outstanding intergovernmental receivables

▪ The FY20 budget resolutions have allocated specific dollar amounts to cover costs for services 

provided by the Medical Services Administration (ASEM)

▪ As of January 31, 2019,  ASEM had $94.9m in accounts receivable from institutions, medical/private 

plans and other accounts ($228.5m total less $133.6m reserve for uncollectible accounts)

▪ Budgets for IFCUs generally assume a significant amount of rightsizing efforts

▪ Implementation risk is significant and may impact success

▪ Federal funding has requirements based on improved financial and operational controls 

▪ The Bipartisan Budget Act of 2018 temporarily increased the level of federal funding for Puerto Rico’s 

Medicaid program.  As a result, in FY19, federal funding provided was sufficient to offset all General 

Fund appropriations.  This additional federal funding, however, expires in September 2019, after 

which the limitation on federal funding will revert to Puerto Rico’s pre-existing cap

▪ As such, FY20 General Fund budgets $864.8m specifically for the Medicaid program

FY20 certified budget takeaways for independently forecast component units



44

72 
- - -

65 54 
104 
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136
105

72 30

60
38

28

55

159
15
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Independently forecasted component units consolidated FY20 budgets

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget
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FY20 IFCUs consolidated budgets
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ASES’ General Fund 
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to lower federal funding for 
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Non-Title III and Title III 

advisor fees are 

included in AAFAF’s 

budget

$3,500



45

2

2
1

4

IFCU FY15 FY16 FY17 FY18 FY19 FY20

SIFC $462 $405 $407 $362 $508 $453 

ASEM 248 227 240 215 148 184 

PBA 463 477 509 154 115 127 

PRIDCO 193 207 200 47 55 42 

PRPA 153 128 142 88 92 190 

PRTC 110 116 104 93 80 105 

ASES 2,224 2,823 2,823 2,801 2,853 2,942 

CCPRC 87 86 79 71 69 72 

HFA 214 248 221 200 200 197 

ADEA 161 158 167 178 194 126 

PRITA - 107 103 80 88 107 

AAFAF - - 40 88 70 104 

PRCCDA 67 67 66 32 31 28 

Source: Historical budgets; FY20 certified budget

$ in millions

Independently forecast component units’ historical consolidated budgets
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6. Instrumentalities
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▪ Due to of lack of granularity in reporting, comparisons between FY12-18 annual reports and FY19-20 budgets may not be fully congruent

▪ Total expenditures expected to increase slightly from FY19 to FY20 despite implementation of $96M cumulative expenditures measures due 

to new and higher financial aid passthrough funds (e.g. Pell grants, $18.5M in federal student loans), escalation in professionals services due to 

implementation costs, FEMA supported projects ($40M in FY20) and revised baseline assumptions to reflect historic spending (+$21M from FY18-20)

▪ Payroll expenditures reflect implementation of payroll efficiencies through headcount attrition of ~430 employees and reduction of additional benefits 

(e.g. Christmas bonus elimination); these savings are offset by an increase in pension contribution (from $76M in FY19 to $161M in FY20)

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Does not include equipment costs, capital expenditures and disaster relief disbursements for congruency between FY12-18 annual reports, FY19 UPR actuals and FY20 certified budget. 

2. Based on UPR July 2019 submission. B2A shows FEMA disaster relief expenditures for FY19. 

UPR’s FY20 Budget reflects the implementation of both expenditure and revenue 

measures designed to ensure long-term financial sustainability of the University

UPR Expenditures
$ in millions

Personnel & Related Costs

Salaries 458

Pension Payment 160.9

Employee Benefits 150

Total $769

Other Operating Expenditures

Financial Aid Costs $231

Materials & Supplies 42

Purchased Services 40

Utilities 35

Others1 145

Total $493

Non-OpEx and Disaster Relief

Disaster-related Outflows 40

CapEx & Equipment 46

Total $86

Debt Service $48

17 86

447 419 412 399 387 384 386
492

493

828 865 873 823
701

805

1,026 756
7691,000

500

0

1,500

FY18A

62

1,346

FY16A

53 4850

FY14A

50

FY15A

51

1,272

49

FY17AFY13A

41

FY19A

1,305

FY12A

48

FY20B

1,328 1,334
1,397

1,139
1,238

1,460

Source: UPR FY2020 Certified Budget and Fiscal Plan; UPR Audited Financial Statements; UPR monthly reporting

56.7 56.9 57.4 57.5 59.9 61.8 57.8 55.0 53.2

$23.4 $23.7 $23.3 $22.1 $19.0 $20.0 $25.3 $23.4 $24.6

Students

(‘000s)

$/student

(‘000s)

Personnel and Related Costs

Other OpEx1 Debt Service

Non-OpEx and Disaster Relief
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PRASA’s FY20 budget includes $368M in capital expenditures, largely to address Maria 

damages, by maximizing federal funds

PRASA Operating and Capital Expenditures
$ in millions

▪ Capital expenditures: $221M in Emergency / Permanent works to address Maria damages, funded by FEMA and insurance proceeds, with 

10% cost PRASA cost share. Of the total budget of $368M, 63% is federally funded.

▪ Operating expenditures: Broadly consistent with historical spending levels. An increase in staffing levels from ~4,600 to 4,700 employees has 

been budgeted for in FY20, with elimination of Xmas bonus, and uniform health benefit savings

Operating expenditures will be maintained while capital expenditures are budgeted to increase to FY14 levels

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1 PRASA’s Master Agreement of Trust requires PRASA to maintain an Operating Reserve Fund to be funded at 3months of Operating Expenses in a 60-month period

2 Includes payroll, health benefits and pension costs, adjusted for capitalized expenses

3 Includes maintenance, operations, professional services, technical assistance, materials and supplies, billings and collections, and other expenses

Source: PRASA Audited Financial Statements, PRASA June 2019 Certified Fiscal Plan

224 245 248 311

292 265 270
282

260 319 311

423 378 353 231

311
301 286

376
333

152

339
346 354

52

74

368

1,400

200

800

0

600

400

1,200

1,000

1,076

47

FY14A

36

FY15A FY16A FY17A FY18A

871

FY19E

1,023

1,221

FY20B

1,315

1,000

1,351

38 32

Capex Opex ORF contributions1Payroll Debt service
Capital Expenditures

Emergency / Perm. Works 221

Renewal and Replacement 70

Others 77

Total $368

Operating Expenditures

Payroll and related2 286

Electricity and chemicals 186

Others3 168

Total $640
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In order to increase construction investments to historical levels, HTA must maximize 

federal funds and enhance revenue streams

HTA Operating and Capital Expenditures
$ in millions

Capital Expenditures

Federal program 251

Non-federal program2 196

Federal emergency program 81

Others3 48

Total $576

Operating Expenditures

Payroll and PayGo 82

Toll + h’way admin and maint. 50

TU and Transit 76

Others4 80

Total $288

275 314
391

189 192
241

103 98 82

584
421 269

176 167
164

156 144 206

100

261

576

0

200

700

500

300

400

600

800

900

100

359

NA

FY12A

NA NA

FY14AFY13A FY19E

NA

FY17AFY15A FY16A

NA

503

FY18A FY20B

859

735

660

365
405

359

864

NA

Capex Opex Payroll1

▪ Revenues: $788M derived from federal funds (49%), CW funds (29%), and op. revenues (e.g., toll, transit) (22%). HTA’s pursuit of revenue 

enhancements for long term fiscal sustainability will be critical (e.g., toll increases, fine collections)

▪ Expenditures: HTA will maximize federal funding, with ~58% of capex funded by Federal sources5. Increasing disbursements will be key as only 

$261M was incurred in FY19. Operating budget introduces payroll efficiencies from uniform health benefits, voluntary transitions, and Xmas bonus 

elimination6

Expenditure levels will reach FY12 levels, mainly due to increased disbursements from ongoing FY19 projects

1 Includes payroll, health benefits, pension, early retirement and voluntary retirement expenses   | 2 Funded by CW capex transfer   | 3 Includes construction right of way, transit CIP, local emergency repair 

program and others  | 4 Includes right of way payments, professional fees (Title III and non-title III), contingent Title III fees and other expenses | 5 FHWA and FEMA   | 6 Impact in FY20 budget offset by deferred 

contingent restructuring fees ($12M) and higher highway maintenance costs ($3M) (contract will be outsourced in FY21, resulting in ~$5M in annual savings) 

Source: HTA Audited Financial Statements, HTA May FY19 Budget-to-Actuals, HTA June 2019 Certified Fiscal Plan 
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Inclusion of federal funding cost-share and reprioritization of maintenance and vegetation management 

programs for FY20 leads to slight increase in operational expenditures when compared to FY19; remains 

lower than FY14 high due to reduced demand and lower fuel costs 

PREPA Operating Expenditures1,2

$ in millions

▪ PREPA’s expenses have declined since FY14 primarily due to lower spend, driven by both lower fuel prices and declining demand.

▪ FY20 budget is slightly higher than expected FY19 expenditures due to the reprioritization of resources towards maintenance and 

vegetation management programs. This reprioritization is consistent with the objectives of the June 2020 PREPA Fiscal Plan. 

▪ The FY20 budget includes $27M for federal disaster aid cost sharing.

Key takeaways

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. FY14-FY17 expenses are based on PREPA internal accounting, and may not fully align with audited financial statements. FY18 expenses are also not audited, and subject to material change. 

2. Expenses do not include depreciation

3. Full year estimates based on 9 month actual spend.

4. Other operating includes federal cost share.

Source: PREPA internal accounting, PREPA June 2019 certified Fiscal Plan, PREPA FY2020 certified Budget

3,153
2,683

1,893 1,948 1,739
2,038 1,897

531

859

845
424

408
377

405

219

242

389
322

372 696

3,000

0

2,000

1,000

4,000

3,500

2,500
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1,500

3,871

FY14A FY15A FY16A

187

FY17A FY18A

2,979

FY19E3 FY20B

3,761

2,761

2,469

2,787
2,998

Operating Expenditures

Fuel & Purchased Power $1,897

Labor 405

Maintenance 222

Other operating4 474

Total $2,998

$

Other operating & maintenance Labor Fuel & Purchased Power
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7. Appendix
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1. Pursuant to PROMESA Sec. 202(c)(1).

2. Pursuant to PROMESA Sec 202(b).

3. Refer to page 136 of the certified Fiscal Plan, dated May 9, 2019.

Source: Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA), certified Fiscal Plan, dated May 9, 2019

All budgets must be compliant with their applicable Fiscal Plan1 and, when feasible, developed in 
accordance with modified accrual accounting standards1

Revenue forecasts must be provided by the Oversight Board to the Government for use in 
developing the relevant budgets22

Government must justify budgeted expenses3

Government must comply with reporting pursuant to Section 17.4 in the certified Fiscal Plan3, 
“Ensuring fiscal controls and transparency”4

Government compliance with all elements of the budget and reporting is critical5

All expenditures (including capital expenditures) of the Commonwealth and instrumentalities 
must comply with the budgets certified by the Oversight Board6

FOMB’s goals and objectives for the FY20 integrated budget process 
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Other
Federal
Funds
2,482

Other
Federal
Funds
2,255

Other
Federal
Funds
2,811

Other
Federal
Funds
3,953

Medicaid
Title XIX

1,655

Medicaid
Title XIX

1,981

Medicaid
Title XIX

2,696

Medicaid
Title XIX

1,719

Nutrition 
Assistance 
Program

1,949

Nutrition 
Assistance 
Program

2,661

Nutrition 
Assistance 
Program

2,452

Nutrition 
Assistance 
Program

1,924
6,086

6,897

7,959

7,595

0
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Department of Education

Title I Grants

Special Education Grants

National School Lunch Program

Improving Teacher Quality Grants

Dept of Health, ASES, & Vocational

Medicaid Title XIX

Women, Infants & Children (WIC Program)

HIV Care Formula Grants

Bioterrorism Preparedness

Rehabilitation Services

Families

Head Start

Child Care and Development

Temporary Assistance for Needy Families

Nutritional Assistance

Ports Authority

Airport Improvement Program

Homeland Security Grant Program

Department of Housing & Urban Dev.

Hurricane Sandy Block Grant

Section 8 Rental Certificate Program

Section 8 Housing Choice Vouchers

Public and Indian Housing

Department of Economic Development

WIA Dislocated Workers

Historical Federal funding 1

$ in millions

Overview of historical Federal funding appropriations

$

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Excludes instrumentalities 

Source: Data provided by Office of Management and Budget (incudes additional disaster aid funding); FY19 and FY20 are 

estimates of the full year of funding where FY17 and FY18 are actuals

Federal Funding examples include:



54

PayGo allocations ensures continued funding of pension benefits to current retirees

FY20 consolidated budget PayGo components
$ in millions

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. FY18 pension costs include some employer contributions for pension payments.

2. Includes $345m in Special Revenue Fund (SRF) PayGo fees to the Employee Retirement System (ERS), 

consistent with the certified Fiscal Plan, dated May 9, 2019. The Commonwealth processes pension payments 

on behalf of municipalities and certain instrumentalities. It is expected that all municipalities and other 

contributing instrumentalities will pay their PayGo obligation to Hacienda in the FY20 budget for processing by 

the Commonwealth.

3. Includes 33 additional agencies including Ports, HFA, ACAA, PRIDCO, among others

4. Includes Municipal Revenue Collection Center (CRIM), Corp. for the Supervision and Insurance of 

Cooperatives of PR (Cossec), Metropistas, among others.

Source: FY20 certified budget

General Fund PayGo allocations

Department of Education (Incl. TRS & ERS) $1,062

Custody of Hacienda 197

Puerto Rico Police Department   194

Department of Health 74

Department of Hacienda 47

Department of Corrections 36

Department of Justice 30

Department of Labor and Human Resources 25

Other Agencies   332

Total General Fund $1,997

SRF PayGo allocations

State Insurance Fund Corporation $96

Ports Authority    25

Other Agencies and other instrumentalities2,3 113

Total SRF (within CW Fiscal Plan) $234

Municipalities 192

PRASA 96

HTA 36

Other public corporations outside the Fiscal Plan4 21

Total SRF (outside of CW Fiscal Plan) $345

Total SRF PayGo $579

Special 
Revenue 

Funds
467 

Special 
Revenue 

Funds
575 

Special 
Revenue 

Funds
579 

Federal Funds
47 

General Fund
2,038 

General Fund
1,966 

General Fund
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2,552 2,541 2,575 
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. EITC represents a contra-revenue.

2. Healthcare reform measures allocation is $128m in General Fund and $95m in Federal Funds, per the certified Fiscal Plan, dated May 9, 2019.

3. Pension measures are comprised of $46.5m in Social Security contributions (Police, Under 45, and New Hire contributions), less $1.3m due to the freeze on TRS / JRS. 

4. Reduction to expense measures / (Increase to expenses measures).

Source: Certified Fiscal Plan, dated May 9, 2019

Rightsizing ($623)

Compensation Measures (164)

Incremental Budgetary Adjustments (132)

UPR Scholarship Fund 39

Reduction of UPR subsidy (157)

Utilities reduction (19)

Healthcare reform2 (222)

Reduction of Municipalities subsidies (88)

Pension Measures (net of Social Security)3 45

Total Expense Measures4 ($1,322)

Sales & Use Tax $67 

Corporate Income Taxes 53

Personal Income Taxes 61

Improve Compliance Rate 181

Tobacco Products Excise 54

Gaming Tax 48

Licenses and Other Fees 60

Medical Marijuana 13

Airbnb Tax 4  

Right-rate other taxes and fees 180

Earned Income Tax Credit (EITC)1 (203)

Total Revenue Measures $158

FY20 certified Fiscal Plan revenue measures FY20 certified Fiscal Plan expense measures

Of these expense measures, $1.0b, or 76%, 

is applied to the General Fund

Certified Fiscal Plan FY20 revenue and expense measures

$ in millions
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General Fund OMB Custody Account Special Revenue Fund Treasury Custody Account

Unallocated capital expenditures $159 Special Fund for Economic Development (FEDE) $76 

Disaster Cost Share 100 Film Subsidy (CINE) 3 

Emergency Reserve required in the certified Fiscal Plan 130 PayGo reimbursed from Munis and Public Corps 345 

Reserve for PREPA payments 17 Other SUT Expenses 0.2 

GDB Federal Fund Payment 105 Commonwealth transfers to HTA 67 

Judgements against the State 4 Total SRF - Treasury Custody Account $492 

Total GF - OMB Custody Account $515 

PayGo allocation 1 $196 

PROMESA Title III fees 2 126 

Access to Justice 0.2 

UPR Scholarship Fund 39 

Boys and Girls Club 1.2 

Kinesis Foundation 0.1 

Red Cross (Hurricane Maria) 0.2 

Total GF - Treasury Custody Account $363 

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Not all PayGo fees outside of the General Fund are kept in the custody of Hacienda account. The current amount of $196m is for approximately 80 different entities the majority of which is for judiciary and legislative 

agencies as well as entities that have been closed. In addition, the Commonwealth processes pension payments on behalf of municipalities and certain instrumentalities.

2. . AAFAF’s budget within the ‘OCFO – Hacienda’ grouping includes $49.9M in Title III Fees, while the Hacienda Custody Acct. includes $126M in Title III accounting and legal services.  As a consequence, total estimated 

Title III fees in FY20 are approximately $176 million.

Source: FY20 certified budget

FY20 General Fund and Special Revenue Fund Custody Account Detail

General Fund – Carry over balances

Unused funds in the following accounts will carry over 

through the following fiscal years:

• Emergency Reserve $130

• Disaster Aid Local Match $100

• UPR Scholarship Fund $39

General Fund – Treasury Custody Account

$ in millions
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Other 
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Adjustments

FY20 

General 
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GF appropriations of Independently 

Forecast Component Units (IFCUs)

AAFAF $52

ASEM 75

ASES 54

PRITA 21

ADEA 78

HFA 9

Inter-agency Transfers

ASEM $64

PBA 158

Note: The certified Fiscal Plan eliminates 

certain interagency payments which are 

included in the budget

Measures

Personnel ($394)

Rightsizing (310)

UPR subsidy (157)

Healthcare (128)

Municipal Subsidy (88)

Utilities (15)

Pension 45

UPR Scholarship 39Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget; certified Fiscal Plan, dated May 9, 2019

Bridge from certified Fiscal Plan to FY20 certified General Fund budget
$ in millions

Bridge between certified Fiscal Plan General Fund baseline to FY20 certified General 

Fund budget

$
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Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Includes $579m in Special Revenue Fund (SRF) PayGo fees to the Employee Retirement System (ERS), consistent with the certified Fiscal Plan, of which $345m is related to contributions to ERS from certain 

instrumentalities and municipalities. The Commonwealth processes pension reimbursements on behalf of municipalities and certain instrumentalities. It is expected that all municipalities and other contributing 

instrumentalities will provide full funding for their PayGo fees in the FY20 budget and, as such, those PayGo fees will be processed by the Commonwealth.

Source: FY20 certified budget

FY20 consolidated budget, excluding Instrumentalities
$ in millions, agency values below include agency PayGo

Year over year consolidated FY20 certified budget variances by agency and grouping, 

excluding Instrumentalities1

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

Government Board of the 911 Service $36 $21 ($16) Assignments under the custody of the Treasury 529 854 326        

Puerto Rico Police Department 893 1,131 238       Assignments under the custody of the OMB 3,633 515 (3,118)   

Fire Bureau of Puerto Rico 67 96 29         Subtotal Custody Accounts 4,162 1,369 (2,793)   

Bureau of Forensic Sciences Institute 16 20 4           Puerto Rico Department of the Treasury 249 236 (12)         

Emergency Medical Corps Bureau 26 31 5           Office of Management and Budget 24 61 37          

Bureau of Emergency and Disaster Management 12 15 3           Fiscal Agency & Financial Advisory Authority 70 104 33          

Special Investigations Bureau 0 6 6           General Services Administration 13 13 1             

Subtotal Department of Public Safety 1,051 1,320 269       Human Resources Management & Transformation 4 5 1             

Puerto Rico Health Insurance Administration 2,853 2,942 88         Subtotal OCFO-Treasury 359 420 61          

Department of Health 790 1,011 221       Office of the Governor 28 26 (2)           

Medical Services Administration of Puerto Rico 148 184 36         Puerto Rico Federal Affairs Administration 3 3 (0)           

Mental Health and Drug Addiction Services Administration 142 149 7           State Historic Preservation Office of Puerto Rico 2 3 1             

University of Puerto Rico Comprehensive Cancer Center 22 46 24         Puerto Rico Infrastructure Financing Authority 12 8 (4)           

Center for Diabetes 1 1 (0)          Puerto Rico Public Private Partnership Authority 11 169 157        

Cardiovascular Center 69 72 3           Office of Socio-Economic & Community Development 19 41 22          

Subtotal Health 4,026 4,405 379       Public Building Authority (PBA) 115 127 12          

Department of Education 3,468 3,952 483       Subtotal Executive Office 190 376 185        

Subtotal Education 3,468 3,952 483       Contributions to the Municipalities 176 132 (44)         

University of Puerto Rico (UPR) 646 560 (86)        Subtotal Municipalities 176 132 (44)         

Subtotal UPR 646 560 (86)        Office of the Comptroller 39 43 4             

The General Court of Justice 316 308 (8)          Office of Government Ethics 9 9 0             

Legislative Assembly of the Commonwealth 111 96 (15)        Subtotal Transparency & Control Entities 48 52 4             

Subtotal Courts & Legislature 427 404 (24)        Puerto Rico Traffic Safety Commission 14 12 (3)           

Family and Children Administration 252 219 (33)        Department of Transportation and Public Works 84 91 7             

Socioeconomic Development of the Family 2,163 2,110 (53)        Puerto Rico Integrated Transit Authority 88 107 19          

Secretariat of the Department of the Family 61 57 (4)          Puerto Rico Ports Authority 92 190 98          

Child Support Administration (ASUME) 29 29 (1)          Subtotal Public Works 279 400 121        

Administration for Integral Development of Childhood 123 93 (29)        Subtotal $5,214 $2,749 ($2,466)

Subtotal Families & Children 2,628 2,508 (120)     

Subtotal $12,246 $13,147 $901
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FY20 consolidated budget, excluding Instrumentalities
$ in millions, agency values below include agency PayGo

Year over year consolidated FY20 certified budget variances by agency and grouping, 

excluding Instrumentalities1

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Includes $579m in Special Revenue Fund (SRF) PayGo fees to the Employee Retirement System (ERS), consistent with the certified Fiscal Plan, of which $345m is related to contributions to ERS from certain 

instrumentalities and municipalities. The Commonwealth processes pension reimbursements on behalf of municipalities and certain instrumentalities. It is expected that all municipalities and other contributing 

instrumentalities will provide full funding for their PayGo fees in the FY20 budget and, as such, those PayGo fees will be processed by the Commonwealth.

Source: FY20 certified budget

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

Puerto Rico Planning Board 16 43 28         Agricultural Enterprises Development Administration 194 126 (68)       

Department of Economic Development & Commerce 71 122 51         Puerto Rico Department of Agriculture 38 36 (2)          

Trade & Export Company 16 14 (2)          Agricultural Insurance Corporation 3 3 (0)          

Redevelopment Authority of Roosevelt Roads 2 3 1           Subtotal Agriculture 235 165 (70)       

Permits Management Office 17 21 4           Puerto Rico Environmental Quality Board 42 75 33         

Office of Industrial Tax Exemption 1 2 1           Department of Natural and Environmental Resources 6 52 46         

State Office of Energy Policy 10 8 (2)          Natural Resources Administration 51 50 (2)          

Puerto Rico Industrial Development Company 55 42 (13)       Solid Waste Authority 8 4 (4)          

Puerto Rico Tourism Company 80 105 24         Subtotal Environmental 107 180 73         

Puerto Rico Regional Center Corporation 0 0 (0)          Department of Housing 117 468 351      

Subtotal Economic Development 270 362 91         Public Housing Administration 277 390 113      

Puerto Rico Department of State 10 19 9           Puerto Rico Housing Finance Corporation 200 197 (3)          

Puerto Rico Council on Education 11 0 (11)       Subtotal Housing 594 1,055 462      

Subtotal State 21 19 (2)          Institute of Puerto Rican Culture 16 16 0           

Commission of Investigation, Processing and Appeals 0 0 (0)          Musical Arts Corporation 7 8 0           

Puerto Rico Department of Labor and Human Resources 124 372 248      Fine Arts Center Corporation 5 6 1           

Puerto Rico Labor Relations Board 1 1 0           Subtotal Culture 28 30 2           

Vocational Rehabilitation Administration 89 82 (7)          Office of the Women’s Advocate 5 5 (0)          

Public Service Appeals Commission 3 3 (0)          Veteran's Advocate Office 2 2 (0)          

Subtotal Labor 217 458 241      Elderly and Retired People Advocate Office 22 25 3           

Department of Correction and Rehabilitation 399 381 (19)       Office for People with Disabilities 3 4 1           

Correctional Health Services Corporation 58 44 (14)       Office for the Patient's Advocate 2 2 (0)          

Subtotal Corrections 457 425 (33)       Subtotal Ombudsman 33 37 4           

Puerto Rico Department of Justice 165 160 (5)          Puerto Rico School of Plastic Arts 4 5 0           

Parole Board 2 2 (0)          Puerto Rico Conservatory of Music Corporation 7 9 2           

Subtotal Justice 167 163 (5)          Subtotal Universities 11 13 2           

Subtotal $1,133 $1,426 $293 Subtotal $1,008 $1,480 $472

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

Puerto Rico Planning Board 16 43 28         Agricultural Enterprises Development Administration 194 126 (68)       

Department of Economic Development & Commerce 71 122 51         Puerto Rico Department of Agriculture 38 36 (2)          

Trade & Export Company 16 14 (2)          Agricultural Insurance Corporation 3 3 (0)          

Redevelopment Authority of Roosevelt Roads 2 3 1           Subtotal Agriculture 235 165 (70)       

Permits Management Office 17 21 4           Puerto Rico Environmental Quality Board 42 75 33         

Office of Industrial Tax Exemption 1 2 1           Department of Natural and Environmental Resources 6 52 46         

State Office of Energy Policy 10 8 (2)          Natural Resources Administration 51 50 (2)          

Puerto Rico Industrial Development Company 55 42 (13)       Solid Waste Authority 8 4 (4)          

Puerto Rico Tourism Company 80 105 24         Subtotal Environmental 107 180 73         

Puerto Rico Regional Center Corporation 0 0 (0)          Department of Housing 117 468 351      

Subtotal Economic Development 270 362 91         Public Housing Administration 277 390 113      

Puerto Rico Department of State 10 19 9           Puerto Rico Housing Finance Corporation 200 197 (3)          

Puerto Rico Council on Education 11 0 (11)       Subtotal Housing 594 1,055 462      

Subtotal State 21 19 (2)          Institute of Puerto Rican Culture 16 16 0           

Commission of Investigation, Processing and Appeals 0 0 (0)          Musical Arts Corporation 7 8 0           

Puerto Rico Department of Labor and Human Resources 124 372 248      Fine Arts Center Corporation 5 6 1           

Puerto Rico Labor Relations Board 1 1 0           Subtotal Culture 28 30 2           

Vocational Rehabilitation Administration 89 82 (7)          Office of the Women’s Advocate 5 5 (0)          

Public Service Appeals Commission 3 3 (0)          Veteran's Advocate Office 2 2 (0)          

Subtotal Labor 217 458 241      Elderly and Retired People Advocate Office 22 25 3           

Department of Correction and Rehabilitation 399 381 (19)       Office for People with Disabilities 3 4 1           

Correctional Health Services Corporation 58 44 (14)       Office for the Patient's Advocate 2 2 (0)          

Subtotal Corrections 457 425 (33)       Subtotal Ombudsman 33 37 4           

Puerto Rico Department of Justice 165 160 (5)          Puerto Rico School of Plastic Arts 4 5 0           

Parole Board 2 2 (0)          Puerto Rico Conservatory of Music Corporation 7 9 2           

Subtotal Justice 167 163 (5)          Subtotal Universities 11 13 2           

Subtotal $1,133 $1,426 $293 Subtotal $1,008 $1,480 $472
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FY20 consolidated budget, excluding Instrumentalities
$ in millions, agency values below include agency PayGo

Year over year consolidated FY20 certified budget variances by agency and grouping, 

excluding Instrumentalities1

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

1. Includes $579m in Special Revenue Fund (SRF) PayGo fees to the Employee Retirement System (ERS), consistent with the certified Fiscal Plan, of which $345m is related to contributions to ERS from certain 

instrumentalities and municipalities. The Commonwealth processes pension reimbursements on behalf of municipalities and certain instrumentalities. It is expected that all municipalities and other contributing 

instrumentalities will provide full funding for their PayGo fees in the FY20 budget and, as such, those PayGo fees will be processed by the Commonwealth.

