PROPRIETARY and 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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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
(Client)

McKinsey & Company, Inc., Washington D.C.

_________________________________
Name: Natalie A. Jaresko
Title: Executive Director
Date:

_________________________________
Name: Tyler Duvall
Title: Partner
Date: September 8, 2017

Sept. 12, 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.
4
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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.
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