
PUERTO RICO ELECTRIC POWER AUTHORITY
PROFESSIONAL SERVICES CONTRACT

APPEAR

AS FIRST PARTY: The Puerto Rico Electric Power Authority, hereinafter referred to as

"PREPA", a public corporation and government instrumentality of the Commonwealth of

Puerto Rico, created by Act 83 of May 2, 1942, as amended, represented in this act by

its Executive Director, mister Ricardo Luis Ramos Rodríguez, of legal age, married,

professional engineer, and resident of Caguas, Puerto Rico.

AS SECOND PARTY: RSM Puerto Rico, hereinafter referred to as "RSM", a

corporation organized and registered to do business in Puerto Rico, represented in this

act by its Partner, mister Raúl Hernández -Rivera, CPA, CFE, of legal age, married, and

resident of Trujillo Alto, Puerto Rico, by virtue of a Corporate Resolution dated and signed

on September 5, 2017.

Both PREPA and RSM which are hereinafter referred to individually as a "Party" and

collectively as the "Parties".

WITNESSETH

WHEREAS, this Contract(together with all attachments hereto, this "Contract") confirms

the engagement by PREPA of RSM to perform the auditing certified public accountant's

services for the Employees' Retirement System of the Puerto Rico Electric Power

Authority, for the fiscal year ended June 30, 2015 and as described in Section III.

WHEREAS, RSM has agreed to provide PREPA such auditing certified public

accountant's services.

WHEREAS, being each party empowered to enter into this Contract and perform their

obligations hereunder in consideration of thy premises and the mutual covenants

contained herein, PREPA and RSM agree into this Contract under the following:
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TERMS AND CONDITIONS

Appointment and Acceptance. PREPA appoints and designates RSM,

and the latter agrees, to provide audit services as a professional

specialized on that field would perform in like circumstances, and in

compliance with this Contract and all applicable laws.

II. RSM Puerto Rico Legally Authorized. RSM hereby represents that it is

duly authorized by law to provide auditing consulting services.

Ill. Scope of Work. RSM shall provide the following auditing consulting

services:

A. Plan and perform the audit to obtain reasonable, rather than absolute,

assurance about whether the financial statements are free of material

misstatement whether caused by error, fraudulent financial reporting or

misappropriation of assets.

B. Examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements.

C. Assessing the accounting principles used and significant estimates

made by management, as well as evaluating the overall financial

statement presentation.

Obtaining an understanding of internal control sufficient to design the

audit procedures and to determine the nature, timing, and extent of

audit procedures to be performed.

E. Based on the work performed set forth above, items A thru D, RSM will

express and deliver to PREPA an opinion on whether the financial

statements are presented fairly in all material respect in conformity with

U.S. general accepted accounting principle.
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Service Quality. RSM shall perform the services with due care and in

accordance with the requirements of this Contract. The services shall be

performed in accordance with prevailing industry or professional

standards. RSM will endeavor to perform all of the services to PREPA'S

reasonable satisfaction.

Peer Review Clause

We hereby certify that we participate in a Quality Control Program (Peer

Review) and that we submit to the Contracting party, at the time this

Contract is subscribed, the most recent revision report and letter with

comments (if applicable). We also certify that we will submit to the

Contracting party and any and all revision reports and letter with

comments received while this Contract is still in force.

Raúl Hernández Rivera, CPA, CFE

IV. Consulting Fees. RSM'S fees for services described in Section III will be forty two

thousand four hundred dollars ($42,400) per year. RSM shall not request any payment

for services rendered under the terms of this Contract until it has been registered by

PREPA at the Office of the Comptroller of Puerto Rico as established in Act 18-1975,

as amended. PREPA undertakes to register this Contract pursuant to such Act as

soon as practicable after the execution of this Contract.