Source: FY20 certified budget

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

State Elections Commission 35 28 (7)          Public Service Commission 11 11 0             

Civil Rights Commission 1 1 (0)          Telecommunications Regulatory Board 9 9 (0)           

Puerto Rico National Guard 45 44 (1)          Energy Commission 2 20 18          

Office of the Citizen’s Ombudsman 4 3 (0)          Independent Office for Consumer Protection 1 0 (0)           

Cooperative Development Commission of Puerto Rico 2 2 (0)          Subtotal Utilities Commission 23 40 18          

Puerto Rico Industrial Commission 14 18 4           Financial Oversight and Management Board 65 58 (7)           

Puerto Rico Department of Consumer Affairs 13 13 1           Subtotal FOMB 65 58 (7)           

Department of Recreation and Sports 49 32 (17)       State Insurance Fund Corporation 508 453 (55)         

Horse Racing Industry and Sport Administration 4 4 (0)          Subtotal State Insurance Fund Corporation 508 453 (55)         

Puerto Rico Public Broadcasting Corporation 13 11 (2)          Automobile Accidents Compensation Administration 86 87 0             

Special Independent Prosecutor's Panel 2 2 (0)          Subtotal Automobile Accident Compensation Administration 86 87 0             

The Port of the Americas Authority 0 0 (0)          Office of The Commissioner of Insurance 13 14 1             

Office of the Inspector General 0 5 5           Commissioner of Financial Institutions 11 12 1             

Office of the Election Comptroller 3 2 (0)          Subtotal Finance Commission 23 26 3             

Puerto Rico Institute of Statistics 2 2 (0)          Land Authority of Puerto Rico 10 23 13          

Authority of the Port of Ponce 0 1 0           Land Administration of Puerto Rico 8 8 1             

Integral Development of the “Península de Cantera" 2 2 (0)          Subtotal Land 17 31 14          

Corporation for the "Caño Martin Peña" Enlace Project 13 15 2           Municipal Development Fund 0 53 53          

Government Employees and Judiciary Retirement Systems 66 47 (19)       Municipal Improvement Fund 0 26 26          

Convention Center of District Authority 31 28 (3)          Municipal Finance Corporation (COFIM) 0 130 130        

Teacher's Retirement System 22 16 (6)          Conservation Trust 0 15 15          

Subtotal Independent Agencies 320 276 (45)       Rum producers related to "rum cover-over" 0 179 179        

Culebra Conservation and Development Authority 1 0 (0)          Science, Technology, & Research Trust 0 5 5             

Institutional Trust of the National Guard of Puerto Rico 7 7 (1)          "Rum cover-over" for Industrial Development Corporation 0 10 10          

Economic Development Bank of PR 11 12 1           Subtotal Other 0 418 418        

Puerto Rico Industrial, Tourist, Educational, Medical, and Environmental Control Facilities Financing Authority0 0 (0)          Subtotal $722 $1,113 $391

Model Forest Of Puerto Rico 0 0 (0)          Total $20,664 $20,210 ($454)

Subtotal Closures - per the government’s reorganization plan 19 19 (0)          

Subtotal $339 $295 ($45)
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FY20 General Fund budget
$ in millions, agency values below include agency PayGo

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget

Year over year General Fund FY20 certified budget variances by agency and grouping

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

Government Board of the 911 Service 0 $0 $0 Puerto Rico Department of the Treasury 216 211 (5)         

Puerto Rico Police Department 887 1,116 229      Office of Management and Budget 23 59 36        

Fire Bureau of Puerto Rico 63 84 21        Fiscal Agency & Financial Advisory Authority 70 104 33        

Bureau of Forensic Sciences Institute 15 19 4           General Services Administration 6 6 0           

Emergency Medical Corps Bureau 18 21 3           Human Resources Management & Transformation 2 4 2           

Bureau of Emergency and Disaster Management 7 9 2           Subtotal OCFO-Treasury 318 384 66        

Special Investigations Bureau 0 6 6           Office of the Governor 26 24 (2)         

Subtotal Department of Public Safety 990 1,256 265      Puerto Rico Federal Affairs Administration 3 3 (0)         

Puerto Rico Health Insurance Administration 15 917 902      State Historic Preservation Office of Puerto Rico 1 1 0           

Department of Health 293 329 35        Puerto Rico Infrastructure Financing Authority 3 2 (1)         

Medical Services Administration of Puerto Rico 97 72 (25)       Puerto Rico Public Private Partnership Authority 7 13 7           

Mental Health and Drug Addiction Services Administration 99 100 1           Office of Socio-Economic & Community Development 19 18 (0)         

University of Puerto Rico Comprehensive Cancer Center 22 15 (7)         Public Building Authority (PBA) 0 0 (0)         

Center for Diabetes 0 0 (0)         Subtotal Executive Office 59 62 3           

Subtotal Health 527 1,433 907      Contributions to the Municipalities 176 132 (44)       

Department of Education 2,482 2,401 (81)       Subtotal Municipalities 176 132 (44)       

Subtotal Education 2,482 2,401 (81)       Office of the Comptroller 39 43 4           

University of Puerto Rico (UPR) 646 560 (86)       Office of Government Ethics 9 9 0           

Subtotal UPR 646 560 (86)       Subtotal Transparency & Control Entities 48 52 4           

The General Court of Justice 293 293 0           Puerto Rico Traffic Safety Commission 1 0 (1)         

Legislative Assembly of the Commonwealth 111 96 (15)       Department of Transportation and Public Works 45 43 (2)         

Subtotal Courts & Legislature 404 389 (15)       Puerto Rico Integrated Transit Authority 31 54 23        

Family and Children Administration 192 181 (11)       Subtotal Public Works 77 97 20        

Socioeconomic Development of the Family 84 81 (3)         Puerto Rico Planning Board 13 12 (0)         

Secretariat of the Department of the Family 43 42 (1)         Department of Economic Development & Commerce 2 1 (1)         

Child Support Administration (ASUME) 11 11 (0)         Trade & Export Company 1 1 (0)         

Administration for Integral Development of Childhood 12 7 (5)         Redevelopment Authority of Roosevelt Roads 1 1 0           

Subtotal Families & Children 342 322 (20)       Permits Management Office 10 8 (1)         

Assignments under the custody of the Treasury 529 363 (166)     State Office of Energy Policy 1 1 (0)         

Assignments under the custody of the OMB 1,006 515 (492)     Subtotal Economic Development 27 24 (2)         

Subtotal Custody Accounts 1,535 878 (658)     Puerto Rico Department of State 6 15 9           

Subtotal $6,926 $7,239 $312 Puerto Rico Council on Education 9 0 (9)         

Subtotal State 15 15 (0)         

Subtotal $720 $767 $47
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FY20 General Fund budget
$ in millions, agency values below include agency PayGo

Note: Due to rounding, numbers presented may not add up precisely to the totals provided.

Source: FY20 certified budget

Year over year General Fund FY20 certified budget variances by agency and grouping

Allocation FY19 FY20 Change Allocation FY19 FY20 Change

Commission of Investigation, Processing and Appeals 0 0 (0)         Puerto Rico School of Plastic Arts 2 2 0           

Puerto Rico Department of Labor and Human Resources 33 31 (2)         Puerto Rico Conservatory of Music Corporation 5 5 0           

Puerto Rico Labor Relations Board 1 1 0           Subtotal Universities 7 7 1           

Vocational Rehabilitation Administration 22 23 1           State Elections Commission 35 28 (7)         

Public Service Appeals Commission 3 3 (0)         Civil Rights Commission 1 1 (0)         

Subtotal Labor 60 58 (1)         Puerto Rico National Guard 19 16 (2)         

Department of Correction and Rehabilitation 390 352 (38)       Office of the Citizen’s Ombudsman 4 3 (0)         

Correctional Health Services Corporation 58 44 (14)       Cooperative Development Commission of Puerto Rico 2 2 (0)         

Subtotal Corrections 448 396 (52)       Puerto Rico Department of Consumer Affairs 11 11 0           

Puerto Rico Department of Justice 124 110 (14)       Department of Recreation and Sports 41 32 (9)         

Parole Board 2 2 (0)         Horse Racing Industry and Sport Administration 2 2 (0)         

Subtotal Justice 127 113 (14)       Puerto Rico Public Broadcasting Corporation 8 7 (1)         

Agricultural Enterprises Development Administration 81 65 (16)       Special Independent Prosecutor's Panel 2 2 (0)         

Puerto Rico Department of Agriculture 35 33 (2)         The Port of the Americas Authority 0 0 (0)         

Subtotal Agriculture 116 98 (18)       Office of the Inspector General 0 5 5           

Puerto Rico Environmental Quality Board 24 20 (4)         Office of the Election Comptroller 3 2 (0)         

Department of Natural and Environmental Resources 6 46 40        Puerto Rico Institute of Statistics 2 2 (0)         

Natural Resources Administration 34 22 (12)       Authority of the Port of Ponce 0 1 1           

Solid Waste Authority 3 3 (1)         Integral Development of the “Península de Cantera" 0 0 0           

Subtotal Environmental 67 91 24        Corporation for the "Caño Martin Peña" Enlace Project 11 10 (0)         

Department of Housing 20 29 9           Government Employees and Judiciary Retirement Systems 9 9 0           

Public Housing Administration 0 10 9           Subtotal Independent Agencies 150 135 (15)       

Puerto Rico Housing Finance Corporation 9 8 (1)         Culebra Conservation and Development Authority 0 0 0           

Subtotal Housing 29 47 18        Model Forest Of Puerto Rico 0 0 (0)         

Institute of Puerto Rican Culture 14 15 1           Subtotal Closures - per the government’s reorganization plan 0 0 (0)         

Musical Arts Corporation 6 5 (1)         Public Service Commission 9 9 (0)         

Fine Arts Center Corporation 3 3 0           Subtotal Utilities Commission 9 9 (0)         

Subtotal Culture 23 24 1           Financial Oversight and Management Board 65 58 (7)         

Office of the Women’s Advocate 2 2 (0)         Subtotal FOMB 65 58 (7)         

Veteran's Advocate Office 2 2 (0)         Subtotal $231 $209 ($22)

Elderly and Retired People Advocate Office 3 3 (0)         Total $8,758 $9,051 $294

Office for People with Disabilities 1 2 0           

Office for the Patient's Advocate 2 2 (0)         

Subtotal Ombudsman 10 10 (0)         

Subtotal $881 $837 ($43)



63

Note: Housing Finance Authority, resources from the Cap Funds (money transferred by HUD for financing projects and repayment of bonds) are not contemplated in the certified Fiscal Plan.

1. This list is not exhaustive. The complete list of agencies is included in the certified Fiscal Plan.

2. UPR has a separate fiscal plan from the Central Government, but also receives appropriations for certain programs. UPR receives a General Fund appropriation, the majority of which is formulaic in nature.

3. HTA is not explicitly budgeted for in the Central Government, but receives funding from the TSA account for crude oil excise tax (commonly known as the “Crudita”) collections.

4. Consolidated does not include agencies that have not been officially consolidated as indicated by the 2019 certified Fiscal Plan.

Central Government entities1 Major component units1 Other Component Units and 

Agencies1
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d

Agencies:

• Dept. of Education

• Dept. of Health

• Dept. Public Safety

• Hacienda

• Executive office

• ADEA

• AAFAF

• ASEM

• ASES

• CCPRC

• DDEC

• HFA

• PBA

• PRITA

• PRCCDA

• PRTC

• PRPA

• SIFC

• Roughly 45 additional agencies and 

component units, such as: Solid Waste 

Authority and Public Broadcasting 

Authority

Individually Reported 

~90% of certified Fiscal Plan cash flow

Not Individually Reported

~10% of certified Fiscal Plan cash flow
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x
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d

Puerto Rico Electric Power Authority (“PREPA”)
Government Development Bank (“GDB”) The Children’s Trust Fund

University of Puerto Rico (“UPR”)2 COSSEC Municipalities

Puerto Rico Aqueduct and Sewer Authority 

(“PRASA”)
Puerto Rico Highway and Transportation Authority (“HTA”)3
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New Agencies Consolidated Agencies Closed Agencies

•   Office of the Inspector General

•   Special Investigations Unit
•   Counsel on Education

•   Commissioner of Municipal Affairs

•   ELA Regional Center Corporation

•   Model Forest of PR

The FY20 consolidated budget includes redistributed groups with new agencies and 

component units
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Source: Exhibit 88 of the certified Fiscal Plan; General Fund Database

1.  These groupings are subject to material revision in subsequent fiscal plans. 

Note:  As described in the certified Fiscal Plan (page 155) and the GF database, to date, 21 agencies have not yet been 

allocated within individual groupings. The Government proposes that these agencies will either remain independent or fit in 

within one of the existing 32 groupings so as to limit the total number of agencies to no more than 35.

Agencies by Fiscal Plan for Puerto Rico, Restoring Growth and Prosperity, dated May 9, 2019 Grouping Category
Agency number followed by agency name, subject to revision in future fiscal plans

1. Agriculture Agencies 9. Department of Public Safety 16. Health Agencies 19. Instrumentalities 26. Public Works

55 Department of Agriculture 21 Emergency and Disaster Mgmt. 71 Health Department 66 HTA 11 Transit Safety

198Agricultural Insurance Corporation 40 Police 90 Admin. de Servicios Médicos (ASEM) 163 PRASA 49 Transport. and Public Works

277Agri. Enterprises Dev. Admin (ADEA) 41 Special Investigations Unit 95 Mental Health 169 PREPA 168 Ports Authority

2. Auto Accident Comp. Admin. 42 Firefighters 187Admin. de Seguros de Salud (ASES) 172 GDB 285 PR Integr. Transit Authority 

(PRITA) 79 Compensation Accidents Autos 45 Department of Public Safety 188Cardiovascular Center of Puerto Rico 212 COSSEC

27. State Insurance Fund Corp.3. Agency Closures 121 Government Board 911 Service 288UPR Cancer Center 20. Justice Agencies

70 Corp. of State Insurance Fund138National Guard Trust 189 Institute of Forensic Sciences 293Diabetes Research 38 Justice Department

28. State Dept. & Board of Ed186Culebra Conservation Auth. 221 Medical Emergency Body 17. Housing Agencies 139 Parole Board of Puerto Rico

23 Department of State195Economic Development Bank of PR 10. Education 78 Department of Housing 21. Labor Agencies

278 Board of Education211PR Financing Authority 81 Department of Education 106Public Housing Administration 34 Inquiry, Prosecution & Appeal

29. Transparency & Control294National Forest Model 11. Envir. Gov't & Natural Resources 235Housing Finance Authority 67 Department of Labor & HR

8 Office of the Comptroller4. Corrections 14 Environmental Quality Board 18. Independent Agencies 68 Labor Relations Board

193 Government Ethics Board137Corrections 50 Dept. of Natural Resources 28 State Elections Commission 126 Vocational Rehabilitation

30. Other Universities220Correctional Health 133 Natural Resources Management 37 Civil Rights Commission 279 Public Appeals Commission

109 School of Plastic Arts5. Courts and Legislature 184 Solid Waste Authority 43 Puerto Rico National Guard 22. Land Agencies

215 Conservatory of Music of PR10 General Court of Justice 12. Executive Office 60 Office of the Citizen’s Ombudsman 165 Land Authority

31. University of Puerto Rico100Legislative Services 15 Office of the Governor 62 Cooperative Development Commission of PR 177 Land Administration

176 University of Puerto Rico6. Culture Institutions 29 Federal Affairs 69 Puerto Rico Department of Consumer Affairs 23. Municipalities

32. Utilities Commission82 Institute of Puerto Rican Culture 155 Historical Conservation 87 Department of Recreation and Sports 208 Contributions to the Municipalities

65 Public Service Commission191Corp of the Musical Arts 161 Infrastructure Financing Authority 89 Horse Racing Industry and Sport Administration 24. OCFO - Treasury

141 Telecom. Regulatory Board192Center of Fine Arts 162 Public Building Authority 105Puerto Rico Industrial Development Company 16 Office of Mngt. and Budget (OMB)

289 Energy Commission7. Custody Account 276 Public Private Partnerships 167Company for the Integral Development of the 

“Península de Cantera"

24 Department of Treasury (Hacienda)

292 Ofic Ind Protec al Consumidor17 Assets under custody of the OMB 329 Socio Economic Development 30 Administration of Transformation

25 Assets under custody of Treasury 13. Families & Children 31 General Services Administration

117Law 70 - OMB Custody 122 Secretary of Dept. of Families 295 Fiscal & Fncl. Advisory Auth (AAFAF)

8. Economic Development 123 Families and Kids 25. Ombudsman Agencies

18 Department of Planning 124 Admin. Support of Minors 96 Office of Women's Affairs

35 Off. of Ind. Tax Exemption 127 Socio Economic Development 120 Office of Veteran's Attorney

119Dept. of Economic Development &

Trade

241 Care and Development of Children 152 Procurator for the Elderly

166PR Industrial Development Co. 

(PRIDCO)

14. Finance Commission 153 Defendant of Disabled People

180Tourist Company

22 Insurance Commissioner 231 Health Attorney

258 Trade and Export Company

75 Financial Institution Commission

265Roosevelt Roads Naval Station

15. FOMB

Corporation for the "Caño Martin Peña" Enlace 

Project

196Puerto Rico Public Broadcasting Corporation

200Special Independent Prosecutor's Panel

238The Port of the Americas Authority

264

268Puerto Rico Institute of Statistics

272Office of the Inspector General

281Office of the Election Comptroller

286Authority of the Port of Ponce

303Convention Center of District Authority

928Gov't Employee Retirement System

929Teacher's Retirement System
273Management Of Permits

297 Fncl Oversight & Management 

Board

287Corp Centro Regional del ELA

290Office of Public Energy Policy

Agency groupings listed in the certified Fiscal Plan, and established in collaboration 

with the government1
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The Financial Management and Oversight Board for Puerto Rico (the “Board”) and Ernst & Young Puerto Rico LLC (“EY”) have 

prepared this report (the “Report”) based upon information and material supplied by the Board, Board advisors, the Government of

Puerto Rico (the “Government”), and other publicly-available sources.  The Board engaged EY to review the budget for the 2020 fiscal 

year as prepared by the Government and as contained in the Report.  EY’s sole responsibility was to aid the Board in analyzing the 

budget for the 2020 fiscal year and the financial situation of Puerto Rico.  

The nature and scope of EY’s services were determined by the Board and are reflected in agreements between EY and the Board 

dated July 5, 2018 and September 28, 2018 (the “Agreements”).  EY’s procedures were limited to the procedures requested by the 

Board and which are described in the Agreements.  EY’s work was performed only for the use and benefit of the Board and should not 

be used or relied on by anyone else.  Other persons who read this Report who are not a party to the Agreements do so at their own 

risk and are not entitled to rely on it for any purpose. EY does not assume any duty, obligation or responsibility whatsoever to any 

other parties that may obtain access to the Report. 

EY’s services were advisory in nature. While EY’s work in connection with this Report was performed under the standards of the 

American Institute of Certified Public Accountants (the “AICPA”), EY did not render an assurance report or opinion under the 

Agreement, nor did EY’s services constitute an audit, review, examination, forecast, projection or any other form of attestation as 

those terms are defined by the AICPA. None of the services EY provided constituted any legal opinion or advice. This Report is not 

being issued in connection with any issuance of debt or other financing transaction.

The Board has the knowledge, experience and ability to form its own conclusions.  Any assumptions, forecasts, projections, 

recommendations, conclusions or opinions contained in this Report are solely those of the Board.  

In assisting in the preparation of this Report, EY relied on information and underlying data provided by the Board, Board advisors, the 

Government, and other publicly-available sources, and such information was presumed to be current, accurate and complete. EY has

not conducted an independent assessment or verification of the completeness, accuracy or validity of the information obtained.  

Consequently, EY provides no assurance of any kind with respect to, or on, the information presented.

There will usually be differences between projected and actual results because events and circumstances frequently do not occur as 

expected and those differences may be material. As a result, no assurance regarding the achievement of forecasted results is 

provided, and reliance should not be placed on any forecasted results or projects contained herein as such information is subject to 

material change and may not reflect actual results.  EY takes no responsibility for the achievement of projected results. 

Disclaimer
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INDEPENDENT CONTRACTOR SERVICES AGREEMENT 
(MCKINSEY & COMPANY, INC. WASHINGTON DC) 

EFFECTIVE DATE: SEPTEMBER 1ST, 2018 

THIS INDEPENDENT CONTRACTOR SERVICES AGREEMENT (the “Agreement”) is made by and 
between THE FINANCIAL OVERSIGHT AND MANAGEMENT BOARD FOR PUERTO RICO (the “Board”) created 
by the Puerto Rico Oversight, Management, and Economic Stability Act, 48 U.S.C. Chapter 20 
(“PROMESA”), and MCKINSEY & COMPANY, INC. WASHINGTON DC, (“McKinsey Washington” or “the 
“Contractor”) (each, a “Party”, together the “Parties”). The Board and Contractor hereby agree as follows: 

1. Engagement of Services. The Board may offer Project Assignments to Contractor in the
form attached to this Agreement as Exhibit A (“Project Assignment”). Subject to the terms of this 
Agreement, Contractor will render the services set forth in Project Assignment(s) accepted by Contractor 
by the completion dates set forth therein (the “Services”). 

2. Compensation. The Board will pay Contractor the fees set forth in each Project
Assignment for services rendered pursuant to this Agreement, grossed up for any deductions or 
withholdings that may be applicable in respect of taxes, duties or levies, which taxes, duties and/or levies 
are imposed by Puerto Rico and not the federal or state governments of the United States. Contractor is 
responsible for all reasonable expenses incurred in the performance of Services under this Agreement. 
Contractor will be reimbursed only for expenses which are expressly provided for in a Project Assignment 
or which have been approved in advance in writing by the Board. Contractor must furnish all 
documentation for authorized expenses the Board reasonably requests. Payment of Contractor’s fees and 
expenses will be in accordance with terms and conditions set forth in the applicable Project Assignment. 
Upon termination of this Agreement for any reason, Contractor will be paid fees on the basis stated in the 
Project Assignment(s) for work which has been completed. 

3. Independent Contractor Relationship.

3.1 Contractor’s relationship with the Board is that of an independent contractor, and
nothing in this Agreement is intended to, or should be construed to create a partnership, agency, joint 
venture or employment relationship. Contractor is not authorized to make any representation, contract or 
commitment on behalf of the Board unless specifically requested or authorized in writing to do so by the 
Board. 

3.2 Contractor shall be responsible for exercising independent discretion and judgment 
to achieve the results specified in this Agreement and in any Project Assignments, and no member, officer, 
agent or employee of the Board shall have the authority to direct Contractor as to the manner or means 
employed to achieve such results. 

3.3 Contractor shall be responsible for providing all tools and equipment necessary to 
perform services under this Agreement and any Project Assignments. Contractor shall bear all expenses 
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associated with the provision of services under this Agreement and in any Project Assignments, except as 
otherwise agreed to pursuant to Section 2 of this Agreement. 

3.4 Contractor will not be entitled to any of the benefits that the Board may make 
available to its employees, including, but not limited to, group health or life insurance, profit-sharing or 
retirement benefits. 

3.5 Contractor is solely responsible for, and will file, on a timely basis, all tax returns 
and payments required to be filed with, or made to, any applicable tax authority with respect to the 
performance of services and receipt of fees under this Agreement. 

3.6 Contractor’s compensation will be subject to withholding by the Board for the 
payment of any applicable income taxes. 

3.7 Any employees or agents of Contractor shall be the sole responsibility of 
Contractor, and shall not be employees or agents of, or paid by, the Board. Neither the Contractor nor its 
employees or agents are entitled to invoke any of the laws or protections that may apply to employees of 
the United States government or the Commonwealth of Puerto Rico. Contractor shall have full liability 
for their acts. Contractor shall bear all expenses associated with the employment of such individuals, and 
assume sole responsibility for compliance with applicable laws, rules, regulations and orders regarding 
Contractor’s employees. 

4. Nondisclosure.

4.1 Recognition of Board’s Rights; Nondisclosure. Contractor understands and
acknowledges that the Board has a protectable interest in its Confidential Information (defined below). At 
all times during the term of this Agreement and thereafter, Contractor will hold in strictest confidence and 
will not disclose, use, lecture upon or publish any of the Board’s Confidential Information, except as such 
disclosure, use or publication may be required in connection with Contractor’s services for the Board, or 
unless the Board expressly authorizes such in writing. Contractor will obtain the Board’s written approval 
before publishing or submitting for publication any material (written, verbal, or otherwise) that relates to 
Contractor’s services for the Board and/or incorporates any Confidential Information. Contractor hereby 
assigns to the Board any rights Contractor may have or acquire in such Confidential Information and 
recognizes that all Confidential Information shall be the sole property of the Board and its assigns. 
Contractor will take all reasonable precautions to prevent the inadvertent or accidental disclosure of 
Confidential Information. 

4.2 Confidential Information. The term “Confidential Information” shall mean any 
and all confidential and/or proprietary knowledge, data or information of or used by the Board, whether 
having existed, now existing, or to be developed during the term of this Agreement. By way of illustration 
but not limitation, “Confidential Information” includes (a) trade secrets, inventions, mask works, ideas, 
processes, formulas, source and object codes, data, programs, other works of authorship, know-how, 
improvements, discoveries, developments, designs and techniques and any other proprietary technology 
and all Proprietary Rights therein (hereinafter collectively referred to as “Inventions”); (b) information 
regarding research, analysis, development, business plans, budgets and unpublished financial statements, 
licenses, prices and costs, margins, credit terms, forecasts, future plans and potential strategies, financial 
projections and business strategies, operational plans, financing and capital-raising plans, activities and 
agreements, internal services and operational manuals, methods of conducting Board business, suppliers 
and supplier information, and purchasing; (c) information regarding any of the Board’s contractors, 
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vendors, or representatives and their services, including names, representatives, proposals, bids, contracts 
and their contents and parties, the type and quantity of products and services received by the Board, and 
other non-public information relating to Board contractors, vendors, or representatives; and (d) information 
regarding personnel, employee lists, compensation, and employee skills. Notwithstanding the foregoing, it is 
understood that, at all such times, Contractor is free to use information which is generally known publicly 
or in the trade or industry through no breach of this Agreement or other act or omission by Contractor. 

4.3 Third Party Information. Contractor understands, in addition, that the Board has 
received and in the future, will receive from third parties, including the Commonwealth of Puerto Rico, 
confidential and/or proprietary knowledge, data, or information (“Third Party Information”) subject to 
a duty on the Board’s part to maintain the confidentiality of such information and to use it only for certain 
limited purposes. During the term of this Agreement and thereafter, Contractor will hold any Third Party 
Information disclosed by the Board or obtained in connection with its work in the strictest confidence and 
will not disclose to anyone (other than Board members and personnel who need to know such information 
in connection with their work for the Board) or use, except in connection with Contractor’s services for 
the Board, Third Party Information unless expressly authorized by the Executive Director or a member of 
the Board in writing. Contractor shall comply with all applicable laws, rules, and regulations concerning 
confidentiality. 

4.4 Term of Nondisclosure Restrictions. Contractor understands that Confidential 
Information and Third-Party Information is never to be used or disclosed by Contractor, as provided in this 
Section 4. If, however, a court decides that this Section 4 or any of its provisions is unenforceable for lack 
of reasonable temporal limitation and the Agreement or its restriction(s) cannot otherwise be enforced, 
Contractor and the Board agree that the two (2) year period after the termination of this Agreement shall 
be the temporal limitation relevant to the contested restriction, provided, however, that this sentence shall 
not apply to trade secrets protected without temporal limitation under applicable law. 

4.5 No Improper Use of Information. During the term of this Agreement, Contractor 
will not improperly use or disclose any Confidential Information or trade secrets of any person or entity to 
whom Contractor has an obligation of confidentiality, and Contractor will not bring onto the premises of 
the Board any documents or any property belonging to any person or entity to whom Contractor has an 
obligation of confidentiality unless consented to in writing by that person or entity. During Contractor’s 
engagement as an independent contractor performing services for the Company, Contractor may also have 
access to “Inside” or non-public information about one or more companies associated with the Board’s 
work. Use of “Inside,” Confidential Information or Third-Party Information in making any investment is 
absolutely prohibited, and Contractor represents and warrants that Contractor will comply with all 
applicable securities laws and regulations. 

4.6. Disclosure of Contractor Materials; Publicity. The Board understands and 
acknowledges that Contractor’s work for the Board is confidential and for the Board’s internal use only; 
provided, however, that the Board may disclose such work to the extent such disclosure is necessary or 
desirable to carry out the Board’s statutory duties or in response to a legal proceeding. Except as provided 
in the preceding sentence, the Board agrees that it will not disclose Contractor’s name in relation to any 
disclosure of work hereunder without Contractor’s consent. Contractor will not disclose the Deliverables 
to any third parties without the Board’s prior written permission. Contractor further agrees not to use the 
Board’s name in any communication with any third party without the Board’s prior written permission, 
including in press releases or other public announcements. If the Board receives a public records request 
for Deliverables or other documents containing Contractor information, the Board will allow Contractor 
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the ability to review the documents prior to disclosure to advise if the documents contain information 
subject to any exception or exemption to the relevant public records laws. 

5. Records. To the extent that Contractor is required to develop, review and/or analyze
Confidential Information or Third-Party Information, Contractor further shall to store and maintain all 
Confidential Information in a secure place. Such material shall at all times remain the exclusive property 
of the Board and/or the applicable third party, unless otherwise agreed to in writing by a Board member 
or the Board’s Executive Director. 

6. Return of Board Property. On the earlier of termination of this Agreement or a request by
the Board’s Executive Director, Contractor shall return to the Board all the Board property which 
Contractor obtained from the Board or created in the course of any Project Assignment, including any 
Confidential Information and Third-Party Information. Contractor acknowledges that all such property 
shall at all times remain the exclusive property of the Board, unless otherwise agreed to in writing by a 
Board member or the Board’s Executive Director. 

7. No Conflict of Interest. During the term of this Agreement, Contractor will not accept
work, enter into a contract, or accept an obligation from any third party, inconsistent or incompatible with 
Contractor’s obligations, or the scope of services rendered for the Board, under this Agreement or any 
Project Assignment. Contractor shall not take actions during the term of this Agreement or any Project 
Assignment that would constitute or could create the appearance of a conflict of interest with the Board’s 
mission or the work performed by the Contractor for the Board. Contractor represents that Contractor’s 
performance of all the terms of this Agreement and any accepted Project Assignment does not and will 
not breach any agreement or obligation of any kind made prior to the execution of this Agreement, 
including any noncompete agreement or any agreement to keep in confidence information acquired by 
Contractor in confidence or in trust. Contractor has not entered into, and Contractor shall not enter into, 
any agreement either written or oral in conflict herewith. Contractor shall indemnify the Board from any 
and all loss or liability incurred by reason of the alleged breach by Contractor of any services agreement 
with any third party. Contractor, after the termination of this Agreement, shall not provide services on the 
matters on which Contractor was engaged to others having interests adverse to the Board’s interests. 

8. Compliance with Laws, Regulations, and Vendor Code of Conduct. While providing
services for the Board, Contractor shall comply with all applicable laws, rules and regulations, as well as 
all applicable Board policies and rules provided to Contractor, including without limitation the Board’s 
Vendor Code of Conduct and its disclosure certification. A copy of the Vendor Code of Conduct and its 
Vendor Code of Conduct Disclosure Certification is attached as Exhibit C hereto. 

9. Term and Termination.

9.1 Term. Unless earlier terminated as provided in this Agreement or by mutual written
agreement of the parties, this Agreement shall expire on June 30, 2019. The parties may renew the 
Agreement for an additional time period by mutual, written agreement prior to the expiration of the term. 

9.2 Termination by Board. The Board may terminate this Agreement or any Project 
Assignment upon the earlier of (i) thirty (30) days written notice, and (ii) Contractor’s material breach of 
either Section 4 (“Nondisclosure”) or Section 10 (“Noninterference with Business”) of this Agreement. 
Termination shall neither eliminate accrued amounts owing to Contractor nor any amounts owing to the 
Board due to Contractor’s breach. 
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9.3 Termination by Contractor. Contractor may terminate this Agreement or any 
Project Assignment upon thirty (30) days written notice in the event of a material breach by the Board of 
this Agreement or any Project Assignment. 

9.4 Survival. The rights and obligations contained in Sections 4 (“Non-Disclosure”) 
and 10 (“Noninterference with Business”) of this Agreement shall survive the termination or expiration 
of this Agreement regardless of the reason, and the assignment of this Agreement by the Board to any 
successor in interest or other assignee. 

10. Noninterference with Business. The Board understands and acknowledges that it is
Contractor’s long-standing policy to serve competing clients and clients with potentially conflicting 
interests as well as counter-parties in merger, acquisition and alliance opportunities, and to do so without 
compromising Contractor’s professional responsibility to maintain the confidentiality of client 
information. To avoid situations of potential conflict, Contractor will not, for a period of one year 
following the conclusion of a Project Assignment, assign any consultant who receives Confidential 
Information in connection with such engagement to a competitively sensitive project. In the event 
Contractor seeks to serve the Government of Puerto Rico on related matters, it will first secure the Board’s 
written consent.  

11. Successors and Assigns. Contractor may not subcontract or otherwise delegate its
obligations under this Agreement without the prior written consent of the Executive Director of the Board. 
Subject to the foregoing, this Agreement will be for the benefit of the Board’s successors and assigns, and 
will be binding on Contractor’s assignees. Notwithstanding the foregoing, nothing in this Agreement shall 
prevent Contractor from utilizing Contractor’s employees to perform services under the Agreement or any 
Project Assignment. 

12. Indemnification. Contractor shall indemnify and hold harmless the Board and its
members, officers, directors and employees from (a) all taxes, penalties and interest the Board may be 
required to pay as a result of Contractor or any of Contractor’s personnel being deemed an employee of 
the Board; (b) any other tax liability or payments related to or resulting from this Agreement or the services 
rendered by Contractor for the Board; (c) any claims, losses, actions (including attorney’s fees) or liability 
to the extent determined by a final, non-appealable order or arbitral award to have resulted from 
Contractor’s gross negligence or willful misconduct In no event will either Party be liable for any 
consequential, indirect, exemplary, special or incidental damages arising from or relating to this 
Agreement. Neither Party’s total cumulative liability in connection with this Agreement, whether in 
contract or tort or otherwise, will exceed the aggregate amount of fees and expenses paid by the Board to 
Contractor for services performed under this Agreement.  

12.1       Deliverables produced hereunder are not intended as a substitute for financial, 
investment, legal, accounting or other professional advice, and Contractor does not intend to supplant 
the Board’s or the Puerto Rican Government’s management or other decision-making bodies. 

12.2   The Board and the Puerto Rican Government remain solely responsible for its 
decisions, actions, use of the Deliverables and compliance with applicable laws, rules and regulations. 

13. Non-Disparagement. Contractor will not, during the term of the Agreement, and for two
(2) years thereafter, disparage the Board, its members, officers, or employees. Contractor shall indemnify
and hold the Board, its members, officers, directors, and shareholders harmless from and against any
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and all losses, claims, damages, or expenses, (including attorneys’ and experts’ fees) arising from or 
growing out of any disparaging statement made by Contractor in violation of this Section 13. 

14. Reasonableness of Restrictions.

14.1      Contractor has read this entire Agreement and understands it. Contractor 
acknowledges the restrictions contained in this Agreement are reasonable, proper, and 
necessitated by the Board’s legitimate business interests. 

14.2      In the event that a court finds this Agreement, or any of its restrictions, to be 
ambiguous, unenforceable, or invalid, Contractor and the Board agree that this Agreement will be 
automatically modified to provide the Board with the maximum protection of its business interests 
allowed by law and Contractor shall be bound by this Agreement as modified. 

15. Legal and Equitable Remedies.

15.1      Contractor acknowledges it may be impossible to assess the damages caused by
Contractor’s violation of Sections 4 (“Non-Disclosure”) and 10 (“Noninterference with Business”) of this 
Agreement. Any threatened or actual violation of such Sections of this Agreement will constitute 
immediate and irreparable injury to the Board and the Board shall have the right to enforce those Sections 
of this Agreement by injunction, specific performance or other equitable relief, without bond and without 
prejudice to any other rights and remedies that the Board may have for a breach or threatened breach of 
those Sections or any other Section of this Agreement.  

15.2  If the Board is successful in whole or in part in any legal or equitable action against 
Contractor under this Agreement, the Board shall be entitled to payment of all costs, including reasonable 
attorneys’ fees, from Contractor.  

15.3  In the event Company enforces this Agreement through a court order, the restrictions of 
Section 10 shall remain in effect for a period of twelve (12) months from the effective date of the Order 
enforcing the Agreement. 

16. Notices. Any notices required or permitted hereunder shall be given to the Board at its
primary office location, at Contractor’s address as listed below, or at such other address as the party shall 
specify in writing. Such notice shall be deemed given upon personal delivery to the appropriate address 
or three (3) days after the date of mailing if sent by certified or registered mail. 

17. Governing Law; Consent to Personal Jurisdiction; Waiver of Jury Trial. This
Agreement shall be governed by the laws of the Commonwealth of Puerto Rico independent of its choice 
of law principles. This Agreement is not a United States government contract or contract of the 
Commonwealth of Puerto Rico. Consequently, United States and Commonwealth contracting and 
contract protest laws do not apply to this Agreement. Any action against the Board shall be brought in 
accordance with PROMESA § 106. Contractor hereby expressly consents to the personal jurisdiction 
and venue of the federal court in Puerto Rico. The Board and Contractor each waive all rights to jury 
trial under Commonwealth of Puerto Rico law and federal law. 

18. Severability. In case any one or more of the provisions, subsections, or sentences contained
in this Agreement shall, for any reason, be held to be invalid, illegal or unenforceable in any respect, 
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such invalidity, illegality or unenforceability shall not affect the other provisions of this Agreement, and 
this Agreement shall be construed as if such invalid, illegal or unenforceable provision had never been 
contained herein. Moreover, if any one or more of the provisions contained in this Agreement shall for 
any reason be held to be excessively broad as to duration, geographical scope, activity or subject, it shall 
be construed by limiting and reducing it, so as to be enforceable to the extent compatible with the 
applicable law as it shall then appear. 

19. Waiver. No waiver by the Board of any breach of this Agreement shall be a waiver of any
preceding or succeeding breach. No waiver by the Board of any right under this Agreement shall be 
construed as a waiver of any other right. The Board shall not be required to give notice to enforce strict 
adherence to all terms of this Agreement. Nothing herein waives any exemption from liability or other 
rights of the Board under PROMESA. 

20. Entire Agreement. This Agreement is the final, complete and exclusive agreement of the
parties with respect to the subject matter hereof and supersedes and merges all prior discussions between 
the parties. No modification of or amendment to this Agreement, nor any waiver of any rights under this 
Agreement, will be effective unless in writing and signed by the party to be charged. 
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[Signature Page Follows] 
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In Witness Whereof, the parties have executed this Agreement as of the date first written above. 

THE FINANCIAL OVERSIGHT AND MANAGEMENT

BOARD FOR PUERTO RICO MCKINSEY & COMPANY, INC. WASHINGTON DC 

By:  By:  

Name:  Name: Tyler Duvall 

Title: Title: Partner 

Address:         1200 19th St. NW 

Washington DC  20036 

Natalie A. Jaresko

Executive Director
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EXHIBIT A 
PROJECT ASSIGNMENT 

PERIOD OF PERFORMANCE: 

September 1, 2018 - June 30, 2019 

SCOPE: 

During the period of performance, McKinsey will support the Board as follows: 

Core activities will include working directly with the Board, the Executive Director and Board Staff in 
the following areas (as well as ad hoc and as needed support upon request): 

 Support implementation related to the Fiscal Plans for the Title III entities (Commonwealth,
PREPA and HTA) and PRASA, COSSEC, and UPR. Activities would include:

o establishing and continually evaluating implementation metrics;
o providing analytical support related to implementation progress;
o developing and updating entity-specific and overall dashboards;
o meeting regularly with relevant government officials and advisors;
o conducting regular implementation risk and prioritization analysis; and
o and leading regular problem-solving discussions with Board leadership and staff.

 Provide surge support on an as needed basis to Board’s staff and/or subcommittee to review
proposed government contracts for fiscal compliance consistent with the Board’s contracts review
policy

 Integrate any relevant activities of restructuring advisors into on-going fiscal plan implementation
efforts, including working directly with Citi to ensure fiscal plan measures are quantitatively and
qualitatively aligned with restructuring strategy.
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FEES AND INVOICING: 

McKinsey will be compensated on a firm fixed price basis as set forth below: 

Period of Performance Fee 
September 2018 $840,000.00 
October 2018 $840,000.00 
November 2018 $840,000.00 
December 2018 $840,000.00 
January 2019 $840,000.00 
February 2019 $840,000.00 
March 2019 $840,000.00 
April 2019 $840,000.00 
May 2019 $840,000.00 
June 2019 $840,000.00 

McKinsey will submit invoices on a monthly basis, on or before the 25th day of the calendar month 
following the month during which the services were performed.  

McKinsey’s invoices will reflect the portion of services performed in Puerto Rico. McKinsey will 
be compensated for those services at a rate in an amount equal to the firm fixed fee outlined above 
plus twenty-nine percent (29%) of the fixed fees. 

[Signature Page Follows] 
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IN WITNESS WHEREOF, the parties have executed this Project Assignment as of the date first written above. 

THE FINANCIAL OVERSIGHT AND MANAGEMENT

BOARD FOR PUERTO RICO MCKINSEY & COMPANY, INC. WASHINGTON DC 

By:  By:  

Name:  Name: Tyler Duvall 

Title: Title: Partner 
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APPENDIX B 

[VENDOR/CONSULTANT/REPRESENTATIVE CODE OF CONDUCT] 

The Financial Oversight and Management Board for Puerto Rico (the “Board”) is committed to ethical 
and lawful behavior, and to acting professionally and fairly in all of its business dealings and 
relationships. The Board seeks to maintain high ethical standards and to comply with all applicable laws 
and regulations. The Board expects its vendors, consultants, and representatives to embrace this 
commitment to ethical and lawful behavior by complying with and training its employees on the Board’s 
Vendor Code of Conduct. The Board also expects its vendors to have their own codes of conduct that 
ensure ethical business conduct and practices. 

I. Compliance with the Vendor Code of Conduct

All vendors, consultants, and representatives and their employees, agents, and subcontractors 
(collectively referred to as “Vendors”) must adhere to this Code of Conduct while conducting business 
with or on behalf of the Board. Vendors must promptly inform the Executive Director, the General 
Counsel, or a member of the Board when any situation develops that causes, or may cause, the Vendor 
to violate any provision of this Code of Conduct. Although Vendors are expected to self-monitor and 
demonstrate their compliance with this Code of Conduct, the Board may audit Vendors and/or inspect 
Vendors’ facilities and records to confirm compliance. 

The Board may require the immediate removal from any project or engagement of any Vendor 
representative(s) or personnel who behave in a manner that is unlawful or inconsistent with this Code of 
Conduct or any Board policy. Compliance with this Code of Conduct, as well as attendance at any 
training on this Code of Conduct as may be offered by the Board, is required in addition to any other 
contractual obligations a Vendor may have to the Board. 

II. Legal and Regulatory Compliance Practices

Vendors must conduct their business activities on behalf of the Board in full compliance with the letter 
and spirit of all applicable laws and regulations. 

 Anti-Corruption. The Board takes a zero-tolerance approach to bribery and corruption, and it
requires its Vendors to do the same. Vendors must not participate in bribes or kickbacks of any
kind, whether in dealings with the Board, government and public officials, or individuals in the
private sector. Vendors must also comply with all applicable anti-corruption and anti-money
laundering laws, as well as laws governing gifts and payments to public officials, political
campaign contribution and lobbying laws, and other related regulations. In particular, Vendors
must not:

o Offer, promise, or allow anything of value (including travel, gifts, hospitality expenses,
and charitable donations) to be given on behalf of the Board to influence a business or
government decision, gain an improper advantage, or otherwise improperly promote the
interests of the Board in any respect;

o Offer, promise, or allow anything of value to be given to a Board member or employee to
influence a Board decision or otherwise gain an improper advantage; or
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o Ask for or accept anything of value which the Vendor knows or suspects is being offered
to influence a Board decision or otherwise obtain an improper advantage in connection
with the Vendor’s work with or on behalf of the Board.

 Antitrust/Fair Business Practices. Vendors must conduct their business in full compliance
with antitrust and fair competition laws that govern the jurisdictions in which they conduct
business. Vendors must also uphold all standards of fair dealing and abide by all fair business
practices, including truthful and accurate advertising.

 Trade. Vendors shall comply with all applicable trade controls, as well as any applicable export,
re-export, and import laws and regulations. Vendors must not knowingly employ or do business
with anyone reasonably suspected of being connected with criminal or terrorist activities or who
is otherwise subject to applicable trade sanctions.

 Freedom from Unlawful Harassment and Discrimination. Vendors shall provide a workplace
free from harassment and/or discrimination in hiring, compensation, access to training,
promotion, termination, and/or retirement on the basis of race, color, creed, religion, sex, gender
identity or expression, sexual orientation, pregnancy, status as a parent, age, marital status,
national origin, ancestry, citizenship status, physical or mental disability or serious medical
condition, protected genetic information, political beliefs, status as a veteran, or any other
characteristic protected by law. Vendors shall further prohibit any form of reprisal or retaliation
against any employee for reporting harassment or discrimination in good faith or for
participating in good faith in a harassment or discrimination investigation.

 Wages, Benefits and Working Hours. Vendors must comply with local applicable laws
regarding wages, overtime hours and mandated benefits. Vendors must also communicate with
workers about compensation, including any overtime pay, in a timely and honest manner.

 Freely Chosen Employment. No Vendor shall use any form of indentured, slave, or forced
labor, including involuntary prison labor. Vendors are also prohibited from supporting or
engaging in any form of human trafficking of involuntary labor through threat, force, fraudulent
claims, or other coercion.

 Child Labor. Vendors shall comply with all local and national minimum working age laws or
regulations and not use child labor. All employees shall be age 18 and over unless: (i) a
country’s legal age for employment or age for completing compulsory education is under 18; and
(ii) the work is non-hazardous.

III. Business Practices and Ethics

Vendors must conduct their business interactions and activities with integrity. 

 Honesty and Integrity. Vendors must at all times be honest, direct, and truthful in discussions
with the Board, its staff and agents, regulatory agency representatives, and government officials.

 Business and Financial Records. The Board expects Vendors to timely, honestly, and
accurately record and report all business information, including without limitation any invoices
for payment, and comply with all applicable laws regarding their creation, completion, accuracy,
retention, and disposal. All invoices must be (i) timely submitted, (ii) itemized, (iii) supported
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by appropriate documentation, and (iv) must comply with all other requirements as set out in the 
relevant contract(s). 

 Conflicts of Interest. Vendors shall scrupulously avoid any conflict, real or perceived, direct or
indirect, between their own individual, professional, or business interests and the interests of the
Board. Among other things, Vendors must not deal directly with any Board member or ex officio
member or employee whose spouse, domestic partner, or other family member or relative is
associated with and/or holds any ownership or other financial interest in the Vendor. In the
course of negotiating the Vendor agreement or performing the Vendor’s obligations, dealing
directly with a Vendor personnel’s spouse, domestic partner, or other family member or relative
employed by the Board is also prohibited. Complying with this requirement includes, but is not
limited to, each Vendor’s completion of the Vendor Conflict of Interest Disclosure Certification
attached as Appendix A hereto.

 Gifts and Entertainment. Vendors should avoid any actions with Board members or ex officio
members or employees during any vendor selection or re-selection process that could give others
the impression of favoritism or other improper advantage. Furthermore, Vendors should not
offer, and Board members, ex officio members, and employees must not accept, gifts or
entertainment that might compromise, or appear to compromise, the Board member or
employee’s judgment or independence. Even a well-intentioned gift might constitute or be
perceived to be a bribe under certain circumstances, or create a conflict of interest or the
appearance of a conflict of interest. Board employees are required to conduct all business and
interactions with Vendors in strict compliance with the applicable provisions of the Board’s
business ethics and conflict of interest policies.

 Confidentiality, Privacy and Data Security. Vendors shall, at all times while they are engaged
by the Board and thereafter, (i) hold all proprietary and confidential information of the Board in
strictest confidence, (ii) not use or disclose for any purpose any proprietary and confidential
information of the Board to any person, business or entity, except as specifically authorized in
writing by the Board, and (iii) not disclose for any purpose any non-public information
concerning their retention by the Board or their services for the Board, except as specifically
authorized in writing by the Board. Vendors shall abide by all Board requirements and
procedures for protecting the proprietary and confidential information of the Board, including
signing and abiding by the Board’s confidentiality agreements. Vendors who handle proprietary
and confidential information on behalf of the Board or belonging to the Board must apply and
maintain sufficient privacy and information security safeguards. Vendors shall also be subject to
an information and data security assessment.

 Media. Vendors are prohibited from speaking to the press or making any public statements, oral
or written, concerning their work for or on behalf of the Board without the express written
authorization of the Board.

 Reporting Concerns. Vendors shall maintain a hotline or other reporting system for their
workers to confidentially and anonymously report any information or concerns about suspected
non-compliance or violations of law or improper conduct by any Vendor employee or agent
without threat of reprisal, intimidation or harassment. If concerns are reported, Vendors shall
promptly and thoroughly investigate any such report and take corrective action as necessary and
appropriate.
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I certify by my signature below that I have received and reviewed, and am authorized on Vendor’s 
behalf to agree that Vendor shall abide by this Code of Conduct: 

MCKINSEY & COMPANY, INC. WASHINGTON DC 

   9/10/2018 
Signature of Vendor Authorized Representative Date 

   Tyler Duvall, Partner 
Printed Name and Title of Vendor Authorized Representative 
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APPENDIX C 

[VENDOR CONFLICT OF INTEREST DISCLOSURE CERTIFICATION] 

All vendors, consultants, and or experts (“Vendors”) interested in conducting business with the 
Financial Oversight and Management Board for Puerto Rico (the “Board”) must complete and return 
this Vendor Conflict of Interest Disclosure Form to be eligible for a contract award. Disclosing a 
potential conflict of interest will not automatically disqualify the Vendor. The potential conflict of 
interest will be investigated to determine whether it precludes the contract award. In the event, however, 
that the Vendor does not disclose potential conflicts of interest and they are discovered by the Board, the 
Vendor will be barred from doing business with the Board. 

Please note that all Vendors must comply with the Board’s Vendor Code of Conduct as stated within the 
certification section below. 

No Conflict of Interest: Except as otherwise fully disclosed below (attach additional pages as needed), 
the Vendor affirms, to the best of its knowledge, information and belief, that no Interested Party (as 
defined in Schedule A hereto), nor any person associated with any Interested Party, is an employee, 
Director or Trustee, Officer or consultant to/of, or has any financial interest, direct or indirect, in the 
Vendor, or has received or will receive any financial benefit, directly or indirectly, from the Vendor or 
from the contract associated with this certification. 