IV. Reports. RSM will submit an opinion on whether the financial statements are

presented fairly in all material respect in conformity with U.S. general accepted

accounting principle. If required by PREPA, at the completion of the assigned tasks,

RSM will submit a final written report describing the work it has performed. This

requirement shall not be interpreted as a waiver by PREPA of RSM's ethical obligation

and responsibility of keeping PREPA informed of the progress of the assigned

matters. RSM shall not invoice the time spent in preparing customary letters to

auditors, as it is understood that this is an administrative obligation complementary to

the services rendered hereunder.
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All rights, titles and interest in any reports, documents, analyses, investigations

and any other by-product conceived or developed by RSM exclusively for PREPA as a

result of performing its obligations under this Contract shall be the exclusive property

of PREPA, provided, however, that RSM may maintain and use copies of such reports,

documents, analyses, investigations and any other by-product conceived or developed

by RSM that is consistent with applicable law and ethical rules governing lawyers and

the use of confidential information. RSM shall retain all right, title, and interest in and to

proprietary works of authorship, pre-existing or otherwise, that have not been created

specifically for PREPA under this Contract. PREPA shall retain the right to use, refer,

share, or provide to any third party, as PREPA may determine, the results of any

reports, documents, analyses, investigations or any other by-product of the Services

performed by RSM under this Contract.

V. Invoicing. RSM shall submit one invoice within the first thirty (30) days following the

delivery of the opinion on the financial statements, as set forth in Section III -E of this

Contract, which will include a description of the services rendered and the number of

hours spent by each person. The invoice shall be itemized and must be duly certified by

an authorized representative of RSM. If applicable, RSM shall allocate fees between

activities undertaken outside of Puerto Rico and constituting gross income from sources

outside of Puerto Rico, and those relating to activities undertaken within Puerto Rico and

constituting gross income from sources within Puerto Rico.

--- PREPA will review the invoice and if it is in compliance with the requirements set forth

in this Contract, it will proceed with payment within sixty (30) days of receipt of invoice.

Payment is due upon receipt of a valid invoice. PREPA reserves the right to conduct the

audits it deems necessary, and it will not be subject to finance charges regarding invoice

payments.

---- The Invoice must also include a written and signed certification stating that no officer

or employee of PREPA, and their respective subsidiaries or affiliates, will personally

derive or obtain any benefit or profit of any kind from this Contract, with the

acknowledgment that invoices which do not include this certification will not be paid.
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This certification must read as follows:

"We certify under penalty of nullity that no public servant of the Puerto Rico
Electric Power Authority, their respective subsidiaries or affiliates, will derive or
obtain any benefit or profit of any kind from the contractual relationship which is
the basis of this invoice. If such benefit or profit exists, the required waiver has
been obtained prior to entering into the Contract. The only consideration to be
received in exchange for the delivery of goods or for services provided is the
agreed -upon price that has been negotiated with an authorized representative of
the Puerto Rico Electric Power Authority. The total amount shown on this
invoice is true and correct. The services have been rendered, and no payment
has been received."

---- PREPA will deduct and withhold at source to RSM the equivalent of seven percent

(7%) from payment for services rendered under this Contract, in compliance with the

Internal Revenue Code for a New Puerto Rico, Act No. 1-2011, as amended, section

1062.03. Notwithstanding, the withholding to be done by PREPA as herein stated could

be increased to twenty percent (20%) in the event that RSM is a nonresident individual,

which is a U.S. citizen, as provided by the Act No. 1-2011, section 1062.08; or twenty-nine

percent (29%) in the event that RSM is a nonresident and non U.S. citizen individual; or a

foreign corporation or partnership which is not dedicated to industry or business in Puerto

Rico, as provided by Act No. 1-2011, section 1062.08. Provided, however, that if RSM

furnishes as soon as practicable and prior to the issuance of the invoice under this

Contract a Release Letter (Total Waiver Certificate) to be issued by the Puerto Rico

Treasury Department to the effect that RSM is not subject to withholding at source under