For the purposes of this certification, “associated” persons include: a spouse, domestic partner, child, 
parent or sibling of an Interested Party; a person with whom an Interested Party has a business or other 
financial relationship, including but not limited to employees of an Interested Party and/or a spouse, 
domestic partner, child, parent or sibling of such employees; and each firm in which an Interested Party 
has a present or potential interest. 

No. To the best of your knowledge: YES NO 

1 Is any Interested Party, or any person associated with any Interested 
Party, associated with any employee, Director or Trustee, Officer or 
consultant to/of the Vendor? 

If you answered “yes” to Question 1, please identify the names of the persons who are 
associated and describe the nature of their association below: 

No. To the best of your knowledge: YES NO 

2 Does any Interested Party, or any person associated with an 
Interested Party, have an ownership interest in the Vendor’s 
company? 

X

X
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If you answered “yes” to Question 2, please identify the name(s) of the person(s) who has/have 
such an ownership interest and describe the nature of the interest: 

No. To the best of your knowledge: YES NO 

3 Has any Interested Party, or any person associated with an 
Interested Party, received, or will any Interested Party, or any 
person associated with an Interested Party receive, a financial 
benefit from the Vendor or from this contract? 

If you answered “yes” to Question 3, please identify the name(s) of the person(s) who have 
received or will receive such a financial benefit and describe the nature of the benefit below: 

No. To the best of your knowledge: YES NO 

4 Is any Interested Party, or any person associated with an Interested 
Party, contemporaneously employed or prospectively to be 
employed with the Vendor? 

If you answered “yes” to Question 4, please identify the name(s) and title(s) of the person(s) 
who are or will be so employed below: 

No. To the best of your knowledge: YES NO 

5 Is any Interested Party, or any person associated with an Interested 
Party, acting as a consultant for the Vendor? 

X

X

X
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If you answered “yes” to Question 5, please identify the name(s) of the person(s) acting as a 
consultant and describe the nature of his/her/their consulting services below: 

No. To the best of your knowledge: YES NO 

6 Has the Vendor provided, or will the Vendor provide, any gifts or 
hospitality of any dollar value or any other gratuities to any 
Interested Party or elected official to obtain or maintain a contract? 

If you answered “yes” to Question 6, please describe the nature of such gifts, hospitality, or 
other gratuities below, including (1) the recipient(s) of such gifts, hospitality, or other gratuities; 
(2) the date(s) on which such gifts, hospitality or other gratuities were provided; and (3) the
exact (if possible) or approximate dollar value of such gifts, hospitality, or other gratuities:

No. To the best of your knowledge: YES NO 

7 Has any Interested Party, or any person associated with an 
Interested Party, provided any gifts of any dollar value or any other 
gratuities to Vendor? 

If you answered “yes” to Question 7, please describe the nature of such gifts, hospitality, or 
other gratuities below, including (1) the recipient(s) of such gifts, hospitality, or other gratuities; 
(2) the date(s) on which such gifts, hospitality or other gratuities were provided; and (3) the
exact (if possible) or approximate dollar value of such gifts, hospitality, or other gratuities:

[Signature Page Follows] 

X

X
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I certify that the information provided is true and correct by my signature below: 

   9/10/2018 
Signature of Vendor Authorized Representative Date 

   Tyler Duvall, Partner 
Printed Name of Vendor Authorized Representative 
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SCHEDULE A 

For purposes of the Financial Oversight and Management Board for Puerto Rico (the (“Board”)’s 
Vendor Conflict of Interest Disclosure Certification, the following entities and individuals are Interested 
Parties: 

Natalie Jaresko, Executive Director of the Board 

Jaime A. El Koury, General Counsel of the Board 

Andrew G. Biggs, Member of the Board 

Jose B. Carrión III, Member of the Board 

Carlos M. Garcia, Member of the Board 

Arthur J. Gonzalez, Member of the Board 

José R. González, Member of the Board 

Gov. Ricardo Rosselló Nevares, Ex-Officio Member of the Board 

Ana J. Matosantos, Member of the Board 

David A. Skeel Jr., Member of the Board 

Elías Sánchez Sifonte, Former Ex-Officio Member of the Board as representative of the Governor 

Christian Sobrino Vega, Ex-Officio Member of the Board as representative of the Governor 

Commonwealth of Puerto Rico (Primary Government) 

9-1-1 Service Governing Board

Additional (Electronic) Lottery 

Agricultural Enterprises Development Administration 

Automobile Accidents Compensation Administration 

Cardiovascular Center Corporation of Puerto Rico and the Caribbean 

Commonwealth of Puerto Rico Regional Center Corporation 

Company for the Integral Development of the “Península de Cantera” 

Corporation for the "Caño Martin Peña" Project (ENLACE) 

Corporation of Industries for the Blind and Mentally Retarded and Incapacitated Persons of Puerto Rico 

Culebra Conservation and Development Authority 



Economic Development Bank for Puerto Rico 

Employees’ Retirement System (ERS) 

Employment and Training Enterprises Corporation 

Farm Insurance Corporation of Puerto Rico 

Fine Arts Center Corporation 

Fiscal Agency and Financial Advisory Authority (AAFAF) 

Governmental Development Bank for PR (GDB) 

Institute of Puerto Rican Culture 

Institutional Trust of the National Guard of Puerto Rico 

Judiciary Retirement System (JRS) 

Land Authority of Puerto Rico 

Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads 

Model Forest 

Municipal Revenue Collection Center (CRIM) 

Musical Arts Corporation 

Port of the Americas Authority 

PR Aqueduct and Sewer Authority (PRASA) 

PR Electric Power Authority (PREPA) 

PR Highways and Transportation Authority (HTA) 

PR Infrastructure Finance Authority (PRIFA) 

PR Maritime Shipping Authority 

PR Medical Services Administration (ASEM) 

PR Sales Tax Financing Corporation (COFINA) 

Public Building Authority (PBA) 

Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives (COSSEC) 

Puerto Rico and Municipal Islands Transport Authority 

Puerto Rico Conservatory of Music Corporation 



Puerto Rico Convention Center District Authority (PRCCDA) 

Puerto Rico Council on Education 

Puerto Rico Health Insurance Administration (HIA / ASES) 

Puerto Rico Industrial Development Company (PRIDCO) 

Puerto Rico Industrial, Tourist, Educational, Medical, and Environmental Control Facilities Financing 
Authority (AFICA) 

Puerto Rico Integrated Transit Authority (PRITA) 

Puerto Rico Land Administration 

Puerto Rico Metropolitan Bus Authority (AMA) 

Puerto Rico Municipal Finance Agency (MFA) 

Puerto Rico Ports Authority 

Puerto Rico Public Broadcasting Corporation 

Puerto Rico Public Private Partnerships Authority (PPP) 

Puerto Rico School of Plastic Arts 

Puerto Rico Telephone Authority 

Puerto Rico Tourism Company 

Puerto Rico Trade and Export Company 

Solid Waste Authority 

Special Communities Perpetual Trust 

State Insurance Fund Corporation (SIF) 

Teachers’ Retirement System (TRS) 

The Children’s Trust Fund (CTF) 

Traditional Lottery 

Unemployment Insurance Fund 

University of Puerto Rico (UPR) 

University of Puerto Rico Comprehensive Cancer Center 



APPENDIX D 

[CONTRACTOR CERTIFICATION REQUIREMENT] 

The following certification shall be provided to the Oversight Board by each contractor under contracts 
submitted for review: 

1. The contractor’s subcontractor(s) in connection with the contract is (are) the following:

2. Neither the contractor nor any of its owners , directors, officials or employees, has agreed to
share or give a percentage of the contractor’s compensation under the contract to, or otherwise
compensate, any third party, whether directly or indirectly, in connection with the procurement,
negotiation, execution or performance of the contract, except as follows:

(Name of individual or firm, including names of principals or owners of the latter) (Principal terms and 
conditions of the compensation sharing arrangement) 

3. To the best knowledge of the signatory (after due investigation), no person has unduly intervened
in the procurement, negotiation or execution of the contract, for its own benefit or that of a third person,
in contravention of applicable law.

4. To the best knowledge of the signatory (after due investigation), no person has: (i) offered, paid,
or promised to pay money to; (ii) offered, given, or promised to give anything of value to; or (iii)
otherwise influenced any public official or employee with the purpose of securing any advantages,
privileges or favors for the benefit of such person in connection with the contract (such as the execution
of a subcontract with contractor, beneficial treatment under the contract, or the written or unwritten
promise of a gift, favor, or other monetary or non-monetary benefit).

5. Neither the contractor, nor any of its owners, directors, officials or employees or, to the best of
its knowledge (after due investigation), its representatives or sub-contractors, has required, directly or



indirectly, from third persons to take any action with the purpose of influencing any public official or 
employee in connection with the procurement, negotiation or execution of the contract. 

The above certifications shall be signed by the Chief Executive Officer (or other officer with equivalent 
position or authority to issue such certifications) of the contractor. 

In the event that a contractor is not able to provide any of the above certifications, such contractor shall 
provide a written statement setting forth the reasons therefor. 

[Signature Page Follows] 



I certify by my signature below that I have received and reviewed, and am authorized on Vendor’s 
behalf to agree that Vendor shall abide by this Contractor Certification Requirement: 

MCKINSEY & COMPANY, INC. WASHINGTON DC 

   9/10/2018 
Signature of Vendor Authorized Representative Date 

   Tyler Duvall, Partner 
Printed Name and Title of Vendor Authorized Representative 
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APPENDIX E 

[FOMB EXPENSE REIMBURSEMENT] 

Financial Oversight and Management Board for Puerto Rico 
June 30, 2017 

Expense Reimbursement Policy 

1. Introduction

The Board of Members of the Financial Oversight and Management Board for Puerto Rico (“the 
Board”) recognizes that board members, officers, staff, and contractors* of the Board may be 
required to travel or incur in other expenses from time to time to conduct Board business. 

The Reimbursed Expenses Policy (the “Policy”) is designed to govern the reimbursement of 
reasonable, defined expenses incurred on authorized Board activities. Consequently, all 
reimbursed expenses must be consistent with a business objective and carried out in a timely and 
cost-effective manner. 

This Policy applies to board members, officers, staff, and contractors* who incur authorized and 
approved travel and other expense items in the context of the Board’s business. While exceptions 
are not normally permitted, there is clear recognition of certain special business needs. In any such 
exceptional situations, all board members, officers, staff, and contractors* are expected to apply 
a high degree of common sense and good judgment. 

2. Purpose of the Policy

The purpose of this policy is to ensure that (a) adequate cost controls are in place, (b) travel and 
other expenditures are appropriate, and (c) to provide a uniform and consistent approach for the 
timely reimbursement of authorized expenses incurred by the Board. It is the policy of the Board 
to reimburse only reasonable and necessary expenses incurred by board members, officers, staff, 
and contractors. 

3. Principles of the Policy

The Policy aims to provide a flexible framework for travel and other expenses based on the 
following principles: 

3.1 This Policy applies to board members, officers, staff, and contractors* undertaking travel 
other expenses on Board business and for the purposes of this Policy, the term “staff” shall 
mean employees of the Board. 



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

3.2 It is the responsibility of board members, officers, staff, and contractors* to ensure the 
selection of the most direct and economical travel options and that all expenses are 
attributable to a valid Board business purpose. 

3.3 Board members, officers, staff, and contractors* shall be entitled to reimbursement of 
expenses on production of supporting vouchers and  invoices meeting the requirements of 
an “Accountable Plan” provided under Regulation No. 8297 dated December 18, 2012 
issued by the Puerto Rico Department of Treasury. No expense reimbursement will be 
allowed for amounts in excess of actual expenditures incurred. No expense reimbursement 
will be allowed for estimates of expenditures incurred. This includes coach-class airfare 
or train fare (or business class train fare if rates are comparable); and hotels and 
transportation (e.g. taxis). 

3.4 It is the responsibility of the Board members, officers, staff, and contractors* to obtain travel 
authorization from the Chairman of the Board, the Executive Director or Authorized 
Representative prior to organizing or incurring any travel costs [See Appendix A for 
Authorization Authority]. Expense reimbursement is subject to having received prior 
authorization. Exceptions shall be made under the consideration of the Chairman, Executive 
Director or Authorized Representative. 

3.5 The use of video and telephone conferencing instead of travel should always be considered 
to reduce travel expenses. 

4. Travel Expenses

4.1 Air Travel 

4.1.1 Costs for air travel will be reimbursed on an actual cost incurred basis. 

4.1.2 For all flights, board members, officers, staff, and contractors* are required to travel in a 
cabin class no higher than premium economy class and, when possible, the cheapest fare 
in this class. 

4.1.3 Flights  should be booked to provide the best value/lowest  cost  and fit  between cost  and 
convenience. Board staff shall book flights through the Board’s Executive Assistant. Board 
members may book flights through the Board’s Executive Assistant or independently. 
Board contractors must book flights independently, though they are allowed to consult the 
Board’s Executive Assistant on fares the board members, officers, and staff are using. 

4.1.4 The Board will not reimburse costs incurred due to deviations from the most direct routes 
taken for personal travel reasons. In such cases, if the Board purchased the ticket, the 
traveler must reimburse the Board for any additional costs over and above the authorized 
travel. 



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

4.1.5 Any alteration to original travel plans must be justified and approved in accordance with 
the Policy. 

4.2 Train Travel 

4.2.1 The Board may reimburse travelers for their economy train fares or business class train fares 
when those fares are comparable to the equivalent, economy class airfare on the same route. 

4.2.2 Board staff shall book trains through the Board’s Executive Assistant. Board Members may 
book trains through the Board’s Executive Assistant or independently. Board contractors 
must book trains independently, though they are allowed to consult the Board’s Executive 
Assistant on fares the board members, officers, and staff are using. 

4.3 Hotels and Lodging 

4.3.1 Accommodation costs may be reimbursed by the Board. Board members, officers, staff, and 
contractors should not exceed cost of accommodation per night published in the U.S. 
Government GSA Per Diem Rates (https://www.gsa.gov/perdiem), unless approved by the 
Chairman or his authorized representative. 

4.3.2 Board staff shall book hotels through the Board’s Executive Assistant. Board members may 
book hotels through the Board’s Executive Assistant or independently. Board contractors 
must book hotels independently, though they are allowed to consult the Board’s Executive 
Assistant on fares the Board members, officers, and staff are using. 

4.4 Transportation 

4.4.1 Transportation costs during trips associated to Board business will be reimbursed. Board 
members, officers, and staff* can expense the following transportation costs: 1) 
transportation to and from the airport / train station and 2) transportation to and from the 
meeting location. Transportation costs cover taxi services or equivalent (e.g. Uber, Lyft or 
any other transportation means). 

4.5 Business Meals 

4.5.1 When travelling to a location other than the Board members, officers, staff, and 
contractors’* local city, business meals are reimbursable based on the following limits: 

 Breakfast: $15; Lunch: $25; Dinner: $40
 Snack expenses are reimbursable when they replace a meal.

4.5.2 If meals are provided during the meeting, only meals not provided can be expensed. 

5. Other Expenses



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

5.1 Other expenses are reimbursable provided they are legitimate, necessary and reasonable 
expenses directly connected with or pertaining to the Board, such as office supplies, printing 
and reproduction, telephone calls, and messengers, among other. 

6. Reimbursement of Expense

6.1 Travel arrangements are authorized in advance through the completion and approval of a travel 
authorization email and the validation of a travel plan between the traveler and the designated 
approver [See Appendix A]. 

6.2 Expenses are reimbursed through the completion, approval, and validation of expense report 
[See Appendix B] that the members, officers, and staff must submit to the designated approver 
[See Appendix C]. 

6.3 Expense claims should be submitted immediately following and, where possible, no more than 
10 days after the completion of each trip, but at least a monthly. 

6.4 In rare circumstances, and on an exceptional basis, reimbursement in excess of stated limits 
may be provided when lodging options are not available below. In such rare circumstances, the 
need for higher reimbursement shall be indicated on the attached reimbursement form and 
justified in writing by the members, officers, and staff. Reimbursement will be limited to the 
following: 

 Lodging: average rate for available 3-star hotels listed for the applicable
metropolitan area on Expedia;

The Chairman of the Board or his authorized representative will have sole discretion to approve 
or deny such expenditures. 

6.5 Receipts are required for all expenditures billed, such as airfare and hotel charges. No expense 
in excess of $25.00 will be reimbursed to Board members, officers, staff and contractors unless 
the individual requesting reimbursement submits with the Expense Report written itemized 
receipts from each vendor (not a credit card receipt or statement) showing the vendor’s name, 
a description of the services provided (if not otherwise obvious), the date, and the total 
expenses. If a receipt is not available, a full explanation of the expense and the reason for the 
missing receipt is required. 

6.6 Alcoholic beverages will not be reimbursed under any circumstance. 



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

APPENDIX A: Authorization Authority 

Expense to be Incurred By: Authorization From: 
Board Member Chairman or Authorized Representative 
Board Staff Executive Director or Authorized Representative 
Board Contractors Executive Director or Authorized Representative 
Executive Director Chairman or Authorized Representative 
Chairman N/A 



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

APPENDIX B: Expense Report 

Financial Management and Oversight Board for Puerto Rico 

To be completed by members, officers, and staff and submitted to designated approver 

DATE DESCRIPTION 
AIR 
FARE 

GROUND 
FARE 

HOTEL MEALS OTHER 
TOTAL 
(1) 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 
$ - 

TOTAL $ $ $ $ $ $ - 

Signature:  Date:  

Approved by:  Date: 

(1) SUBMIT RECEIPTS FOR THE AMOUNTS TO BE
REIMBURSED.



*Expense policy applies only to contractors whose contracts specify they will be able to reimburse listed expenses.

APPENDIX C: Expense Report Approval Authority 

Expense Incurred By: Expense Approved By: 
Board Member Chairman or Authorized Representative 
Board Personnel Executive Director or Authorized 

Representative 
Board Advisors Executive Director or Authorized 

Representative 
Executive Director Chairman or Authorized Representative 
Chairman Executive Director or Authorized 

Representative 

[Signature Page Follows] 
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I certify by my signature below that I have received and reviewed, and am authorized on 
Vendor’s behalf to agree that Vendor shall abide by the FOMB Expenses Reimbursement Policy: 

Vendor Name:   MCKINSEY & COMPANY, INC. WASHINGTON DC 

9/10/2018 
Signature of Vendor Authorized Representative Date 

Tyler Duvall, Partner 
Printed Name and Title of Vendor Authorized Representative 



THIRD AMENDMENT TO CONSULTING AGREEMENT BETWEEN 
MCKINSEY & COMPANY, INC. WASHINGTON DC AND 

THE FINANCIAL OVERSIGHT AND MANAGEMENT BOARD FOR PUERTO RICO 
FOR STRATEGIC CONSULTING FIRM PROJECT 

THIS THIRD AMENDMENT to the Consulting Agreement (the “Third Amendment”) effective as of July 1, 
2018 is entered into by and between McKinsey & Company, Inc. Washington D.C. ("McKinsey") and The Financial 
Oversight and Management Board for Puerto Rico (the “Board” or the “Client”) (together, the “Parties). 

WHEREAS, on or about November 27, 2016, McKinsey and the Board entered into a Consulting Agreement (the 
“Consulting Agreement”) for services in support of the Strategic Consulting Firm project (the “Services”); and 

WHEREAS, on or about March 9, 2017, the Parties agreed to amend the Consulting Agreement to revise the scope 
of services and extend the period of performance; and 

WHEREAS, on or about January 1, 2018, the Parties agreed to amend the Consulting Agreement to revise the scope 
of services and extend the period of performance; and 

WHEREAS, the Parties wish to further extend the period of performance and revise the fees for such period; and 

WHEREAS, the Parties now wish to amend the Consulting Agreement to reflect the new understanding between 
the Parties as set forth below; 

NOW THEREFORE, in consideration of the mutual covenants and agreements contained herein, the Parties 
hereto agree as follows: 

I. SERVICES.

“Second Amended Attachment 1 Scope of Work” to the Consulting Agreement, dated March 9, 2017, is hereby 
replaced in its entirety with the “Third Amended Attachment 1 Scope of Work”, attached hereto. If additional 
activities and/or deliverables are required outside of those described herein, the Parties will negotiate a Fourth 
Amendment to reflect that support. 

II. MISCELLANEOUS.

This Third Amendment, when executed by the Parties, shall be effective as of the date stated above. All 
understandings and agreements heretofore had between McKinsey and the Board with respect to the Services are 
merged into, or superseded by, this Third Amendment. This Third Amendment may be executed in any number 
of counterparts, each of which shall be deemed an original, but all of which when taken together shall constitute 
one and the same instrument. Except as amended and/or modified by this Third Amendment, all other terms of 
the Consulting Agreement shall remain in full force and effect, unaltered and unchanged by this Third 
Amendment. 

IN WITNESS WHEREOF, the parties have executed this Third Amendment, effective as of the date indicated 
above. 

The Financial Oversight and Management Board McKinsey & Company, Inc., Washington D.C. 
For Puerto Rico 

Name: 

Title: 

Natalie A. Jaresko 

Executive Director 

Name:  Tyler Duvall 

Title:  Partner 

Date: Date:  8/9/2018 8/9/2018
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THIRD AMENDMENT ATTACHMENT 1 
Scope of Work 

 
 
PERIOD OF PERFORMANCE: 

 

July 1, 2018 – August 31, 2018 
 
SCOPE: 

 

During the period of performance, McKinsey will support the Board as follows: 
 
Core activities will include working directly with the Board, the Executive Director and Board Staff in the 
following areas (as well as ad hoc and as needed support upon request): 

 
 Support the evaluation, stress testing and certification of fiscal plans and annual budgets for non-Title 

III instrumentalities (e.g. PRASA, COSSEC, UPR). 
 

 Develop and implement capability building program for staff. 
 

 Provide the support and preparation of materials to support Board’s staff and/or subcommittee to review 
government recovery-related contracts above $10m with a focus on: 

 
- Consistency with fiscal plans and budget; 

 
- Review analysis conducted by government to evaluate the risk allocation between the 

government and vendor over the life of the contract; 
 

- The presences of evidence that the government carefully evaluated pricing relative to available 
benchmarks for comparable purchases 

 
 

 Integrate activities of restructuring advisors into on-going fiscal plan efforts, including working directly 
with Citi to ensure fiscal plan measures are quantitatively and qualitatively aligned with restructuring 
strategy and pension reforms. 

 
 Support development of overall capital reconstruction plan 

 
 Support the assessment of which critical infrastructure projects should be selected and fast-tracked by 

the Board under Title V of PROMESA drawing on sector specific key criteria and utilizing tools that 
allow for measurement of impact, including supporting the evaluation of at least one major pilot project 
through the process established. 
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FEES AND INVOICING: 
 

McKinsey will be compensated on a firm fixed price basis as set forth below: 
 

Period of Performance Fee 

July 2018 $850,000.00 

August 2018 $850,000.00 

 
 
McKinsey will submit invoices on a monthly basis, on or before the 25th day of the calendar month following 
the month during which the services were performed. 
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PROPRIETARY and CONFIDENTIAL 

 

Sensitivity: Confidential 

CONSULTING AGREEMENT 
 

McKinsey & Company, Inc. Washington D.C. ("McKinsey") and The Financial Oversight and Management 
Board for Puerto Rico (the “Board” or the “Client”) hereby enter into the following terms effective July 3, 2017 in 
connection with consulting services that McKinsey provides to Client for Strategic Consulting support related to the 
Title III Litigation(the “Services”).  
 
 1. SERVICES.  The working arrangements, including scope of the Services and Deliverables (as defined below) 
will be described in each mutually-executed Scope of Work, attached hereto as individual Attachments and incorporated 
herein, and cannot be materially amended without mutual agreement of the Parties. In order to be able to complete the 
Services within the agreed timeframe and budget and to fulfill its responsibilities on a timely basis, McKinsey will rely 
on the Client’s timely cooperation, including the Client and the Government of Puerto Rico’s making available relevant 
data, information and personnel, performing any tasks or responsibilities assigned to the Client or the Government of 
Puerto Rico and notifying McKinsey of any issues or concerns the Client may have relating to the Services. The Client 
is solely responsible for ensuring that the Government of Puerto Rico cooperates with responding to requests for purposes 
of the Services. The parties will meet at mutually agreed times to discuss the progress of the Services and to exchange 
feedback.  During the course of the Services, priorities may shift or unexpected events may occur which may necessitate 
changes to the Services.  In this event, the parties will jointly discuss the anticipated impact on the Services and agree on 
any appropriate adjustments, including to the scope of work, timeframe and budget. 

 2. COMPENSATION.  The Client shall compensate McKinsey on a Firm Fixed Price basis in connection with the 
Services, as set forth in the Attachments. Any payments made by the Board to McKinsey hereunder are expressed net of 
any deductions or withholdings that may be applicable in respect of taxes, duties or levies and the Client will pay those 
amounts to McKinsey, in cleared funds. The parties agree that McKinsey is solely responsible for any applicable 
withholding and payment of taxes with respect to McKinsey Personnel as required by law. Neither party undertakes, 
pursuant to his Agreement or otherwise, to perform or discharge any liability or obligation of the other party, whether 
regulatory or contractual, or to assume any responsibility whatsoever for the conduct of the business or operations of the 
other party. Consistent with the public purpose of the Client’s mandate, this Agreement will be made publicly available 
subject to Section 5 below. McKinsey will invoice the Client for Deliverables in connection with the Services monthly 
or as otherwise set forth in the applicable Proposal. Except for Services provided under retainer, all invoices are to be 
paid in accordance with the court order setting procedures for interim compensation and reimbursement of professionals.   

 3. CONFIDENTIALITY.  Subject to applicable public disclosure laws and the disclosure procedures established 
by Client that do not otherwise conflict with terms in this agreement, each Party agrees to keep confidential any 
confidential information furnished by either Party in connection with the Services (“Confidential Information"); 
provided, however, that the Client may disclose Confidential Information from McKinsey as necessary or desirable 
to carry out its statutory duties. The Client agrees to provide McKinsey prior notice of its intent to disclose 
Confidential Information from McKinsey. Without the Client’s explicit consent, McKinsey will disclose Confidential 
Information only to its employees, agents and contractors who have a need to know and are bound to keep it confidential 
and will use Confidential Information only for purposes of performing the Services.  Confidential Information shall be 
all information other than information that is (i) or becomes publicly available other than as a result of a breach of this 
agreement, (ii) already known to the Receiving Party, (iii) independently acquired or developed by the Receiving Party 
without violating any of its obligations under this agreement, or (iv) is legally required to be disclosed.  All documents 
supplied by the Receiving Party Client in connection with the services hereunder will, upon written request, be 
returned by the Receiving Party to the Disclosing Party or destroyed, provided that the Receiving Party may retain 
a copy for archival purposes. In performing the Services, McKinsey will use and rely primarily on the Confidential 
Information and on information available from public sources without having independently verified the same and does 
not assume responsibility for the accuracy or completeness of the Confidential Information or such other publicly 
available information and Section 5 herein. 

 4. INTELLECTUAL PROPERTY.  Upon payment in full of McKinsey’s Fees associated with the relevant 
Services, the Client will own all reports, financial models and other deliverables prepared for and furnished to the Client 
by McKinsey in connection with the Services (the “Deliverables”), save that McKinsey retains ownership of all concepts, 
know-how, tools, frameworks, models, and industry perspectives developed or enhanced outside of or in connection with 
the Services (the “McKinsey Tools”), it being understood that none of the McKinsey Tools will contain the Client’s 
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Sensitivity: Confidential 

Confidential Information. To the extent the Deliverables include any McKinsey Tools, McKinsey hereby grants the Client 
a non-exclusive, non-transferable, non-sublicenseable, worldwide, royalty-free license to use and copy the McKinsey 
Tools solely as part of the Deliverables and subject to the limitations herein on disclosure of McKinsey materials and 
publicity.   

 5. DISCLOSURE OF McKINSEY MATERIALS; PUBLICITY.  McKinsey’s work for the Client is confidential 
and for the Client’s internal use only; provided, however, the Client may disclose such work to the extent such disclosure 
is necessary or desirable to carrying out the Client’s statutory duties. The Client agrees that it will not disclose 
McKinsey’s name in relation to any disclosure of work hereunder without McKinsey’s consent. McKinsey will not 
disclose the Deliverables to any third parties (including any non-voting Board members) without the Client’s prior written 
permission. McKinsey further agrees not to use the Client’s name in any communication with any third party without the 
other party’s prior written permission, including in press releases or other public announcements.  If the Client receives 
a public records request for Deliverables or other documents containing McKinsey information, the Client will allow 
McKinsey the ability to review the documents prior to disclosure to advise if the documents contain information subject 
to an exception or exemption to the relevant public records law. 

 6. SERVING COMPETITORS.  It is McKinsey’s long-standing policy to serve competing clients and clients with 
potentially conflicting interests as well as counter-parties in merger, acquisition and alliance opportunities, and to do so 
without compromising McKinsey’s professional responsibility to maintain the confidentiality of client information.  
Consistent with such practice and McKinsey’s confidentiality obligations to its other clients, McKinsey is not able to 
advise or consult with the Client about McKinsey’s serving the Client’s competitors or other parties.  To avoid situations 
of potential conflict, McKinsey will not, for a period of one year following an engagement for the Client, assign any 
consultant who receives Confidential Information in connection with such engagement to a competitively sensitive 
project, including a directly-conflicting engagement with the Government of Puerto Rico.  Notwithstanding the 
foregoing, the Client understands and agrees that so long as McKinsey has appropriate procedures in place to mitigate 
any potential conflict, it may serve the Government of Puerto Rico on related matters. 

 7. INDEMNIFICATION.   

 (a) Deliverables produced hereunder are not intended as a substitute for financial, investment, legal, accounting or 
other professional advice, and McKinsey does not intend to supplant the Client or the Government of Puerto Rico’s 
management or other decision-making bodies.   

  (b)  The Client and the Government of Puerto Rico remain solely responsible for its decisions, actions, use of the 
Deliverables and compliance with applicable laws, rules and regulations.  McKinsey agrees to indemnify and hold the 
Client harmless from and against all loss, liability, damage, cost, or expense (including reasonable attorney fees) 
(“Losses”) to the extent those Losses are determined by a final, non-appealable order or arbitral award to have resulted 
from McKinsey’s gross negligence or willful misconduct in the performance of the Services.   

 (c)  The Client agrees to indemnify and hold McKinsey harmless from any Losses (including the costs of McKinsey’s 
professional time) relating to the Services (including any Losses asserted by the Client, its agents or representatives, or 
third parties and any Losses sustained by McKinsey when participating in any legal, regulatory, or administrative 
proceeding relating to the Services), except to the extent those Losses are determined by a final, non-appealable order or 
arbitral award to have resulted from McKinsey’s gross negligence or willful misconduct in the performance of the 
Services.   

 (d) The Client further indemnifies McKinsey, including any member, officer or employee thereof including but not 
limited to the Revitalization Coordination role, in any instance where it is a party, or is threatened to be made a party, to 
any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative, 
against judgments, fines, amounts paid in settlement and expenses (including attorneys’ fees) actually and reasonably 
incurred by him or her in connection with such action, suit or proceeding, unless it acted with bad faith or engaged in 
intentional misconduct and, with respect to any criminal action or proceeding, unless it knew or should have known the 
conduct was unlawful.  The termination of any act, suit or proceeding by judgment, order, settlement, conviction, or upon 
a plea of nolo contender or its equivalent, shall not, of itself, create a presumption that McKinsey (or any of its members, 
officers or employees) did not satisfy these standards.  
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Neither party will be liable for any lost profits or other indirect, consequential, incidental, punitive or special damages.  
In no event shall McKinsey’s liability to the Client in connection with the Services relating to an engagement for the 
Client exceed the amount paid to McKinsey by the Client in connection with such engagement.  

 8. AUTHORITY OF THE BOARD.  The Client represents and warrants it has the authority to enter into this 
Agreement for the Services.  In the event that it is determined that the Client did not have authority to authorize all or 
part of this agreement, McKinsey may make the sole determination as to whether to terminate the Agreement according 
to Section 10 herein, or continue with those parts of the Services for which the Client does have authority.  The Client 
agrees to indemnify and hold McKinsey harmless from any Losses (including the costs of McKinsey’s professional time) 
resulting from a breach of this Section 8 and/or a misrepresentation by the Client of authority to act (including any Losses 
asserted by the Client, its agents or representatives, or third parties and any Losses sustained by McKinsey when 
participating in any legal, regulatory, or administrative proceeding relating to the Services).  

 9. CONFLICTS OF INTEREST. The Client agrees that performance of Services hereunder shall not conflict 
McKinsey from serving the Government of Puerto Rico or any stakeholders to the work, subject to the restrictions in 
Section 6 – “Serving Competitors.”   

 10. TERM AND TERMINATION.  This agreement takes effect on the date the Services commenced and shall 
continue until terminated in accordance with its terms.  Either party may terminate the Services at any time effective 
upon 30 days written notice to the other. In the event of any termination, the Client will pay McKinsey for the work 
completed up to the effective date of termination.   

 11. MISCELLANEOUS.  This agreement and the Proposals constitute the entire agreement between the parties, and 
there are no prior or contemporaneous oral or written representations, understandings or agreements relating to this 
subject matter that are not fully expressed herein or therein.  This agreement and the Proposals shall be governed by and 
construed in accordance with the laws of the State of New York without regard to conflicts of law principles and shall 
inure to the benefit of and be binding on the successors and assigns of the Client and McKinsey.  The following Sections 
shall survive the completion or any termination of the Services:  3 (Confidentiality), 4 (Intellectual Property), 5 
(Disclosure of McKinsey Materials; Publicity), 6 (Serving Competitors), 7 (Indemnification), 8 (Term and Termination) 
and 9 (Miscellaneous) and any other provision which by law or by its nature should survive.  Neither party may assign 
its rights or obligations under this agreement to any person or entity without the written consent of the other party, not to 
be unreasonably withheld, provided, however, that either party may assign its rights and obligations under this agreement 
to its affiliates upon reasonable written notice to the other party but without the written consent of the other party.  
Assignment shall not relieve either party of its obligations hereunder.  McKinsey is an independent contractor and not 
the Client’s agent or fiduciary. Notwithstanding any course of dealings of the parties at any time or any statement to the 
contrary contained therein, no purchase order, invoice or other similar document issued by a party shall be construed to 
modify the terms of this agreement.  Rights and remedies provided in this agreement are cumulative and not exclusive 
of any right or remedy provided at law or in equity.   

The Financial Oversight and Management Board for Puerto Rico McKinsey & Company, Inc., Washington D.C. 
(Client) 
  
 
_________________________________ _________________________________ 
Name:   Name:  Tyler Duvall 
Title:   Title:  Partner 
Date:   Date:  September 8, 2017 
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ATTACHMENT 1 
Scope of Work  

For  
Commonwealth Title III Support 

 
 

Services: 

In regards to support for the Commonwealth Title III proceedings to the Board to include: 
 

Activities: 
 

 Participation in and coordination of cross advisor meetings (Board, Commonwealth and/or 
Stakeholders) regarding Title III related matters   

 Preparation of materials necessary for supporting Fiscal Plan litigation, which could include: 

 Assemble fact base regarding process for creation, stress testing and certification of the fiscal 
plan 

 Assemble fact base regarding additional analyses created for the FOMB with respect to 
evaluating/stress testing the FY18 fiscal plan 

 Collect and summarize key input sources and supporting analysis for key fiscal plan assumptions 

 Assemble fact base regarding process and supporting analysis used to identify and evaluate key 
measures proposed and finally included in the fiscal plan 

 Prepare and/or evaluate alternative fiscal plan scenario analyses in support of requested 
alternative contexts 

 Prepare analyses in support of litigation activities 
 As needed, ad-hoc analyses and/or responses to questions regarding litigation or potential litigation 

relating to the Fiscal Plan or other Commonwealth Title III matters 
 As applicable to McKinsey's Services regarding FOMB fiscal plans and work  relative to the 

Commonwealth and its instrumentalities, it is the expectation of McKinsey and the Board that as part 
of the Services McKinsey shall:  
 Provide expert testimony (at most 2 per quarter)  
 Participate in and/or assist the Board with mediation sessions and Board meetings or 

conferences, which may include presentations  
 Provide support at related stakeholder interactions, which may include presentations   

 
Deliverable: 

 
 Monthly report regarding liquidity performance and strategic choices on liquidity related to Title III 

proceedings and/or ad hoc analysis performed within that month. 
 
Support Structure and Cost: 
 

 The cost for this work will be $740,000 per month and will continue so long as the 
Commonwealth Title III process continues or the Board no longer believes the support is 
necessary. 

 If additional deliverables are required by McKinsey beyond this core support this contract 
will be amended to reflect any required support. 

 



 5

Sensitivity: Confidential 

Payment Schedule 

McKinsey will submit a Monthly Fee Statement for the deliverables provided on or before the 25th day 
of each calendar month.  
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ATTACHMENT 2 
Scope of Work  

for  
Title III Support for PREPA 

 
 

Services: 

 
In regards to work specifically supporting the Title III proceedings for the Board with relation to  
PREPA, McKinsey will support the Board in the following ways: 
 
1. Coordinate and provide analysis related to development of the transformation plan and plan 

of arrangement for PREPA 
 
Activities: 
 
The core activities include working directly with the Board, the Executive Director and Board Staff 
in the following areas (as well as ad hoc and as needed support):   
 

 Establishment of the PREPA working group for Title III, including working group protocol, 
governance, cadence, targets and coordination 

 Lead PREPA working group for Title III, including leading meetings, developing core 
materials, workplans, agendas and coordination with PREPA, AAFAF and its experts and 
advisors 

 Develop transformation plan for PREPA for Title III which includes but is not limited to: 
 - Operational stabilization plans focused on near and immediate term actions to maintain 
sustainable operations and launch capex programs with specific implementation plans, 
resourcing and costing supporting their delivery 
 - Debt restructuring terms and plans, agreed with creditors to the extent possible 
 - Detailed privatization/corporatization plans supported by financial models and market 
engagement 
 - Detailed action plans to implement all measures identified in the Fiscal Plans with 
additional measures to achieve Board targets 
 - Governance and management plans that will enable delivery of actions 
 - Stakeholder management plans and demonstrable success in engaging key stakeholders 
 such as regulators 
 - Macro-resource planning when required (e.g. updated IRP for PREPA) 
 - Clear assessments of economic and social impacts on the people of Puerto Rico 
 - Clear timelines for delivery of the plan 

 Coordinate development of and approval by the Board of other submissions related to the 
Title III proceedings, including Plans of Arrangements, financial disclosure, implementation 
plans, contract assumption and rejection 

 Work with Board management and Board PREPA subcommittee to provide updates and take 
guidance on PREPA transformation and Title III 

 Monitor implementation of all aspects of the PREPA transformation plans and Title III plans 
 Escalating deviations from plans and defining solutions for compliance 
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 Conduct limited market engagement as necessary to identify potential privatization options 
for PREPA 

 Lead development of an integrated resource plan for PREPA to support the Transformation 
Plan in coordination with PREC and PREPA 

 As applicable to McKinsey's Services regarding FOMB fiscal plans and work  relative to the 
Commonwealth and its instrumentalities, it is the expectation of McKinsey and the Board that as part 
of the Services McKinsey shall:  
 Provide expert testimony (at most 2 per quarter)  
 Participate in and/or assist the Board with mediation sessions and Board meetings or 

conferences, which may include presentations  
 Provide support at related stakeholder interactions, which may include presentations   

 
 

Deliverables: 
 
A monthly report describing progress against transformation objectives, as well as specific 
supporting analyses, including: 
  

 Detailed action plans, including e.g. structural solutions, governance, likely economic 
impacts and operational stabilization  

 Synopsis of market perspectives related to different potential options 
 Integrated resource plan 

 
Support Structure and Cost: 
 

 The cost for this work will be $740,000 per month and will continue so long as the Title III 
process continues or the Board no longer believes the support is necessary. 

 If additional deliverables are required by McKinsey beyond this core support this contract 
will be amended to reflect any required support. 

 

Payment Schedule 

McKinsey will submit a Monthly Fee Statement for the deliverables provided on or before the 25th day 
of each calendar month. 
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ATTACHMENT 2 
Scope of Work  

for  
Title III Support for HTA 

 
 

Services: 

 
In regards to work specifically supporting the Title III proceedings for the Board with relation to HTA, 
McKinsey will support the Board in the following ways: 
 
Coordinate and provide analysis related to development of the transformation plan and plan of 
arrangement for HTA 

 
Activities: 
 
The core activities include working directly with the Board, the Executive Director and Board Staff 
in the following areas (as well as ad hoc and as needed support):   
 

 Establishment of the HTA working group for Title III, including working group protocol, 
governance, cadence, targets and coordination 

 Lead HTA working group for Title III, including leading meetings, developing core 
materials, workplans, agendas and coordination with HTA, AAFAF and its experts and 
advisors 

 Develop transformation plan for HTA for Title III which includes but is not limited to: 
 - Operational stabilization plans focused on near and immediate term actions to maintain 
sustainable operations and launch capex programs with specific implementation plans, 
resourcing and costing supporting their delivery 
 - Debt restructuring terms and plans, agreed with creditors to the extent possible 
 - Detailed privatization/corporatization plans supported by financial models and market 
engagement 
 - Action plans to implement all measures identified in the Fiscal Plans with additional 
measures to achieve Board targets 
 - Governance and management plans that will enable delivery of actions 
 - Stakeholder management plans and demonstrable success in engaging key stakeholders 
 such as regulators 
 - Macro-resource planning when required 
 - Clear assessments of economic and social impacts on the people of Puerto Rico 
 - Clear timelines for delivery of the plan 

 Coordinate development of and approval by the Board of other submissions related to the 
Title III proceedings, including Plans of Arrangements, financial disclosure, implementation 
plans, contract assumption and rejection 

 Work with Board management and Board HTA subcommittee to provide updates and take 
guidance on HTA transformation and Title III 

 Monitor implementation of all aspects of the HTA transformation plans and Title III plans 
 Escalating deviations from plans and defining solutions for compliance 
 Support litigation related to the HTA proceedings, which has commenced 
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 As applicable to McKinsey's Services regarding FOMB fiscal plans and work  relative to the 
Commonwealth and its instrumentalities, it is the expectation of McKinsey and the Board that as part 
of the Services McKinsey shall:  
 Provide expert testimony (at most 2 per quarter)  
 Participate in and/or assist the Board with mediation sessions and Board meetings or 

conferences, which may include presentations  
 Provide support at related stakeholder interactions, which may include presentations   

 
 

Deliverables: 
 
A monthly report describing progress against transformation objectives, as well as specific 
supporting analyses, including: 
  

 Detailed action plans, including e.g. structural solutions, governance, likely economic 
impacts and operational stabilization  

 Synopsis of market perspectives related to different potential options 
 Integrated resource plan 

 
Support Structure and Cost: 
 

 The cost for this work will be $720,000 per month and will continue so long as the HTA 
Title III process continues or the Board no longer believes the support is necessary.  

 If additional deliverables are required by McKinsey beyond this core support, this contract 
will be amended to reflect any required support. 

 

Payment Schedule 

McKinsey will submit a Monthly Fee Statement for the deliverables provided on or before the 25th day 
of each calendar month. 

 































CONSULTING AGREEMENT 
 

McKinsey & Company, Inc. Washington D.C. ("McKinsey") and The Financial Oversight and Management 
Board for Puerto Rico, Washington D.C. (the “Board” or the “Client”) hereby agree to the following terms in 
connection with consulting services that McKinsey will provide to Client in support of the Strategic Consulting Firm 
project (the “Services”).  
 
 1. SERVICES.  The working arrangements, including scope of the Services, Deliverables (as defined below), 
team composition and workplan, will be described in the Scope of Work, attached hereto as Attachment 1, and cannot 
be materially amended without mutual agreement of the Parties. In order to be able to complete the Services within the 
agreed timeframe and budget and to fulfill its responsibilities on a timely basis, McKinsey will rely on the Client’s 
timely cooperation, including the Client and the Government of Puerto Rico’s making available relevant data, 
information and personnel, performing any tasks or responsibilities assigned to the Client or the Government of Puerto 
Rico and notifying McKinsey of any issues or concerns the Client may have relating to the Services. The Client is 
solely responsible for ensuring that the Government of Puerto Rico cooperates with responding to requests for purposes 
of the Services. The parties will meet at mutually agreed times to discuss the progress of the Services and to exchange 
feedback.  During the course of the Services, priorities may shift or unexpected events may occur which may 
necessitate changes to the Services.  In this event, the parties will jointly discuss the anticipated impact on the Services 
and agree on any appropriate adjustments, including to the scope of work, timeframe and budget. 

 2. COMPENSATION.  The Client shall compensate McKinsey on a Firm Fixed Price basis in connection with 
the Services, as set forth in Attachment 1. The Firm Fixed Price, as set forth in the Milestone Payment Schedule in 
Attachment 1, is expressed net of any deductions or withholdings that may be applicable in respect of taxes, duties or 
levies, which taxes, duties, and/or levies are imposed by Puerto Rico and not the federal or state governments of the 
United States.  The Client will pay to McKinsey, in cleared funds, amounts that are equal to the Firm Fixed Price, as set 
forth in the Milestone Payment Schedule in Attachment 1. The parties agree that McKinsey is solely responsible for 
any applicable withholding and payment of taxes with respect to McKinsey Personnel as required by law. Neither party 
undertakes, pursuant to his Agreement or otherwise, to perform or discharge any liability or obligation of the other 
party, whether regulatory or contractual, or to assume any responsibility whatsoever for the conduct of the business or 
operations of the other party. Consistent with the public purpose of the Client’s mandate, this Agreement will be made 
publicly available subject to Section 5 below. McKinsey will invoice the Client for Deliverables in connection with the 
Services monthly or as otherwise set forth in the applicable Proposal. All invoices are due Net 30 from receipt. 

 3. CONFIDENTIALITY.  Subject to applicable public disclosure laws and the disclosure procedures established 
by Client that do not otherwise conflict with terms in this agreement, each Party agrees to keep confidential any 
confidential information furnished by either Party in connection with the Services (“Confidential Information"); 
provided, however, that the Client may disclose Confidential Information from McKinsey as necessary or desirable to 
carry out its statutory duties.  The Client agrees to provide McKinsey prior notice of its intent to disclose Confidential 
Information from McKinsey.  Without the Client’s explicit consent, McKinsey will disclose Confidential Information 
only to its employees, agents and contractors who have a need to know and are bound to keep it confidential and will 
use Confidential Information only for purposes of performing the Services.  Confidential Information shall be all 
information other than information that is (i) or becomes publicly available other than as a result of a breach of this 
agreement, (ii) already known to the Receiving Party, (iii) independently acquired or developed by the Receiving Party 
without violating any of its obligations under this agreement, or (iv) is legally required to be disclosed.  All documents 
supplied by the Receiving Party Client in connection with the services hereunder will, upon written request, be returned 
by the Receiving Party to the Disclosing Party or destroyed, provided that the Receiving Party may retain a copy for 
archival purposes and the Client may use such information at any time to carry out its statutory duties. In performing 
the Services, McKinsey will use and rely primarily on the Confidential Information and on information available from 
public sources without having independently verified the same and does not assume responsibility for the accuracy or 
completeness of the Confidential Information or such other publicly available information and Section 5 herein. 

 4. INTELLECTUAL PROPERTY.  Upon payment in full of McKinsey’s Firm Fixed Price, the Client will own 
all reports, financial models and other deliverables prepared for and furnished to the Client by McKinsey in connection 
with the Services (the “Deliverables”), save that McKinsey retains ownership of all concepts, know-how, tools, 
frameworks, models, and industry perspectives developed or enhanced outside of or in connection with the Services 
(the “McKinsey Tools”), it being understood that none of the McKinsey Tools will contain the Client’s Confidential 
Information. To the extent the Deliverables include any McKinsey Tools, McKinsey hereby grants the Client a non-
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exclusive, non-transferable, non-sublicenseable, worldwide, royalty-free license to use and copy the McKinsey Tools 
solely as part of the Deliverables and subject to the limitations herein on disclosure of McKinsey materials and 
publicity.   

 5. DISCLOSURE OF McKINSEY MATERIALS; PUBLICITY.  McKinsey’s work for the Client is confidential 
and for the Client’s internal use only; provided, however, the Client may disclose such work to the extent such 
disclosure is necessary or desirable to carry out the Client’s statutory duties.  The Client agrees that it will not disclose 
McKinsey’s name in relation to any disclosure of work hereunder without McKinsey’s consent.  McKinsey will not 
disclose the Deliverables to any third parties (including any non-voting Board members) without the Client’s prior 
written permission.  McKinsey further agrees not to use the Client’s name in any communication with any third party 
without the other party’s prior written permission, including in press releases or other public announcements.  If the 
Client receives a public records request for Deliverables or other documents containing McKinsey information, the 
Client will allow McKinsey the ability to review the documents prior to disclosure to advise if the documents contain 
information subject to an exception or exemption to the relevant public records law. 

 6. SERVING COMPETITORS.  It is McKinsey’s long-standing policy to serve competing clients and clients 
with potentially conflicting interests as well as counter-parties in merger, acquisition and alliance opportunities, and to 
do so without compromising McKinsey’s professional responsibility to maintain the confidentiality of client 
information.  Consistent with such practice and McKinsey’s confidentiality obligations to its other clients, McKinsey is 
not able to advise or consult with the Client about McKinsey’s serving the Client’s competitors or other parties.  To 
avoid situations of potential conflict, McKinsey will not, for a period of one year following an engagement for the 
Client, assign any consultant who receives Confidential Information in connection with such engagement to a 
competitively sensitive project, including a directly-conflicting engagement with the Government of Puerto Rico.  
Notwithstanding the foregoing, the Client understands and agrees that so long as McKinsey has appropriate procedures 
in place to mitigate any potential conflict, it may serve the Government of Puerto Rico on related matters. 

 7. INDEMNIFICATION.   

 (a) Deliverables produced hereunder are not intended as a substitute for financial, investment, legal, accounting or 
other professional advice, and McKinsey does not intend to supplant the Client or the Government of Puerto Rico’s 
management or other decision-making bodies.   

  (b)  The Client and the Government of Puerto Rico remain solely responsible for its decisions, actions, use of the 
Deliverables and compliance with applicable laws, rules and regulations.  McKinsey agrees to indemnify and hold the 
Client harmless from and against all loss, liability, damage, cost, or expense (including reasonable attorney fees) 
(“Losses”) to the extent those Losses are determined by a final, non-appealable order or arbitral award to have resulted 
from McKinsey’s gross negligence or willful misconduct in the performance of the Services.   

 (c)  The Client agrees to indemnify and hold McKinsey harmless from any Losses (including the costs of 
McKinsey’s professional time) relating to the Services (including any Losses asserted by the Client, its agents or 
representatives, or third parties and any Losses sustained by McKinsey when participating in any legal, regulatory, or 
administrative proceeding relating to the Services), except to the extent those Losses are determined by a final, non-
appealable order or arbitral award to have resulted from McKinsey’s gross negligence or willful misconduct in the 
performance of the Services.   

 (d) The Client further indemnifies McKinsey, including any member, officer or employee thereof including but 
not limited to the Revitalization Coordination role, in any instance where it is a party, or is threatened to be made a 
party, to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or 
investigative, against judgments, fines, amounts paid in settlement and expenses (including attorneys’ fees) actually 
and reasonably incurred by him or her in connection with such action, suit or proceeding, unless it acted with bad faith 
or engaged in intentional misconduct and, with respect to any criminal action or proceeding, unless it knew or should 
have known the conduct was unlawful.  The termination of any act, suit or proceeding by judgment, order, settlement, 
conviction, or upon a plea of nolo contender or its equivalent, shall not, of itself, create a presumption that McKinsey 
(or any of its members, officers or employees) did not satisfy these standards.  

Neither party will be liable for any lost profits or other indirect, consequential, incidental, punitive or special damages.  
In no event shall McKinsey’s liability to the Client in connection with the Services relating to an engagement for the 





 4 

ATTACHMENT 1 
Scope of Work 

 
 

Services: 
 
McKinsey will support the Board in achieving the following objectives: 
 
1. Standing up the Board for success (Objective 1): McKinsey will establish the Board’s 

organization and processes to enable it to operate and scale immediately.  
 
Activities: 
• Assisting the Board in developing a comprehensive planning process for its own 

organization in line with the requirements of PROMESA (e.g. fiscal plan assessment, 
expediting critical projects, achieving a debt solution) including: 

− Develop the operating model for the Board  

− Establish a project management office (“PMO”), including putting in place project 
management systems and processes (including potentially cash management capabilities 
to monitor Government finances) 

− Design detailed plans for implementing Board tasks and PROMESA requirements 

− Provide best practices and recommendations to promote transparency and public 
participation 

• Develop an actionable 120-day work plan, including a core strategy and budget for 
implementation by the Board: 

− Determine a mission, core values and guiding principles  

− Develop Board strategy and targets 

− Establish success metrics for the Board 

− Create a budget and set overall financial goals 

− Create a realistic, actionable 120-day work plan 

• Design the Board’s organizational and support structure 

− Translate the strategic plan into the Board’s organization 

− Design the organizational structure and staffing levels 

− Define role descriptions  

− Outline key organizational processes 

− Design and put in place administrative and essential services (e.g. admin, IT) 
Timeline: 

To deliver the above, McKinsey will put in place a PMO to provide broad-based interim capacity 
for the Board as it builds its team and internal capacity. McKinsey will complete these workstreams 
within the first 90 days of engagement and continue to refine and update through the full 180-day 
period. 
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2. Establish the frameworks to support Board deliberation and decision-making (Objective 2): 

McKinsey will develop the base knowledge, frameworks, analytical tools and processes that will 
enable the Board to effectively make decisions and fulfill its statutory responsibilities across the key 
focus areas, with an initial emphasis on assessing the Fiscal Plan.  
 