Section 1062.03 of the Puerto Rico Internal Revenue Code of 2011, as amended, PREPA

will honor said Release Letter or Waiver and not withhold at source the corresponding

released or waived amount for payment of services rendered under this Contract. RSM

shall be responsible to submit a copy of said Release Letter to PREPA for every calendar

year; otherwise, payments under the Contract shall remain subject to withholding at

source. The invoice shall be segregated by concepts (services, materials, equipment,

etc.), to identify the amounts subject to withholding, and avoid undue deductions, if

applicable. In addition, if a certificate documenting exemption from the withholding

requirements on foreign corporations or partnerships under Section 1062.08 and 1062.11
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of the IRC ís provided by RSM to PREPA establishing that it is a resident foreign

corporation or partnership in accordance with the requirement of the IRC and its

regulations, then PREPA will honor said certificate and not withhold at source any

amounts under Section 1062.08 and Section 1062.11 of the IRC, for payment of services

rendered under this Contract.

--- Notwithstanding the foregoing, PREPA will deduct and withhold a Special Contribution

to RSM the equivalent of one point five percent (1.5%) from payment for Services under

this Contract, ín compliance with Article 1, Law 48-2013. PREPA shall forward such

amounts to the Department Treasury of Puerto Rico and, within thirty (30) days after

paying any amount to the Department of Treasure of Puerto Rico, PREPA shall deliver

evidence satisfactory to RSM of such payments.

VII. PREPA'S Responsibilities. The cost and schedule estimates are based on their

understanding that PREPA will make available its personnel as appropriate to enable RSM

to perform the service. PREPA'S personnel and internal auditors will provide all necessary

data and information in a timely manner and such data will be accurate.

VIII. Payments. All invoices will be paid by PREPA from account

number 01-4019-93013-555-016 to RSM based on the terms and conditions of this

Contract.

IX. Assignment. No assignment of this Contract will be made by any of the parties to any

natural or legal entity without express written consent of the other.

X. Amendments. No term of this Contract shall be deemed amended except when

effected in writing between authorized representatives of the parties.

Xl. Notices. Any notice required under this Contract will be in writing:

If to PREPA:
Ricardo L. Ramos Rodríguez
Director Ejecutivo
PO Box 364267
San Juan, PR 00936-4267

If to RSM:
Raúl Hernández -Rivera, Partner
PO Box 10528
San Juan, PR 00922-0528
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XII. RSM Independent Contractor. RSM shall be considered as to all legal effects, an

independent Contractor and as such, is responsible to comply with all applicable laws of

the Commonwealth of Puerto Rico.

XIII. Proprietary Interests and Confidentiality. All information provided by PREPA to

RSM and from RSM to PREPA is confidential and shall not be provided to another party

unless approved by PREPA. Final audit reports delivered to PREPA will normally be

the property of PREPA, but in appropriate cases RSM may restrict the use or disclosure

of such reports. Any restrictions will be discussed with PREPA in advance of the

preparation of the final report.

XIV. Insurance Requirements. RSM shall obtain and maintain in full force and effect

during the life of this Contract, and thereafter as provided herein, policies of insurance

covering all operations engaged in as follows:

A. Workmen's Compensation Insurance

1. RSM shall provide workmen's compensation insurance as

required by the Workmen's Compensation Act of the

Commonwealth of Puerto Rico. RSM shall also be responsible

for compliance with said Workmen's Compensation Act by all of

his subcontractors, agents, and invitees, if any.

RSM shall furnish PREPA a certificate from the State Insurance

Fund showing that all personnel employed in the work are

covered by the Workmen's Compensation Insurance, in

accordance with this Contract.

B. Employer's Liability Insurance

RSM shall provide Employer's Liability Insurance with minimum bodily

injury limits of $1,000,000 for each employee and $1,000,000 for each

accident covering against the liability imposed by Law upon RSM as a
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result of bodily injury, by accident or disease, including death arising out

of and in the course of this employment, and outside of and distinct from

any claim under the Workmen's Compensation Act of the

Commonwealth of Puerto Rico.