Activities: 

• Aspirational Vision for Puerto Rico: McKinsey will assist the Board, in consultation with 
the Government of Puerto Rico and other Puerto Rico stakeholders, to define key aspirational 
goals, benchmarks and metrics for a ten year vision for Puerto Rico. This aspirational vision 
should drive Puerto Rico to stabilize its current economic, social, demographic and financial 
situation, increase the economy’s resilience, shore up public finances, support long-term, 
durable growth, address basic needs and restore opportunity for the people of Puerto Rico. 
This shared aspirational vision should be incorporated in the central Government Fiscal Plan. 

• Fiscal Plan Framework and Stress Testing: McKinsey will develop a framework and 
approach for the Board to evaluate and certify fiscal plans and annual budgets presented to 
the Board, stress test the revenue, expenditure and balance sheet of the Government public 
finances (including an initial assessment of the central Government, Aqueduct and Sewer 
Authority (PRASA) and Electric Power Authority (PREPA) fiscal plans). McKinsey will 
provide suggested adaptations to the Fiscal Plan framework for other PROMESA covered 
instrumentalities. To date, in addition to the central Government, the Client has required 
separate fiscal plans from: PRASA, PREPA, Government Development Bank, Highway and 
Transportation Authority, Public Corporation for the Supervision and Insurance of 
Cooperatives (COSSEC) and the University of Puerto Rico. McKinsey will help Client 
identify the interconnections between the fiscal plans of covered instrumentalities. McKinsey 
will conduct a deep-dive of the revenue, expenditure and balance sheet, positioning the 
findings for the Board in relation to proprietary benchmarks, focusing on the central 
Government fiscal plan. In conducting the stress test, McKinsey will: 

− Build a high level model (or use models developed by the Government of Puerto Rico’s 
advisors) to assess the budget against the Fiscal Plan, pressure testing across dynamic 
variables (e.g., cost of borrowing, macroeconomic forecast assumptions, population 
migration, government performance assumptions) 

− Build a debt sustainability model as required for the certification of the Fiscal Plan  

− Prioritize critical inputs that are non-negotiables to inform scenario testing and outline 
key assumptions (e.g., future utilities revenues, operating expenses, capital investment, 
maintenance, pensions and debt coverage) 

− Identify and assemble structural reforms, including reforms proposed or otherwise 
successfully executed in other jurisdictions, that could help improve the long-term growth 
potential of the Puerto Rican economy 

− Develop future scenarios to test in model, potentially including, but not limited to: 
multinational performance (e.g., company concentration analysis, potential for 
contraction in key sectors), analysis of potential impacts related to potential changes in 
tax policy (e.g., Act 154, transition to source income rule, other US and global tax 
proposals), potential risks related to federal education and health grants given “high risk” 
designations, spending reductions, revenue enhancements, potential changes to the 
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educational funding model, potential consolidation of central government and municipal 
functions, improved processes and IT systems, and identify structural reforms, including 
reforms proposed or otherwise successfully executed in other jurisdictions  

− Outline top risks and recommend ideas for initiatives to mitigate risks 

• Litigation Framework and Strategy: McKinsey will work with Board counsel to build a 
baseline assessment of legal proceedings and litigation, develop a framework and guidelines 
to enable the Board to develop a strategy for managing existing claims (e.g. Covina related 
claims and amounts due to contractors and taxpayers), and then put in place a robust 
framework for evaluation of potential litigation risk and trade-offs that will support the Board 
in developing its debt restructuring and stakeholder engagement strategy. 

• Critical Projects Evaluation Framework: Developing the processes to enable the 
Revitalization Coordinator to run a process with credibility that will catalyze the private 
sector investment and Public Private Partnerships (“PPPs”) and developing the framework 
for assessing which critical projects should be selected and fast-tracked by the Board drawing 
on sector specific key criteria and utilizing tools that allow for measurement of impact 
including: 

− Economic development benefits of the project (e.g. jobs for Puerto Rico, how lower cost 
of energy will impact households and industrial competitiveness) 

− Environmental impacts (e.g. compliance as well as environmental benefits) 

− Likeliness of project to reach completion in the near-term, including permitting 

− Project economics (e.g. cost to the Government of Puerto Rico, availability of private 
capital and project financial sustainability vs. default risks) 

− Alignment with strategic goals and plans, such as reducing reliance on oil and 
transitioning to sustainable power generation 

− Risks of not expediting the project, including interdependence with other infrastructure 
assets, unmet critical demand, or a continuing bottleneck to industrial growth 

• Restructuring Framework and Process: Design with the Board a bespoke restructuring 
process and strategy to restructure Puerto Rico’s public debt across all of its sovereign and 
sub-sovereign issuers, which will require innovative application of key principles of market 
restructuring practice and will include: 

− Establishing core principles for engagement and sharing of information following INSOL 
principles/London Rules, Chapter 9 and Paris Club practice 

− Developing a timeline for the restructuring process 

− Mapping and evaluation of creditor claims 

− Based on debt sustainability analysis from other workstreams, developing a creditor 
engagement strategy across all creditor groups 

• Government of Puerto Rico Framework, Initial Assessment and Benchmark: Provide 
the Board with the frameworks to evaluate the organizational structure of the Government of 
Puerto Rico and its agencies, instrumentalities, municipalities, and public corporations in 
order to identify specific areas of opportunity to improve the productivity, efficiency and 
performance of the Government, providing the basis for a fundamental redesign of the 
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Government organization (e.g. consolidation) to facilitate increased transparency and better 
governance, to enable government services to be delivered more efficiently at a higher 
quality, and determine what elements of the Government should be served or provided 
outside of the government. McKinsey will: 

− Develop initial framework for assessing organizational performance and structure by 
leveraging proprietary methodologies, customized to the Government of Puerto Rico’s 
context, including efficiency and effectiveness performance metrics and government 
organization structure spans and layers benchmarks 

− Establish a baseline view of all aspects of the operations, organizational structure, and 
staffing levels 

− Assess productivity and efficiency of organizational structure, applying proprietary tools 
(e.g., evaluation of services offered by departments, OrgLab spans and layers analysis) to 
run diagnostic and using benchmarks of employee productivity from states and countries 
to help identify where Puerto Rico’s performance may be an outlier and using 
benchmarks of government organizational structure in other state or territory 
governments  

− Identify structural options and opportunities for improvement and redesign 

• Pension Evaluation Framework, Initial Assessment and Benchmarks: Provide the Board 
with the tools to evaluate the highly distressed Puerto Rico pension system to rapidly identify 
“quick wins” for stabilizing the pension system in addition to developing a long-term, 
sustainable strategy. Our framework would be grounded in the three key levers of the 
pension systems tailored to Puerto Rico’s context: employee benefits/contributions, employer 
contributions, investment performance and operating costs, and build a fact-base on each of 
the key levers.  McKinsey will then define potential reforms and quantify their implications 
and suggest a set of quick-wins for the pension plans. 

− Use hypothesis-driven approach to identify the set of realistic and high-impact reform 
options (including options that have previously been tested) across comprehensive suite 
of levers 

− Analyze the feasibility and value of each reform option, including using scenario analysis 
to incorporate findings from fiscal planning workstream (e.g., evaluate feasibility of 
Government coverage of benefits in short term) 

− Assess the full set of implications for the options to improve pension system, including 
savings potential, member cost, changes in level of benefit, and investment management 
cost savings or improved investment performance  

− Outline risks and mitigation strategies for each option 

− Lay out recommended strategic initiatives and metrics required to achieve the desired 
future state model 

− Identify “quick wins” to begin stabilizing pension system and opportunities to pursue in 
longer-term strategy 

 
Timeline: 
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McKinsey will complete all initial frameworks during the first 30 days of the engagement and 
proceed with data collection, processes and assessments for some frameworks for the remainder 
of the engagement or according to the timing requirements of the Board. 
 

3. Prioritize a set of short-and long-term initiatives (Objective 3):  
 
Activities: 
Based on the strategic plan and frameworks established and drawing from the comprehensive 
review and assessment of the Fiscal Plan, Pensions, Critical Infrastructure etc., McKinsey will 
generate a set of potential options for actions the Board may take or recommend in each area to 
support economic growth and improve government services, including both quick wins and long-
term transformation. McKinsey will then deep dive to determine the net benefits of potential 
initiatives will be prioritized using criteria developed jointly with the Board, and structured into a 
portfolio of actions that together maximize the Board’s impact and balance competing objectives 
 
Timeline: 
This work will be completed during the last 60 days of the initial term to allow the Board and 
McKinsey to gather, test and model the most practical initiatives with the most potential impact 
based on a deep set of facts and insights.  
 
 

4. Revitalization Coordinator services 
 
McKinsey will provide the individual team member selected by the Governor of Puerto Rico to engage in 
Revitalization Coordinator activities as part of the Consulting Services, subject to the below parameters.  
The Revitalization Coordinator activities for the initial period up to February 28, 2017 will be focused on 
set up of the critical projects process and program and shall include development of the critical projects 
framework, processes to be put in place for critical project evaluation and approval and workplan for the 
revitalization coordinator and critical projects workstream all to be approved by the Board. The activities 
of the Revitalization Coordinator per PROMESA will include identifying critical projects for acceleration 
by the Board by (i) reviewing submissions by project sponsors for potential projects following a set of 
defined criteria, (ii) identifying Government of Puerto Rico agencies relevant to the project, (iii) 
requesting these agencies review project submissions and propose expedited permitting plans, (iv) 
drafting a critical project report for public comment, and (v) submitting the critical project report to the 
Board for approval. 
 
The Revitalization Coordinator activities shall be performed by the McKinsey team member until such 
time as the Board employs a long-term Revitalization Coordinator. If the activities extend subsequent to 
February 28, 2017, any renewal of Revitalization Coordinator activities will be subject to renewal by 
mutual agreement and according to the terms herein. 
 
The Revitalization Coordinator activities shall be included in the scope of consulting services under this 
contract and shall not be considered or be interpreted to be a member of the Board.  The Revitalization 
Coordinator activities shall not include: 
 

• Decision-making  
• Fiduciary duties 
• Negotiation responsibilities 
• Signature authority 
• Authority to hire or fire 
• Direction of Board or Puerto Rico employees 
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• Making public statements 
 
Milestone Payment Schedule 

Deliverable Date Fee 

Monthly Progress Report December 15, 2016 $937,500 

Monthly Progress Report January 15, 2017 $937,500 

Monthly Progress Report February 15, 2017 $937,500 

Monthly Progress Report March 15, 2017 $312,500 

Monthly Progress Report April 15, 2017 $312,500 

Monthly Progress Report May 15, 2017 $312,500 

 

































José B. Carrión, III
Chair
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The term "Commonwealth" as used in this section shall include its "covered entities" (as defined below).

    

February 16, 2019

Financial Oversight and Management Board for Puerto Rico
By Email Transmittal
Attention: Jose B. Carrion, Chair

Second Amended and Restated Engagement Letter between Citigroup Global Markets Inc. and the 
Financial Oversight and Management Board for Puerto Rico

Dear Sirs:

It is hereby agreed that this letter agreement (this "Agreement") shall serve as a second amended 
and restated agreement (the “Second Amended Agreement,” also referred to herein as “this 
Agreement”) that shall replace, in its entirety, but only upon its effective date, the agreement 
entered into between the Financial Oversight and Management Board for Puerto Rico (the "Board") 
and Citigroup Global Markets Inc. (together with its successors and permitted assigns, "Citi") on 
February 13, 2018 (the “First Amended Agreement”), such First Amended Agreement having 
replaced, in its entirety, the agreement entered into between the Board and Citi on January 27, 
2017 (the "Original Agreement").  The effective date of this Second Amended Agreement shall be 
February 1, 2019.   

Overview

Citigroup Global Markets Inc. is pleased to accept our continuing appointment by the Board, 
established under the Puerto Rico Oversight, Management, and Economic Stability Act, 48 U.S.C. 
Chapter 20 ("PROMESA"), to serve as investment banker and financial advisor to the Board in 
connection with the Board's statutory duties under PROMESA and its task of working with the 
people and government of Puerto Rico (the "Commonwealth") to create the necessary foundation 
for economic growth and to restore opportunity to the people of Puerto Rico, including working as 
the Board's exclusive strategic mergers and acquisition adviser to render certain strategic advisory 
and investment banking services related to the potential sale or restructuring of Puerto Rico Electric 
Power Authority (the "Company"). Citi welcomes the opportunity to bring our expertise in municipal 
finance, capital markets, restructuring (both in and out of court), infrastructure and utility finance, 
and mergers and acquisitions and strategic transactions advisory services to bear in assisting the 
Board in seeking to provide the Commonwealth with the necessary tools to restructure its debt, 
access the capital markets, consider certain potential strategic transactions related to the Company 
and get back on a path to economic recovery. The terms and conditions of Citi's continuing 
appointment are set forth in this Agreement.
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Scope of Services

In connection with this engagement, Citi will offer the services set forth below:

1. Evaluate the Commonwealth's current fiscal situation, and interface with the Board and its other 
professional advisors in connection therewith;

2. Review and evaluate the Commonwealth's capital structure and advise the Board on possible 
restructuring strategies (including developing financing and debt issuance models and alternatives) 
and in negotiating with the Commonwealth and the Commonwealth's creditors;

3. Advise the Board on the Commonwealth's ability to access the capital markets, including 
providing advice on market strategy;

4. Undertake discussions on behalf of the Board with rating agencies, creditors, and other third 
parties as requested by the Board;

5. Perform such other investment banking and financial advisory services as the Board may 
reasonably request in connection with this engagement, including providing testimony in connection 
with the services provided under this Agreement; and

6. Citi will perform such strategic advisory and investment banking services for the Board as are 
customary and appropriate in identifying, evaluating and/or implementing various strategic or 
financial alternatives for the Company (including advice on the structure, negotiation strategy, 
valuation analyses, and other financial matters, and, along with the Company's other advisors, on 
solutions that support grid resiliency and environmental sustainability) that the Board reasonably 
requests (collectively, the "Services"). Such Services will include providing advice on the structure 
and terms of a long-term concession agreement involving the Company's power transmission and 
distribution assets as well as providing advice in connection with a potential "privatization" involving 
the Company's power generation assets (each of which, for clarity, shall be deemed to constitute a 
"Transaction," collectively "Transactions," as defined below).

In particular, Citi will perform such of the following strategic advisory and investment banking 
services as the Board may reasonably request:

a. Citi will familiarize itself to the extent it deems appropriate and feasible with the business, 
operations, properties, financial condition and prospects of the Company (provided that the 
Board shall remain responsible for conducting appropriate due diligence with respect to any 
Transaction hereunder); and

b. Citi will perform such strategic advisory and investment banking services in connection with 
the proposed Transaction as are customary and appropriate in transactions of this type 
(including advice on the structure, negotiation strategy, valuation analyses, financial terms and 
other financial matters).  For purposes of this Agreement, "Transaction" means, whether in one 
or a series of transactions, the sale, transfer or other disposition, directly or indirectly, of all or a 
significant portion of the business, assets or securities of the Company, whether by way of a 
merger or consolidation, reorganization, restructuring, negotiated purchase, leveraged buyout, 
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minority investment or partnership, collaborative venture or otherwise, long-term concession, 
lease agreement or operating agreement or similar "privatization" transaction, or any other 
extraordinary corporate transaction involving the Company.

c. The Services shall expressly exclude any advice or recommendations related to the 
issuance of municipal bonds or any municipal financial products. All Services rendered 
hereunder will be provided exclusively to the Board and not to the Company.

Moreover, Citi will not be responsible for setting the scope of or for reviewing the Company's or the 
Board's due diligence exercise but, will coordinate the Board's other advisers in carrying out such 
exercise, as requested by the Board. Furthermore, the Board will remain solely responsible for the 
commercial assumptions on which any strategic advice provided by Citi is based and for the 
decision to proceed with any Transaction.

Fees

The fees to Citi under this Agreement shall include the following:

1. commencing on the date of the Original Agreement and continuing until, but excluding  the 
effective date of this Second Amended Agreement, a fixed monthly retainer of $250,000, payable 
monthly in arrears (upon the submission of monthly invoices) , and, thereafter, until termination of 
this Second Amended Agreement, a fixed monthly retainer of $900,000, payable monthly in arrears 
(upon the submission of monthly invoices)  (such retainer payments to be pro-rated for any partial 
month), plus

2. commencing on the date of the Original Agreement and continuing until, but excluding  the 
effective date of this Second Amended Agreement,  a success fee equal to 0.0333% of the greater 
of the  par amount of any bonds (A) issued by the Commonwealth or any of its agencies, 
authorities, public corporations or instrumentalities ("covered entities"1) as part of a PROMESA 
related restructuring, for the avoidance of doubt, excluding any bonds issued in connection with any 
bonds restructured under clause B below, or (B) restructured as part of a PROMESA related 
restructuring (calculated by multiplying 0.000333 times the restructured bond par amount), in each 
case, without duplication, and subject in all cases to an aggregate success fee cap of $10 million. A 
success fee shall be due and payable upon each successful closing of all or a portion of a debt 
restructuring of the existing debt of the Commonwealth and its covered entities, whether 
accomplished pursuant to Title III or Title VI of PROMESA or otherwise, and whether completed in 
a single transaction or multiple transactions, but in all cases subject to the aggregate success fee 
cap referenced above; and, thereafter, until termination of this Second Amended Agreement, no 
success fee shall be payable under this paragraph 2 for work on bond restructurings, except that, 
for the avoidance of doubt and regardless of the effective date of this Second Amended Agreement, 
the Board and Citi agree that Citi shall be entitled to receive the success fee described in clause (B) 
of this paragraph in connection with its work prior to the effective date of this Second Amended 

1 "Covered entities" are those identified by the Board in its list of` Initial covered entities subject to oversight under the PROMESA Act" 
posted on November 18, 2016 on the Board's website (https://juntasupervision.pr.gov/wp-content/uploaddwpfd/50/58345e7a9bd5a.pdf).
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Agreement on restructuring the par amount of prior bonds restructured in both the GDB Title VI 
restructuring and in the COFINA Title III restructuring; in addition, for the avoidance of doubt, Citi 
also shall be entitled to receive all fees set forth under paragraphs 3 and 4 herein related to the 
Services, plus

3. Commencing on the date of the First Amended Agreement and continuing until termination of this 
Second Amended Agreement, in connection with the Services, an additional fixed monthly retainer 
of $400,000 payable monthly in arrears (upon the submission of monthly invoices), plus

4. in connection with the Services, a cash fee in the amount of $24 million, payable upon 
consummation of a Transaction(s) (provided that any amounts less than $2.5 million already paid 
under the above clause 3 shall be  creditable against the amounts owed under this clause 4 to the 
extent amounts under this clause 4 are paid in full). Citi and the Board will work together to 
determine a mutually agreed upon allocation of the fee owed under this clause 4 to any 
Transaction(s) that may occur.

Notwithstanding anything to the contrary herein, payment of fees (including retainer and success 
fees) and expenses hereunder is subject to (1) in the case of fees payable under clauses 2 and 4, 
issuance of a final, non-appealable and unconditional order of the court (whether under Title III or 
Title VI of PROMESA, as applicable) approving the transaction giving rise to such fee and (2) in the 
case of fees payable under clauses 1 and 3, as well as expenses payable hereunder, compliance 
with the court order setting procedures for interim compensation and reimbursement of 
professionals, to the extent applicable.

Expenses

The Board agrees to reimburse Citi, upon request, for all our reasonable, documented out-of-pocket 
expenses directly related to this Agreement (commencing on the date of the Original Agreement) 
including but not limited to reasonable fees and expenses of a single outside counsel to Citi on a 
monthly basis, upon submission to the Board of an invoice or invoices. Such reimbursement of 
direct expenses shall be subject to an annual aggregate cap (commencing on the date of the 
Original Agreement, but except for expenses pursuant to Indemnification hereunder and legal 
expenses related to Citi's outside counsel) of $375,000 (the "Annual Cap"), subject to modification 
by mutual agreement of the parties hereto. For clarification, any expenses relating to the 
Transaction outside of Citi's direct Services provided herein (e.g. dataroom providers, potential site 
visit travel and logistics, etc.) shall not be subject to the Annual Cap and shall be accrued to the 
Board or the Company, as appropriate. If for any reason Citi's reasonable and approved expenses 
might exceed the Annual Cap, the Board agrees to consider increasing the Annual Cap to an 
appropriate level, based on information provided by Citi.

Conditions

This Agreement is not a commitment, express or implied, on the part of Citi to underwrite or 
purchase any securities or to commit any capital, nor does it obligate us to enter into an 
underwriting agreement, dealer manager agreement or similar commitment. Citi's participation in 
any financing transaction will be subject to, among other things, (i) satisfactory completion of all 
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documentation for the transaction (including, but not limited to, one or more disclosure documents 
and a dealer manager agreement, other documents necessary to the consummation of a tender or 
exchange offer); (ii) satisfactory completion of a customary due diligence review; (iii) in our 
determination, the absence of any material adverse change in the financial markets or in the 
financial condition, operations or prospects of the issuer, taking into account their current financial 
condition; (iv) receipt of all required governmental and other approvals and appropriate legal 
opinions, including a 10b-5 disclosure opinion delivered by counsel acceptable to the issuer and 
otherwise in form and substance acceptable to Citi and its counsel and (v) approval of our internal 
credit and commitment committees.

Use of Information

The Board recognizes and confirms that Citi in acting pursuant to this engagement will be using 
publicly available information and information in reports and other materials provided by others, 
including, without limitation, information provided by or on behalf of the Company and/or the Board, 
and that Citi does not assume responsibility, for and may rely, without independent verification, on 
the accuracy and completeness of any such information. The Board agrees to use reasonable best 
efforts to cause the Company to warranty that any information related to the Company, or its 
affiliates, or the Transaction that is furnished to Citi by or on behalf of the Company will be true and 
correct in all material respects and not misleading by omission or otherwise and that every 
statement of opinion, intention or expectation therein will be honestly held. The Board agrees that 
any information or advice (other than any information or advice relating to the U.S. tax treatment 
and U.S. tax structure of any Transaction) rendered by Citi or any of its representatives in 
connection with this engagement is for the confidential use of the Board only in its evaluation of a 
Transaction and the Board will not, and will not permit any third party to, use it for any other 
purpose or disclose or otherwise refer to such advice or information, or to Citi, in any manner 
without Citi's prior written consent.

Certain Acknowledgments

In connection with the Services, the Board acknowledges that Citi has been retained hereunder 
solely as a financial adviser to the Board, and not as an adviser to or agent of any other party, and 
that the Board's engagement of Citi is as an independent contractor and not in any other capacity 
including as a fiduciary. Citi may, to the extent it deems appropriate, render the Services hereunder 
through one or more of its affiliates. Any duties that arise out of this agreement or Citi's engagement 
will be owed solely to the Board, and neither this engagement, nor the delivery of any advice in 
connection with this engagement, is intended to confer rights upon any other parties (including 
security holders, employees or creditors of the Board) as against Citi or its affiliates or their 
respective directors, officers, agents and employees. Citi may, after public announcement of a 
Transaction and at its own expense, place announcements or advertisements in financial 
newspapers, journals and marketing materials describing Citi's services hereunder.

The Board understands that Citigroup Global Markets Inc. and its affiliates (together, the "Group") 
are engaged in a wide range of financial services and businesses (including investment 
management, financing, securities trading, corporate and investment banking and research). 
Members of the Group and businesses within the Group generally act independently of each other, 
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both for their own respective accounts and for the accounts of clients. Accordingly, there may be 
situations where parts of the Group and/or their clients either now have or may in the future have 
interests, or take actions that may conflict with the interests of the Commonwealth and its covered 
entities. For example, the Group may, in the ordinary course of business, engage in trading in 
financial products or undertake other investment businesses for its own account or on behalf of 
other clients, including, but not limited to, trading in or holding long, short or derivative positions in 
securities, loans or other financial products of the Commonwealth and its covered entities and any 
other entities involved in the restructuring of the Commonwealth's debt.

Subject to the last sentence of this paragraph, neither this Agreement, the receipt by the Group of 
confidential information nor any other matter shall give rise to any fiduciary, equitable or contractual 
duties (including without limitation any duty of trust or confidence) that would prevent or restrict the 
Group from acting on behalf of other customers or for its own account. Furthermore, the Board 
agrees that neither the Group nor any member or business of the Group is under a duty to disclose 
to the Board or use on behalf of the Board any information whatsoever about or derived from those 
activities or to account for any revenue or profits obtained in connection with such activities. 
However, consistent with the Group's long-standing policy to hold in confidence the affairs of its 
customers and the obligations imposed by its own policies and procedures, the Group will not use 
confidential information obtained from the Board except in connection with its services to, and its 
relationship with, the Board.

In recognition of the foregoing, the Board agrees that the Group is not required to restrict its 
activities as a result of this engagement, and that the Group may undertake any business activity 
without further consultation with or notification to the Board. Neither this agreement nor the receipt 
by Citi of confidential information nor any other matter shall give rise to any fiduciary, equitable or 
contractual duties (including without limitation any duty of trust or confidence) that would prevent or 
restrict the Group from acting on behalf of other customers or for its own account. Furthermore, the 
Board agrees that neither the Group nor any member or business of the Group is under a duty to 
disclose to the Board or use on behalf of the Board any information whatsoever about or derived 
from those activities or to account for any revenue or profits obtained in connection with such 
activities. However, consistent with the Group's long-standing policy to hold in confidence the affairs 
of its customers, the Group will not use confidential information obtained from the Board except in 
connection with its services to, and its relationship with, the Board.

The Board and Citi acknowledge that all of the services to be performed by Citi under this 
Agreement are solely for or on behalf of the Board. Neither the Commonwealth nor any of its 
covered entities shaft be a client or recipient of direct or indirect advice of Citi under this Agreement. 
It is Citi's understanding that the Board does not constitute a "municipal entity" or "obligated person" 
as such terms are defined under the Securities and Exchange Commission's Municipal Advisor 
Rule (the "MA Rule"). As such, it is Citi's understanding that Citi is not acting as a "municipal 
advisor" (as defined in the MA Rule) or fiduciary to the Board or any other party hereunder. The 
Board agrees to notify Citi if it becomes aware of a change in its status that could result in it being 
considered a municipal entity, obligated person or an issuer of municipal securities. Furthermore, 
the Board agrees that it is solely responsible for making its own judgments in connection with any 
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particular transaction that it seeks to undertake or any advice it wishes to convey to the 
Commonwealth or its covered entities.

The Board acknowledges that Citi is required to obtain, verify and record certain information that 
identifies each entity that enters into a formal business relationship with Citi and that Citi will ask for 
the Board's complete name, street address, and taxpayer ID number. Citi may also request 
corporate formation documents, or other forms of identification, to verify information provided.

The Board acknowledges that communications between the parties may involve the use of email or 
other electronic means of communication and that such electronic communications are not secure 
or virus or error free and could be intercepted, corrupted, lost, destroyed or arrive late. The Board 
agrees that Citi and any of its affiliates may monitor, record and retain communications between Citi 
and the Board.

Indemnification

The Board agrees to indemnify and hold harmless the "indemnified parties" as provided in Appendix 
A attached hereto, the terms of which are incorporated into this Agreement in their entirety.

Governing Law

This Agreement is governed by the laws of the State of New York without regard to conflicts of law 
principles and will be binding upon and inure to the benefit of the Board and Citi and their respective 
successors and assigns. Any suit action, or proceeding brought in connection with this Agreement 
shall be brought exclusively in the Federal Courts of the Commonwealth of Puerto Rico, San Juan, 
Puerto Rico, and the parties hereby irrevocably consent to the exclusive jurisdiction of such court in 
any proceeding arising out of or relating to this Agreement and agree not to commence any suit, 
action, or proceeding relating thereto except in such court, and waive, to the fullest extent permitted 
by law, the right to move to dismiss or transfer any suit, action or proceedings brought in such court 
on the basis of any objections as to venue or inconvenient forum or on the basis of any objection to 
personal jurisdiction.

The Board and Citi agree to waive trial by jury in any action, proceeding or counterclaim brought by 
or on behalf of either party with respect to any matter whatsoever relating to or arising out of any 
actual or proposed transaction or the engagement of or performance by Citi of its services 
hereunder.

Termination

Except in connection with the Services, this Agreement shall be effective as of the date of the 
Original Agreement and may only be terminated by a party hereto with 30 days' notice to the non-
terminating party, except as noted, below; provided that if the Board terminates this Agreement for 
any reason other than those set forth in the next paragraph, the Board shall pay to Citi, in lieu of 
any other fees or expenses otherwise provided under this Agreement, an amount equal to $3.6 
million in addition to any amounts otherwise owed under this Agreement through the date of such 
termination. The provisions of this paragraph and the provisions set forth under the captions 
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"Certain Acknowledgments," "Indemnification," and "Governing Law" shall survive any termination 
of this Agreement.

Citi's willful misconduct in fulfilling, and/or its negligent discharge or abandonment of, the duties 
assigned hereunder shall constitute a breach of this Agreement and the Board will be entitled to 
terminate this Agreement forthwith, without having to comply with the requirements of notice set 
forth above, without limitation of any other rights and remedies under law and will release and 
discharge the Board from any further obligations and liabilities hereunder.

Notwithstanding the foregoing, in connection with the Services, the Board and Citi acknowledge that 
Citi commenced providing services to the Board on February 13, 2018 and that the terms of this 
Agreement applicable to the Services shall be deemed to have applied since this date. Each of Citi 
and the Board agree that the terms of this Second Amended Agreement will continue to apply until 
January 31, 2020, unless extended by mutual written consent or earlier terminated as provided 
below. Either the Board or Citi may terminate this Agreement at any time, with or without cause, by 
giving written notice to the other party; provided, however, that no such expiration or termination will 
affect the matters set out in this paragraph or under the captions "Use of Information," "Certain 
Acknowledgments," "Indemnity" and "Other." It is expressly agreed that following the expiration or 
termination of this Agreement, Citi will continue to be entitled to receive fees as described above 
that have accrued prior to such expiration or termination but are unpaid, as well as reimbursement 
for expenses as contemplated above. It is also expressly agreed that, if a Transaction is 
consummated within 24 months after the date of expiration or termination of this agreement or if a 
definitive agreement that results in a Transaction is entered into during the term of this agreement 
or within such period, Citi shall be entitled to its full fees as described above.

Other

The Board acknowledges that it is not relying on the advice of Citi for tax, legal or accounting 
matters, it is seeking and will rely on the advice of its own professionals and advisors for such 
matters and it will make an independent analysis and decision regarding any financing or 
restructuring transaction based upon such advice.

This Agreement shall not be assignable without the prior written consent of the other party (and any 
purported assignment without such consent shall be null and void), is intended to be solely for the 
benefit of the parties hereto and is not intended to confer any benefits upon, or create any rights in 
favor of, any person other than the parties hereto. This Agreement may not be amended or waived 
except by an instrument in writing signed by each of the parties hereto. This Agreement may be 
executed in any number of counterparts, each of which shall be an original, and all of which, when 
taken together, shall constitute one agreement. Delivery of an executed signature page of this 
Agreement by facsimile or electronic mail transmission shall be effective as delivery of manually 
executed counterpart hereof. This Agreement is the only Agreement that has been entered into 
among us with respect to the services to be provided hereunder and set forth the entire 
understanding of the parties with respect thereto.
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We look forward to working with you on these important matters. Please confirm that the foregoing 
is in accordance with your understanding of our agreement by signing and returning to us a copy of 
this Agreement.

Yours sincerely,

CITIGROUP GLOBAL MARKETS INC.

By:

Name: John C. Gavin

Title: Managing Director

Accepted and agreed to as of the date set forth above:

FINANCIAL OVERSIGHT AND MANAGEMENT BOARD FOR PUERTO RICO

By:

Name: Jose Carrion III

Title: Chairman
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Appendix A

Indemnification

In connection with the engagement of Citi to assist the Board as described in the Agreement to 
which this Appendix is attached, including modifications or future additions to such engagement and 
related activities prior to the date of the Original Agreement (the "Engagement"), the Board agrees 
that it will indemnify and hold harmless Citi and its affiliates and their respective directors, officers, 
agents and employees and each other person controlling Citi or any of its affiliates (each, an 
"indemnified party"), to the full extent lawful, from and against any losses, expenses, claims or 
liabilities (collectively, "losses") which any indemnified party may incur or become subject to (i) 
related to or arising out of (A) the contents of oral or written information provided by the Board or its 
employees or its other agents, which information either the Board or Citi provide to any actual or 
potential buyers, sellers, investors or offerees, or (B) any other action or failure to act by the Board, 
its employees or its other agents or by Citi or any indemnified party in accordance with and at the 
Board's request or with the Board's express written consent, or (ii) otherwise related to or arising out 
of the Engagement, except that clauses (i) and (ii) shall not apply with respect to any losses to the 
extent such losses are finally judicially determined to have resulted from the gross negligence or 
willful misconduct of such indemnified party or result from a claim brought by the Board against an 
indemnified party for breach of such indemnified party's obligations hereunder, if the Board has 
obtained a final and non-appealable judgment in its favor on such claim as determined by a court of 
competent jurisdiction ("uncovered losses"), The Board further agrees that no indemnified party 
shall have any liability (whether direct or indirect, in contract or tort or otherwise) to the Board or any 
of the Commonwealth's creditors or security holders for or in connection with the Engagement or 
any actual or proposed transaction relating to the Agreement involving Citi or other conduct in 
connection therewith except for losses incurred by the Board to the extent such losses are finally 
judicially determined to have resulted from the gross negligence or willful misconduct of such 
indemnified party; provided, however, that the foregoing shall in no manner relieve or excuse Citi 
from any liability arising from any breach by Citi of the Agreement.

The Board will also promptly reimburse each indemnified party for all reasonable and documented 
expenses (including reasonable fees and expenses of outside counsel, which shall be limited to the 
fees and expenses of one counsel in each relevant jurisdiction) as they are incurred by such 
indemnified party in connection with investigating, preparing for, defending, or providing evidence 
in, any pending or threatened claim or proceeding in respect of which indemnification or contribution 
may be sought hereunder (whether or not Citi or any indemnified party is a party to such claim or 
proceeding) or in enforcing this Appendix.

The foregoing provisions are in addition to any rights any indemnified party may have at common 
law or otherwise and shall be binding on and inure to the benefit of any successors, assigns, and 
personal representatives of the Board and each indemnified party. ANY RIGHT TO TRIAL BY 
JURY WITH RESPECT TO ANY CLAIM OR PROCEEDING ARISING HEREUNDER IS WAIVED. 
The provisions of this Appendix shall remain in full force and effect notwithstanding (i) any 
investigation made by or on behalf of Citi or (ii) the completion or termination of the Engagement.



APPENDIX [B]

FOMB EXPENSE REIMBURSEMENT

Financial Oversight and Management Board for Puerto Rico
June 30, 2017

Expense Reimbursement Policy

1. Introduction

The Board of Members of the Financial Oversight and Management Board for Puerto Rico (“the Board”) 
recognizes that board members, officers, staff, and contractors* of the Board may be required to travel or 
incur in other expenses from time to time to conduct Board business.

The Reimbursed Expenses Policy (the “Policy”) is designed to govern the reimbursement of reasonable, 
defined expenses incurred on authorized Board activities.  Consequently, all reimbursed expenses must 
be consistent with a business objective and carried out in a timely and cost-effective manner.

This Policy applies to board members, officers, staff, and contractors* who incur authorized and approved 
travel and other expense items in the context of the Board’s business. While exceptions are not normally 
permitted, there is clear recognition of certain special business needs.  In any such exceptional 
situations, all board members, officers, staff, and contractors* are expected to apply a high degree of 
common sense and good judgment.

2. Purpose of the Policy

The purpose of this policy is to ensure that (a) adequate cost controls are in place, (b) travel and other 
expenditures are appropriate, and (c) to provide a uniform and consistent approach for the timely 
reimbursement of authorized expenses incurred by the Board. It is the policy of the Board to reimburse 
only reasonable and necessary expenses incurred by board members, officers, staff, and contractors.

3. Principles of the Policy

The Policy aims to provide a flexible framework for travel and other expenses based on the following 
principles:

3.1 This Policy applies to board members, officers, staff, and contractors* undertaking travel other 
expenses on Board business and for the purposes of this Policy, the term “staff” shall mean 
employees of the Board.

3.2 It is the responsibility of board members, officers, staff, and contractors* to ensure the selection 
of the most direct and economical travel options and that all expenses are attributable to a valid 
Board business purpose.

3.3 Board members, officers, staff, and contractors* shall be entitled to reimbursement of expenses 
on production of supporting vouchers and invoices meeting the requirements of an “Accountable 



Plan” provided under Regulation No. 8297 dated December 18, 2012 issued by the Puerto Rico 
Department of Treasury. No expense reimbursement will be allowed for amounts in excess of 
actual expenditures incurred. No expense reimbursement will be allowed for estimates of 
expenditures incurred. This includes coach-class airfare or train fare (or business class train fare 
if rates are comparable); and hotels and transportation (e.g. taxis).

3.4 It is the responsibility of the Board members, officers, staff, and contractors* to obtain travel 
authorization from the Chairman of the Board, the Executive Director or Authorized Representative 
prior to organizing or incurring any travel costs [See Appendix A for Authorization Authority]. 
Expense reimbursement is subject to having received prior authorization. Exceptions shall be made 
under the consideration of the Chairman, Executive Director or Authorized Representative.

3.5 The use of video and telephone conferencing instead of travel should always be considered to 
reduce travel expenses.

4. Travel Expenses

4.1 Air Travel 

4.1.1 Costs for air travel will be reimbursed on an actual cost incurred basis.

4.1.2 For all flights, board members, officers, staff, and contractors* are required to travel in a cabin 
class no higher than premium economy class and, when possible, the cheapest fare in this class.

4.1.3 Flights should be booked to provide the best value/lowest cost and fit between cost and 
convenience. Board staff shall book flights through the Board’s Executive Assistant. Board 
members may book flights through the Board’s Executive Assistant or independently. Board 
contractors must book flights independently, though they are allowed to consult the Board’s 
Executive Assistant on fares the board members, officers, and staff are using. 

4.1.4 The Board will not reimburse costs incurred due to deviations from the most direct routes taken 
for personal travel reasons.  In such cases, if the Board purchased the ticket, the traveler must 
reimburse the Board for any additional costs over and above the authorized travel.

4.1.5 Any alteration to original travel plans must be justified and approved in accordance with the 
Policy.

4.2 Train Travel

4.2.1 The Board may reimburse travelers for their economy train fares or business class train fares when 
those fares are comparable to the equivalent, economy class airfare on the same route.

4.2.2 Board staff shall book trains through the Board’s Executive Assistant. Board Members may book 
trains through the Board’s Executive Assistant or independently. Board contractors must book 
trains independently, though they are allowed to consult the Board’s Executive Assistant on fares 
the board members, officers, and staff are using.

4.3 Hotels and Lodging



4.3.1 Accommodation costs may be reimbursed by the Board. Board members, officers, staff, and 
contractors should not exceed cost of accommodation per night published in the U.S. Government 
GSA Per Diem Rates (https://www.gsa.gov/perdiem), unless approved by the Chairman or his 
authorized representative. 

4.3.2 Board staff shall book hotels through the Board’s Executive Assistant. Board members may book 
hotels through the Board’s Executive Assistant or independently. Board contractors must book 
hotels independently, though they are allowed to consult the Board’s Executive Assistant on fares 
the Board members, officers, and staff are using.

4.4 Transportation

4.4.1 Transportation costs during trips associated to Board business will be reimbursed. Board members, 
officers, and staff* can expense the following transportation costs: 1) transportation to and from 
the airport / train station and 2) transportation to and from the meeting location. Transportation 
costs cover taxi services or equivalent (e.g. Uber, Lyft or any other transportation means).

4.5 Business Meals

4.5.1 When travelling to a location other than the Board members, officers, staff, and contractors’* local 
city, business meals are reimbursable based on the following limits:

 Breakfast: $15; Lunch: $25; Dinner: $40
 Snack expenses are reimbursable when they replace a meal.

4.5.2 If meals are provided during the meeting, only meals not provided can be expensed.

5. Other Expenses

5.1 Other expenses are reimbursable provided they are legitimate, necessary and reasonable expenses 
directly connected with or pertaining to the Board, such as office supplies, printing and reproduction, 
telephone calls, and messengers, among other.

6. Reimbursement of Expense

6.1 Travel arrangements are authorized in advance through the completion and approval of a travel 
authorization email and the validation of a travel plan between the traveler and the designated approver 
[See Appendix A]. 

6.2 Expenses are reimbursed through the completion, approval, and validation of expense report [See 
Appendix B] that the members, officers, and staff must submit to the designated approver [See 
Appendix C].

6.3 Expense claims should be submitted immediately following and, where possible, no more than 10 days 
after the completion of each trip, but at least a monthly.

6.4 In rare circumstances, and on an exceptional basis, reimbursement in excess of stated limits may be 
provided when lodging options are not available below. In such rare circumstances, the need for higher 
reimbursement shall be indicated on the attached reimbursement form and justified in writing by the 
members, officers, and staff.  Reimbursement will be limited to the following:



 Lodging: average rate for available 3-star hotels listed for the applicable 
metropolitan area on Expedia;

The Chairman of the Board or his authorized representative will have sole discretion to approve or 
deny such expenditures.

6.5 Receipts are required for all expenditures billed, such as airfare and hotel charges. No expense in 
excess of $25.00 will be reimbursed to Board members, officers, staff and contractors unless the 
individual requesting reimbursement submits with the Expense Report written itemized receipts from 
each vendor (not a credit card receipt or statement) showing the vendor’s name, a description of the 
services provided (if not otherwise obvious), the date, and the total expenses. If a receipt is not 
available, a full explanation of the expense and the reason for the missing receipt is required.

6.6 Alcoholic beverages will not be reimbursed under any circumstance. 



APPENDIX A: Authorization Authority

Expense to be Incurred By: Authorization From:
Board Member Chairman or Authorized Representative
Board Staff Executive Director or Authorized Representative
Board Contractors Executive Director or Authorized Representative
Executive Director Chairman or Authorized Representative 
Chairman N/A



APPENDIX B: Expense Report

Financial Management and Oversight Board for Puerto Rico

To be completed by members, officers, and staff and submitted to designated approver

DATE DESCRIPTION AIR 
FARE

GROUND 
FARE HOTEL MEALS OTHER TOTAL 

(1)
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   

        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
        $            -   
TOTAL  $  $            $           $       $           $            -   

Signature:____________________________ Date:_________________

Approved by:_________________________ Date:_________________

(1) SUBMIT RECEIPTS FOR THE AMOUNTS TO BE 
REIMBURSED.



APPENDIX C: Expense Report Approval Authority

Expense Incurred By: Expense Approved By:
Board Member Chairman or Authorized Representative
Board Personnel Executive Director or Authorized 

Representative
Board Advisors Executive Director or Authorized 

Representative
Executive Director Chairman or Authorized Representative
Chairman Executive Director or Authorized 

Representative

I certify by my signature below that I have received and reviewed, and am authorized on Vendor’s 
behalf to agree that Vendor shall abide by this Expense Reimbursement Policy: 

Vendor Name:  Citigroup Global Markets, Inc. 

_______________________________________ _______________
Signature of Vendor Authorized Representative Date

__________________________________________________
Printed Name and Title of Vendor Authorized Representative 

John C. Gavin   Managing Director

February 16, 2019



APPENDIX [C]

[VENDOR/CONSULTANT/REPRESENTATIVE CODE OF CONDUCT]

The Financial Oversight and Management Board for Puerto Rico (the “Board”) is committed to ethical 
and lawful behavior, and to acting professionally and fairly in all of its business dealings and 
relationships.  The Board seeks to maintain high ethical standards and to comply with all applicable laws 
and regulations.  The Board expects its vendors, consultants, and representatives to embrace this 
commitment to ethical and lawful behavior by complying with and training its employees on the Board’s 
Vendor Code of Conduct.  The Board also expects its vendors to have their own codes of conduct that 
ensure ethical business conduct and practices.

I. Compliance with the Vendor Code of Conduct

All vendors, consultants, and representatives and their employees, agents, and subcontractors 
(collectively referred to as “Vendors”) must adhere to this Code of Conduct while conducting business 
with or on behalf of the Board.  Vendors must promptly inform the Executive Director, the General 
Counsel, or a member of the Board when any situation develops that causes, or may cause, the Vendor 
to violate any provision of this Code of Conduct.  Although Vendors are expected to self-monitor and 
demonstrate their compliance with this Code of Conduct, the Board may audit Vendors and/or inspect 
Vendors’ facilities and records to confirm compliance.  

The Board may require the immediate removal from any project or engagement of any Vendor 
representative(s) or personnel who behave in a manner that is unlawful or inconsistent with this Code of 
Conduct or any Board policy.  Compliance with this Code of Conduct, as well as attendance at any 
training on this Code of Conduct as may be offered by the Board, is required in addition to any other 
contractual obligations a Vendor may have to the Board.

II. Legal and Regulatory Compliance Practices

Vendors must conduct their business activities on behalf of the Board in full compliance with the letter 
and spirit of all applicable laws and regulations.  

 Anti-Corruption.  The Board takes a zero-tolerance approach to bribery and corruption, and it 
requires its Vendors to do the same.  Vendors must not participate in bribes or kickbacks of any 
kind, whether in dealings with the Board, government and public officials, or individuals in the 
private sector.  Vendors must also comply with all applicable anti-corruption and anti-money 
laundering laws, as well as laws governing gifts and payments to public officials, political 
campaign contribution and lobbying laws, and other related regulations.  In particular, Vendors 
must not:

o Offer, promise, or allow anything of value (including travel, gifts, hospitality expenses, 
and charitable donations) to be given on behalf of the Board to influence a business or 
government decision, gain an improper advantage, or otherwise improperly promote the 
interests of the Board in any respect;

o Offer, promise, or allow anything of value to be given to a Board member or employee to 
influence a Board decision or otherwise gain an improper advantage; or

o Ask for or accept anything of value which the Vendor knows or suspects is being offered 
to influence a Board decision or otherwise obtain an improper advantage in connection 
with the Vendor’s work with or on behalf of the Board. 



 Antitrust/Fair Business Practices.  Vendors must conduct their business in full compliance 
with antitrust and fair competition laws that govern the jurisdictions in which they conduct 
business.  Vendors must also uphold all standards of fair dealing and abide by all fair business 
practices, including truthful and accurate advertising.

 Trade.  Vendors shall comply with all applicable trade controls, as well as any applicable export, 
re-export, and import laws and regulations.  Vendors must not knowingly employ or do business 
with anyone reasonably suspected of being connected with criminal or terrorist activities or who 
is otherwise subject to applicable trade sanctions.

 Freedom from Unlawful Harassment and Discrimination.  Vendors shall provide a workplace 
free from harassment and/or discrimination in hiring, compensation, access to training, 
promotion, termination, and/or retirement on the basis of race, color, creed, religion, sex, gender 
identity or expression, sexual orientation, pregnancy, status as a parent, age, marital status, 
national origin, ancestry, citizenship status, physical or mental disability or serious medical 
condition, protected genetic information, political beliefs, status as a veteran, or any other 
characteristic protected by law.  Vendors shall further prohibit any form of reprisal or retaliation 
against any employee for reporting harassment or discrimination in good faith or for 
participating in good faith in a harassment or discrimination investigation.  

 Wages, Benefits and Working Hours.  Vendors must comply with local applicable laws 
regarding wages, overtime hours and mandated benefits.  Vendors must also communicate with 
workers about compensation, including any overtime pay, in a timely and honest manner.

 Freely Chosen Employment.  No Vendor shall use any form of indentured, slave, or forced 
labor, including involuntary prison labor.  Vendors are also prohibited from supporting or 
engaging in any form of human trafficking of involuntary labor through threat, force, fraudulent 
claims, or other coercion.

 Child Labor.  Vendors shall comply with all local and national minimum working age laws or 
regulations and not use child labor.  All employees shall be age 18 and over unless:  (i) a 
country’s legal age for employment or age for completing compulsory education is under 18; and 
(ii) the work is non-hazardous.

III. Business Practices and Ethics

Vendors must conduct their business interactions and activities with integrity.  

 Honesty and Integrity.  Vendors must at all times be honest, direct, and truthful in discussions 
with the Board, its staff and agents, regulatory agency representatives, and government officials.

 Business and Financial Records.  The Board expects Vendors to timely, honestly, and 
accurately record and report all business information, including without limitation any invoices 
for payment, and comply with all applicable laws regarding their creation, completion, accuracy, 
retention, and disposal.  All invoices must be (i) timely submitted, (ii) itemized, (iii) supported 
by appropriate documentation, and (iv) must comply with all other requirements as set out in the 
relevant contract(s).  

 Conflicts of Interest.  Vendors shall scrupulously avoid any conflict, real or perceived, direct or 
indirect, between their own individual, professional, or business interests and the interests of the 
Board.  Among other things, Vendors must not deal directly with any Board member or ex officio 
member or employee whose spouse, domestic partner, or other family member or relative is 



associated with and/or holds any ownership or other financial interest in the Vendor.  In the 
course of negotiating the Vendor agreement or performing the Vendor’s obligations, dealing 
directly with a Vendor personnel’s spouse, domestic partner, or other family member or relative 
employed by the Board is also prohibited.  Complying with this requirement includes, but is not 
limited to, each Vendor’s completion of the Vendor Conflict of Interest Disclosure Certification 
attached as Appendix A hereto.

 Gifts and Entertainment.  Vendors should avoid any actions with Board members or ex officio 
members or employees during any vendor selection or re-selection process that could give others 
the impression of favoritism or other improper advantage.  Furthermore, Vendors should not 
offer, and Board members, ex officio members, and employees must not accept, gifts or 
entertainment that might compromise, or appear to compromise, the Board member or 
employee’s judgment or independence.  Even a well-intentioned gift might constitute or be 
perceived to be a bribe under certain circumstances, or create a conflict of interest or the 
appearance of a conflict of interest.  Board employees are required to conduct all business and 
interactions with Vendors in strict compliance with the applicable provisions of the Board’s 
business ethics and conflict of interest policies.

 Confidentiality, Privacy and Data Security.  Vendors shall, at all times while they are 
engaged by the Board and thereafter, (i) hold all proprietary and confidential information of 
the Board in strictest confidence, (ii) not use or disclose for any purpose any proprietary and 
confidential information of the Board to any person, business or entity, except as specifically 
authorized in writing by the Board, and (iii) not disclose for any purpose any non-public 
information concerning their retention by the Board or their services for the Board, except as 
specifically authorized in writing by the Board; provided, that, Vendor may to disclose the 
Board’s proprietary and confidential information only (a) to its Representatives (as defined 
herein) who need to know the confidential information in connection with the Services 
and/or any Transaction, (b) to Vendor’s regulators or examiners, and (c) to defend itself in 
connection with a legal proceeding regarding the performance of the Services and/or any 
Transaction.  In the event that, other than as set forth in the immediately preceding sentence, 
the Vendor or its Representatives is requested or required by law, regulation, supervisory 
authority or other applicable judicial or governmental order to disclose any confidential 
information, it will, to the extent permitted, provide the Board with prompt notice of such 
request or requirement so that Board may seek an appropriate protective order. If, failing the 
entry of a protective order, the Vendor is, in the advice of its counsel, required to disclose 
confidential information, then the Vendor may disclose that portion of the confidential 
information and will cooperate with the Board, at Board’s expense, in the Board’s efforts to 
obtain a protective order or other reliable assurance that only the designated portion of the 
confidential information will be disclosed. Vendors shall abide by all Board requirements 
and procedures for protecting the proprietary and confidential information of the Board, 
including signing and abiding by the Board’s confidentiality agreements.  Vendors who 
handle proprietary and confidential information on behalf of the Board or belonging to the 
Board must apply and maintain sufficient privacy and information security safeguards.  
Vendors shall also be subject to an information and data security assessment.  
Notwithstanding the foregoing, to the extent of any conflict between this provision and the 
terms of any confidentiality agreement entered into between the Board and Vendor 
(“Confidentiality Agreement”), the terms of the terms of the Confidentiality Agreement shall 
control. For purposes of this provision, (i) “Services” and “Transaction” shall have the 
meaning ascribed to such terms in the Second Amended and Restated Engagement Letter 
between Citigroup Global Markets Inc. and the Board, dated February 16, 2019, and (ii) the 
Board’s proprietary and confidential information excludes information that (a) was or 



becomes generally available to the public other than as a result of a disclosure in breach of 
this provision by the Vendor or its affiliates, or their employees, officers, directors, 
representatives and financial and legal advisors (collectively, “Representatives”), (b) was or 
becomes independently provided to the Vendor by a third party who was not known by the 
Vendor to be subject to an obligation of confidentiality or otherwise prohibited from 
transmitting such information, (c) was in the Vendor’s possession prior to the receipt thereof 
from the Board or (d) was independently developed by, or for, the Vendor without reference 
to the confidential information.   

 Media.  Vendors are prohibited from speaking to the press or making any public statements, oral 
or written, concerning their work for or on behalf of the Board without the express written 
authorization of the Board.

 Reporting Concerns.  Vendors shall maintain a hotline or other reporting system for their 
workers to confidentially and anonymously report any information or concerns about suspected 
non-compliance or violations of law or improper conduct by any Vendor employee or agent 
without threat of reprisal, intimidation or harassment.  If concerns are reported, Vendors shall 
promptly and thoroughly investigate any such report and take corrective action as necessary and 
appropriate.

[Signature Page Follows]

I certify by my signature below that I have received and reviewed, and am authorized on Vendor’s 
behalf to agree that Vendor shall abide by this Code of Conduct: 

Vendor Name:  Citigroup Global Markets, Inc. 

_______________________________________ _______________
Signature of Vendor Authorized Representative Date

__________________________________________________
Printed Name and Title of Vendor Authorized Representative 

John C Gavin    Managing Director

February 16, 2019



APPENDIX [D]

[VENDOR CONFLICT OF INTEREST DISCLOSURE CERTIFICATION]

All vendors, consultants, and or experts (“Vendors”) interested in conducting business with the 
Financial Oversight and Management Board for Puerto Rico (the “Board”) must complete and return 
this Vendor Conflict of Interest Disclosure Form to be eligible for a contract award.  Disclosing a 
potential conflict of interest will not automatically disqualify the Vendor.  The potential conflict of 
interest will be investigated to determine whether it precludes the contract award.  In the event, however, 
that the Vendor does not disclose potential conflicts of interest and they are discovered by the Board, the 
Vendor will be barred from doing business with the Board.

Please note that all Vendors must comply with the Board’s Vendor Code of Conduct as stated within the 
certification section below.

No Conflict of Interest:  Except as otherwise fully disclosed below (attach additional pages as needed), 
the Vendor affirms, to the best of its knowledge, information and belief, that no Interested Party (as 
defined in Schedule A hereto), nor any person associated with any Interested Party, is an employee, 
Director or Trustee, Officer or consultant to/of, or has any financial interest, direct or indirect, in the 
Vendor, or has received or will receive any financial benefit, directly or indirectly, from the Vendor or 
from the contract associated with this certification.  

For the purposes of this certification, “associated” persons include:  a spouse, domestic partner, child, 
parent or sibling of an Interested Party; a person with whom an Interested Party has a business or other 
financial relationship, including but not limited to employees of an Interested Party and/or a spouse, 
domestic partner, child, parent or sibling of such employees; and each firm in which an Interested Party 
has a present or potential interest.

Note that our responses to questions 1 – 4 are limited to the Vendor’s actual knowledge. The Vendor is 
an indirect wholly owned subsidiary of Citigroup Inc. (“Citigroup”), a publicly traded company that, 
together with its consolidated subsidiaries, has over 200,000 full-time employees and does business in 
more than 160 countries and jurisdictions.  The Vendor has no way of knowing if (i) an Interested Party 
or associated person of an Interested Party owns Citigroup stock or (ii) an associated person of an 
Interested Party is employed in some part of Citibank’s organization outside of the Vendor’s Public 
Finance Department.  If a person associated with an Interested Party owned Citi stock or had a spouse or 
child with a job at Citi outside of the Public Finance Department, we do not believe that would have a 
material adverse impact on the Vendor’s ability to perform under its contract with the Board or 
constitute a conflict of interest.   

No. To the best of your knowledge: YES NO

1 Is any Interested Party, or any person associated with any Interested 
Party, associated with any employee, Director or Trustee, Officer or 
consultant to/of the Vendor?

X

If you answered “yes” to Question 1, please identify the names of the persons who are associated 
and describe the nature of their association below:



No. To the best of your knowledge: YES NO

2 Does any Interested Party, or any person associated with an 
Interested Party, have an ownership interest in the Vendor’s 
company?

X

If you answered “yes” to Question 2, please identify the name(s) of the person(s) who has/have 
such an ownership interest and describe the nature of the interest:

No. To the best of your knowledge: YES NO

3 Has any Interested Party, or any person associated with an 
Interested Party, received, or will any Interested Party, or any 
person associated with an Interested Party receive, a financial 
benefit from the Vendor or from this contract?

X

If you answered “yes” to Question 3, please identify the name(s) of the person(s) who have 
received or will receive such a financial benefit and describe the nature of the benefit below:

No. To the best of your knowledge: YES NO

4 Is any Interested Party, or any person associated with an Interested 
Party, contemporaneously employed or prospectively to be 
employed with the Vendor?

X

If you answered “yes” to Question 4, please identify the name(s) and title(s) of the person(s) who 
are or will be so employed below:

No. To the best of your knowledge: YES NO

5 Is any Interested Party, or any person associated with an Interested 
Party, acting as a consultant for the Vendor?

X



If you answered “yes” to Question 5, please identify the name(s) of the person(s) acting as a 
consultant and describe the nature of his/her/their consulting services below:

No. To the best of your knowledge: YES NO

6 Has the Vendor provided, or will the Vendor provide, any gifts or 
hospitality of any dollar value or any other gratuities to any 
Interested Party or elected official to obtain or maintain a contract?

X

If you answered “yes” to Question 6, please describe the nature of such gifts, hospitality, or other 
gratuities below, including (1) the recipient(s) of such gifts, hospitality, or other gratuities; (2) 
the date(s) on which such gifts, hospitality or other gratuities were provided; and (3) the exact (if 
possible) or approximate dollar value of such gifts, hospitality, or other gratuities:

No. To the best of your knowledge: YES NO

7 Has any Interested Party, or any person associated with an 
Interested Party, provided any gifts of any dollar value or any other 
gratuities to Vendor?

X

If you answered “yes” to Question 7, please describe the nature of such gifts, hospitality, or other 
gratuities below, including (1) the recipient(s) of such gifts, hospitality, or other gratuities; (2) 
the date(s) on which such gifts, hospitality or other gratuities were provided; and (3) the exact (if 
possible) or approximate dollar value of such gifts, hospitality, or other gratuities:

[Signature Page Follows]



I certify that the information provided is true and correct by my signature below: 

_______________________________________  _______________
Signature of Vendor Authorized Representative Date

________________________________________
Printed Name of Vendor Authorized Representative 

John C. Gavin    Managing Director

February 16, 2019



SCHEDULE A

For purposes of the Financial Oversight and Management Board for Puerto Rico (the (“Board”)’s 
Vendor Conflict of Interest Disclosure Certification, the following entities and individuals are Interested 
Parties:

Natalie Jaresko, Executive Director of the Board

Jaime A. El Koury, General Counsel of the Board

Noel Zamot, Revitalization Coordinator

Andrew G. Biggs, Member of the Board

Jose B. Carrión III, Member of the Board

Carlos M. Garcia, Member of the Board

Arthur J. Gonzalez, Member of the Board

José R. González, Member of the Board

Gov. Ricardo Rosselló Nevares, Ex-Officio Member of the Board

Ana J. Matosantos, Member of the Board

David A. Skeel Jr., Member of the Board

Elías Sánchez Sifonte, Former Ex-Officio Member of the Board as representative of the Governor

Christian Sobrino Vega, Ex-Officio Member of the Board as representative of the Governor

Commonwealth of Puerto Rico (Primary Government)

 9-1-1 Service Governing Board 

Additional (Electronic) Lottery 

Agricultural Enterprises Development Administration 

Automobile Accidents Compensation Administration 

Cardiovascular Center Corporation of Puerto Rico and the Caribbean 

Commonwealth of Puerto Rico Regional Center Corporation 

Company for the Integral Development of the “Península de Cantera” 

Corporation for the "Caño Martin Peña" Project (ENLACE) 

Corporation of Industries for the Blind and Mentally Retarded and Incapacitated Persons of Puerto Rico 

Culebra Conservation and Development Authority 



Economic Development Bank for Puerto Rico 

Employees’ Retirement System (ERS) 

Employment and Training Enterprises Corporation 

Farm Insurance Corporation of Puerto Rico 

Fine Arts Center Corporation 

Fiscal Agency and Financial Advisory Authority (AAFAF) 

Governmental Development Bank for PR (GDB) 

Institute of Puerto Rican Culture 

Institutional Trust of the National Guard of Puerto Rico 

 Judiciary Retirement System (JRS) 

Land Authority of Puerto Rico 

Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads 

Model Forest 

Municipal Revenue Collection Center (CRIM) 

Musical Arts Corporation 

Port of the Americas Authority

PR Aqueduct and Sewer Authority (PRASA) 

PR Electric Power Authority (PREPA) 

PR Highways and Transportation Authority (HTA) 

PR Infrastructure Finance Authority (PRIFA) 

PR Maritime Shipping Authority 

PR Medical Services Administration (ASEM) 

PR Sales Tax Financing Corporation (COFINA) 

Public Building Authority (PBA) 

Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives (COSSEC)

Puerto Rico and Municipal Islands Transport Authority 

Puerto Rico Conservatory of Music Corporation 



Puerto Rico Convention Center District Authority (PRCCDA) 

Puerto Rico Council on Education 

Puerto Rico Health Insurance Administration (HIA / ASES) 

Puerto Rico Industrial Development Company (PRIDCO) 

Puerto Rico Industrial, Tourist, Educational, Medical, and Environmental Control Facilities Financing 
Authority (AFICA) 

Puerto Rico Integrated Transit Authority (PRITA) 

Puerto Rico Land Administration 

Puerto Rico Metropolitan Bus Authority (AMA) 

Puerto Rico Municipal Finance Agency (MFA)

Puerto Rico Ports Authority 

Puerto Rico Public Broadcasting Corporation 

Puerto Rico Public Private Partnerships Authority (PPP) 

Puerto Rico School of Plastic Arts 

Puerto Rico Telephone Authority 

Puerto Rico Tourism Company 

Puerto Rico Trade and Export Company 

Solid Waste Authority 

Special Communities Perpetual Trust 

State Insurance Fund Corporation (SIF) 

Teachers’ Retirement System (TRS) 

The Children’s Trust Fund (CTF) 

Traditional Lottery 

Unemployment Insurance Fund 

University of Puerto Rico (UPR) 

University of Puerto Rico Comprehensive Cancer Center



APPENDIX [E]

[CONTRACTOR CERTIFICATION REQUIREMENT]

The following certification shall be provided to the Oversight Board by each contractor under contracts 
submitted for review:

1. The contractor’s subcontractor(s) in connection with the contract is (are) the following:  

2. Neither the contractor nor any of its owners, directors, officials or employees, has agreed to share 
or give a percentage of the contractor’s compensation under the contract to, or otherwise compensate, 
any third party, whether directly or indirectly, in connection with the procurement, negotiation, 
execution or performance of the contract, except as follows:

(Name of individual or firm, including names of principals or owners of the latter) (Principal terms and 
conditions of the compensation sharing arrangement)

3. To the best knowledge of the signatory (after due investigation), no person has unduly intervened 
in the procurement, negotiation or execution of the contract, for its own benefit or that of a third person, 
in contravention of applicable law.

4. To the best knowledge of the signatory (after due investigation), no person has: (i) offered, paid, 
or promised to pay money to; (ii) offered, given, or promised to give anything of value to; or (iii) 
otherwise influenced any public official or employee with the purpose of securing any advantages, 
privileges or favors for the benefit of such person in connection with the contract (such as the execution 
of a subcontract with contractor, beneficial treatment under the contract, or the written or unwritten 
promise of a gift, favor, or other monetary or non-monetary benefit).

5. Neither the contractor, nor any of its owners, directors, officials or employees or, to the best of 
its knowledge (after due investigation), its representatives or sub-contractors, has required, directly or 
indirectly, from third persons to take any action with the purpose of influencing any public official or 
employee in connection with the procurement, negotiation or execution of the contract.



The above certifications shall be signed by the Chief Executive Officer (or other officer with equivalent 
position or authority to issue such certifications) of the contractor.

In the event that a contractor is not able to provide any of the above certifications, such contractor shall 
provide a written statement setting forth the reasons therefor.

[Signature Page Follows]



I certify by my signature below that I have received and reviewed, and am authorized on 
Vendor’s behalf to agree that Vendor shall abide by this Contractor Certification Requirement: 

Vendor Name:  ________________________________

_______________________________________ _______________
Signature of Vendor Authorized Representative Date

__________________________________________________
Printed Name and Title of Vendor Authorized Representative 

Citigroup Global Markets, Inc.

John C. Gavin    Managing Director

February 16, 2019



PO Box 192018 San Juan, PR 00919-2018; www.oversightboard.pr.gov; comments@oversightboard.pr.gov 
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APPENDIX C 
 

RESPONSES TO SEPTEMBER 24, 2019 LETTER FROM THE CONGRESS OF THE 
UNITED STATES - 2 ITEMS ANSWERED BY THE FINANCIAL OVERSIGHT AND 

MANAGEMENT BOARD FOR PUERTO RICO (“FOMB”)  
INDEPENDENT ETHICS ADVISOR, ANDREA BONIME-BLANC 

 
 

1. Materials related to the FOMB’s policies on conflicts of interest and other internal 
measures to avoid financial capture by special interests 

 
a. Bylaws of the FOMB and the Role of the Independent Ethics Advisor to the 

Board. The full Bylaws are accessible here and Section 11.4 relating specifically to 
the Ethics Advisor role and the management of conflicts of interest (“COI”) is 
reprinted in Exhibit A hereto. 

b. Code of Conduct of the FOMB. Sections 2, 3, 11 and 12 which specifically deal with 
COI and financial disclosure issues are set forth in Exhibit B hereto and the full FOMB 
Code of Conduct is accessible here. Specifically, each of the pertinent COI-related 
sections of the FOMB Code of Conduct do the following: 

i. Section 2 provides a detailed set of requirements concerning COI applicable to 
all “Covered Persons” which includes Board members Messrs. Biggs, Carrion, 
Garcia, A. Gonzalez, J. R. Gonzalez, and D. Skeel and Ms. A. Matosantos (as well 
as ex officio Government of Puerto Rico Board member E. Diaz, and FOMB 
executive staff members N. Jaresko and J. El Koury). 

ii. Section 3 references the need to undertake Financial Disclosures 
iii. Section 11 is about avoiding COI with Puerto Rico Creditors 
iv. Section 12 is about Third Party COI management 

c. Proactive Board Member, Covered Persons and Third-Party COI Management 
through Meetings, Education, Issue Management and/or Investigation and 
Process Improvements. The Ethics Advisor (together with the FOMB General 
Counsel and sometimes outside counsel as noted below), conducts proactive, 
preventative meetings and calls with individual FOMB Board members and 
Executives and other staff as follows: 

a. In person or virtual meetings with each Board member at least once a year for 
review and finalization of the Annual Financial Report. 

b. In person or virtual meetings with each Board member as needed quarterly 
for review and finalization of each Quarterly Periodic Financial Report. 

c. Once a year Board ethics education training including COI examples and 
discussion. 

d. Board members (and other executive and staff members) contact the Ethics 
Advisor to discuss and resolve any possible or potential COI as they may arise, 
in a proactive and preventative manner, throughout the year. 

e. Whenever a COI allegation is made by a third party (media, other 
stakeholders) about an FOMB Board, executive or staff member, the Ethics 
Advisor, General Counsel, and sometimes outside counsel, review the full facts 
of a situation, conduct an investigation if deemed necessary and from time to 

https://drive.google.com/file/d/1oW2VE5RPYb4c85TBq-ao6wWX0TM9y27r/view
https://drive.google.com/file/d/1iP1PpihMWQ33Rnltqk83YtvvwTU9eB65/view
https://drive.google.com/file/d/1iP1PpihMWQ33Rnltqk83YtvvwTU9eB65/view
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time issue a public report on findings. For example, though not related to a 
Board member, in 2018-2019 the FOMB engaged the Luskin law firm to 
investigate COI allegations about the FOMB’s third party contractor, McKinsey 
(the “Luskin Report”) and issued that report publicly. 

f. Adopting improvements and recommendations to fortify the FOMB COI 
processes and policies as the FOMB has done pursuant to the Luskin Report 
recommendations for third party COI management.  

d. Third Party Contract COI Management Process. The FOMB has had a robust third-
party agreement and certification program in place since inception in 2016 for the 
engagement of third-party contractors to the FOMB. In mid-2019, this process was 
improved further by the adoption of a series of COI resilience building measures 
resulting from the Luskin Report recommendations.  

e. Government of Puerto Rico (“GPR”) Material Contract COI Approval Process. 
Since early 2018, the FOMB has adopted a rigorous Board and executive staff member 
checking process for any contracts the GPR may be entering into above a certain size 
to ensure that no Board member has a relationship to any parties or counterparties 
to those contracts in which case the Board member recuses him or herself from any 
review or approval of such contracts. 

 
2. A full accounting of each member’s professional or familial ties to any institutions 

and persons who hold Puerto Rico’s debt or maintain contracts with the FOMB, 
and through financial disclosures of each board member, including details of 
outside compensation    

 
What follows is a Table of Information commenting on each of the seven FOMB Board 
members’ most recent financial filings including the 2018 Annual Financial Report and 
Periodic Transactional Reports filed for Q1 and Q2 2019. We are currently working on 
the Q3 2019 Periodic Financial Transaction reports with each of the Board members 
which will be posted publicly in November/December. The FOMB Annual and Quarterly 
Financial Disclosure Forms do not require exact amounts to be entered into each 
category of compensation disclosure but a range under which such amount would fall, 
though individual Board members may disclose exact amounts if they so choose. If a 
Board member does not choose a range, it is assumed that the maximum value applies to 
the particular category of disclosure in question. This is the choice that has been made 
by each of Mr. Carrion and Mr. Garcia. As a reminder, it is not the amount of a holding or 
compensation that creates an actual or potential conflict – it is the relationship between 
parties (no matter how small or how large the amount is) that does. 
 
In addition, the Table below also contains comments responding to the inquiry above, 
stating whether or not the specific Board member has declared any professional or 
familial ties to any institutions and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB as required pursuant to the established FOMB initial, annual, 
quarterly and termination financial disclosure reporting requirements (which also 
contain required outside compensation details) (the “FOMB Financial Disclosure & COI 
Policy & Process”).  
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TABLE OF INFORMATION 
FOMB BOARD MEMBER  

2018 ANNUAL & 2019 Q1 & Q2 PERIODIC TRANSACTION REPORTS 
 

 
BOARD MEMBER 

 
COMMENTS 

ANDREW BIGGS As required pursuant to the FOMB Financial Disclosure and 
[COI Management Process] [this is defined as “COI Policy & 
Process” above], this Board member has not declared any 
professional or familial ties to any institutions and persons 
who hold Puerto Rico’s debt or maintain contracts with the 
FOMB  

JOSE CARRION As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 
and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB 
In early summer 2019, third parties alleged via tweets that 
Mr. Carrion held Puerto Rico public debt via a Trust that he 
oversees on behalf of his sister (which has always been 
listed on his Annual Financial Reports). We investigated this 
allegation and it was completely incorrect. See public 
postings of Ethics Advisor letters to those alleging this 
misinformation here, here and here.  

CARLOS GARCIA As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 
and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB. 

ARTHUR 
GONZALEZ 

As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 
and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB. 

JOSE R. GONZALEZ As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 
and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB. 

ANA MATOSANTOS As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 

https://drive.google.com/file/d/1ln9WvfMj4l7RkuCpn_bZER77vsEC84_u/view?usp=drive_open
https://drive.google.com/file/d/1OvXRcEM5soHHafBbVfhBDriW6EOnXsoJ/view
https://drive.google.com/file/d/13Dqbmftc-si6yPjSJnPivYA4JgSV0gmL/view?usp=drive_open
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and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB. 

DAVID SKEEL As required pursuant to the FOMB Financial Disclosure and 
COI Management Process, this Board member has not 
declared any professional or familial ties to any institutions 
and persons who hold Puerto Rico’s debt or maintain 
contracts with the FOMB. 
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EXHIBIT A 
BYLAWS ETHICS ADVISOR RESPONSIBILITIES SECTION 11.4 

 
11.4. Compliance with Section 109 of the Act. 

(a) For purposes of advising the Board regarding compliance with Section 109 of the Act, and 
consistent with section 7.1 of these Bylaws, the General Counsel shall retain an ethics expert 
(the “Ethics Advisor”), who shall undertake the duties and responsibilities set out in this Section 
11.4 and such other duties and responsibilities as the Board shall from time to time determine 
to be appropriate. 

The duties and responsibilities of the Ethics Advisor are to be consistent with Section 11.4 
of the Bylaws which state as follows: 

(b)  In accordance with section 109(a) of the Act, all members and the ex officio member of the 
Board, the Executive Director and all other staff shall be subject to the Federal conflict-of-
interest requirements described in section 208 of title 18, United States Code. It shall be the 
responsibility of the Ethics Advisor to 

(i) review all situations that raise potential conflicts of interest issues, 

(ii) determine if any Board or staff member should be disqualified from involvement in any 
activities of the Board based upon a conflict of interest and (iii) grant any exemptions that he 
or she deems appropriate. 

(c)  In accordance with section 109(b) of the Act, all members and the ex officio member of the 
Board, the Executive Director and staff designated by the Board (collectively, “Disclosure 
Persons”) shall be subject to disclosure of their financial interests as follows: 

(1)  Documentation of Financial Interests: Disclosure Persons shall document financial 
interests using the form attached to these Bylaws as Attachment A (including as it may from 
time to time be amended) or in such alternative format as approved by the Ethics Advisor. 

(2)  Submission of Financial Interest Information: Disclosure Persons shall submit their 
financial interest disclosure forms to the Ethics Advisor. 

(3)  Initial Disclosures. Each Disclosure Person shall provide an initial disclosure of his or her 
financial interests the later of (i) within thirty (30) days following the Disclosure Person’s 
appointment and (ii) February 28, 2017. 

(4)  Updates. Each Disclosure Person shall update his or her financial disclosure whenever a 
purchase, sale or exchange of stocks, bonds, commodity futures or other securities has occurred 
and the amount of the transaction exceeds $1,000 as set forth on the transaction disclosure 
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form (and subject to the exceptions noted in that form) attached to these Bylaws as Attachment 
B (including as it may from time to time be amended). Such disclosures shall be made as 
necessary on a quarterly basis fourteen (14) calendar days after the close of each calendar 
quarter beginning with the first calendar quarter in 2017. 

(5)  Annual Disclosures. Each Disclosure Person shall annually provide a subsequent disclosure 
of his or her financial interests by no later than April 30 of each year, beginning on 
April 30, 2018. 

(6)  Publication. After review by the Ethics Advisor, the financial interest information provided 
by each Disclosure Person shall be published on the Board’s website. 
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EXHIBIT B 
CODE OF CONDUCT CONFLICTS OF INTEREST-RELATED SECTIONS 2, 3, 11 & 12 

 
 

2. Conflicts of Interest:  All Covered Persons shall comply with Bylaw 11.4(b), which 
states in part:  

“In accordance with section 109(a) of the Act, all members and the ex officio 

member of the Board, the Executive Director and all other staff shall be 

subject to the Federal conflict-of-interest requirements described in section 

208 of title 18, United States Code.”1   

a. It shall be the responsibility of each Covered Person to proactively bring to 
the Ethics Advisor’s attention any concerns regarding actual or potential 
conflicts of interest as soon as practical (and in advance of taking any 
official action that could be perceived as raising ethical concerns), 
including, without limitation, the following: 

i. Matters that are subject to the annual and quarterly Financial 
Disclosure obligations specified in Section 4 below and Bylaw 
11.4(c); 

ii. Matters concerning any contract proposed to be entered into by the 
Commonwealth of Puerto Rico or any covered instrumentality as 
further defined and described in the “FOMB Policy: Review of 
Contracts,” as amended from time to time (the “Contract Policy”), in 
which a Covered Person, his/her spouse, minor child, general 
partner, organization in which he/she is serving as an officer, 
director, trustee, general partner or employee, or any person or 
organization with whom he/she is negotiating or has any 
arrangement concerning prospective employment, may have a 
financial interest.   

A Covered Person shall refrain from participating in any action that falls 
under the Board’s mandate implicating a potential conflict of interest 
unless and until the Ethics Advisor specifically authorizes such 

                                                      
1  Section 208 of Title 18 of the U.S. Code prohibits certain federal officials from “participat[ing] 

personally and substantially” in their official capacities in “a particular matter in which, to his 

knowledge, he, his spouse, minor child, general partner, organization in which he is serving as an 

officer, director, trustee, general partner or employee, or any person or organization with whom 

he is negotiating or has any arrangement concerning prospective employment, has a financial 

interest…” 
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involvement (including the scope of such involvement) in writing after an 
opportunity for a thorough review and vetting of such potential conflict. 

3. Financial Disclosure:  All Board members, its Executive Director, its ex officio 
member and any other staff who are designated by the Board shall comply with 
Bylaw 11.4(c). 

**************************************************************** 

 

11. Relationships with Creditors of Puerto Rico Debt:  Any Covered Person who has, 
had, or expects to have any type of relationship (either directly or indirectly) with 
any entity or person that he or she knows (i) to currently own debt issued by the 
Commonwealth of Puerto Rico or any of its instrumentalities or (ii) has come to 
own such debt during the time the Covered Person is a member, ex officio 
member, the Executive Director or other staff member of the Board, shall so 
advise the Board and the Ethics Advisor (as identified in the Bylaws) of that 
relationship as follows: 

iii. If the Covered Person is other than a Board member or ex officio member, he 
or she shall so advise the members of the Board and the Ethics Advisor; 

iv. If the Covered Person is a member or ex officio member of the Board other 
than the Chair of the Board, he or she shall so advise the Chair of the Board and 
the Ethics Advisor; and 

v. If the Covered Person is the Chair of the Board, he or she shall so advise the 
Vice-Chair of the Board and the Ethics Advisor. 

If advised of such a relationship by a Covered Person, the Ethics Advisor shall 
determine the steps to be taken to ensure that the relationship does not in any 
way disadvantage the Board with the relevant creditor or otherwise create a 
conflict of interest or the appearance of a conflict of interest.  The Covered Person 
with the relationship shall not have any involvement on behalf of the Board with 
the relevant creditor unless the Ethics Advisor specifically authorizes such 
involvement (including the scope of such involvement) in writing. 

12. Third-Party Vendors and Contractors:  In retaining third-party vendors and 
contractors to work for the Board, the individual charged with documenting such 
retention shall ensure that each such third-party vendor has agreed to comply 
with the Board’s Vendor/Consultant/Representative Code of Conduct. In such 
third-party contracting process, any actual or potential conflicts of interest with 
any Covered Person shall be disclosed to the Ethics Advisor. 
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