C. Commercial General Liability Insurance

RSM shall maintain a Comprehensive General Liability Insurance with

limits of $1,000,000 per occurrence and $1,000,000 aggregate.

D. Comprehensive Automobile Liability Insurance

RSM shall provide a Comprehensive Automobile Liability Insurance with

limits of $1,000,000 combined single limit covering all owned, non -

owned and hired automobile used for performing the work contracted

herein.

E. Professional Liability Insurance

RSM shall provide Professional Liability Insurance with limits of

$1,000,000 per occurrence and $1,000,000 aggregate.

Requirements under the Policies

The Commercial General Liability and Automobile Liability Insurance

required under this service Contract shall be endorsed to include:

1. As an additional Insured:

Puerto Rico Electric Power Authority

Risk Management Office

PO Box 364267

San Juan, PR 00936-4267

2. Regarding Cancellation

All policies shall be endorsed as follows:

This policy will not be cancelled, non -renewed, nor any changes
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made to it, which changes, restricts or reduce the insurance

provided or change the name of the insured, without first giving

thirty (30) days' notice, in writing to the Puerto Rico Electric Power

Authority, Risk Management Office, PO Box 364267, San Juan,

Puerto Rico, 00936-4267, as evidenced by receipt of a certified or

registered letter.

3. An endorsement including this Contract under Contractual liability

coverage identifying it by number, date, and parties to the

Contract.

4. RSM shall provide a waiver of subrogation's in favor of Puerto

Rico Electric Power Authority.

a) The breach of any Warranties or Conditions shall read "The

breach of any warranties or conditions in this policy by RSM shall not

prejudice the Puerto Rico Electric Power Authority's rights under the

policy.

G. Furnishing of Policies

1. All required policies of insurance shall be in a form acceptable to

PREPA and shall be issued only by insurance companies

authorized to do business in Puerto Rico.

2. RSM shall furnish a certificate of insurance in original signed by

an authorized representative of the insurer in Puerto Rico

describing the coverage's afforded. This Certification shall be in

the "ACCORD" FORM, in general use by the insurers. Also,

original of the endorsements shall be furnished.

3. Insurance Certificates shall be examined by PREPA for

compliance with the Contract requirements.
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XV. Prior to the execution of the Contract, RSM shall submit the following documents or

certifications

A. An Income Tax Return Filing Certificate, issued by the Treasury Department of

Puerto Rico, Area of Internal Revenues, assuring that RSM has filed his Income

Tax Return for the last five (5) years.

B. Certification issued by the Treasury Department of Puerto Rico which indicates that

it does not owe taxes to the Commonwealth of Puerto Rico; or is paying such taxes

by an installment plan in full compliance with its terms.

C. Sales and Use Tax Filing Certificate, issued by the Treasury Department of

Puerto Rico, Area of Internal Revenues.

D. Certification issued by the Treasury Department of Puerto Rico which indicates that

it does not owe Puerto Rico Sales and Use Taxes to the Commonwealth of

Puerto Rico; or is paying such taxes by an installment plan in full compliance with its

terms.

E. Certification issued by the Municipal Revenues Collection Center (MRCC), assuring

that RSM does not owe any tax to such governmental agency.

F. Certification issued by Municipal Revenues Collection Center (MRCC)

demonstrating that RSM has filed the Personal Property Tax Return to such

governmental agency. Additionally, If RSM does not own personal property in the

Commonwealth of Puerto Rico, RSM shall provide a sworn statement which states

that:

a) Its income is derived and paid for professional services (explain the nature of

such services);

b) During the last five years, RSM has not owned personal property in the

Commonwealth of Puerto Rico;
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c) For the reasons above stated, RSM is not required to file Personal Property

Tax in the Commonwealth of Puerto Rico as established in Article 6.03 of Act

83 of august 1991 and therefore a Personal Property Tax file does not exist

for RSM in the MRCC.

G. Certification, issued by the Department of Labor and Human Resources of

Puerto Rico, assuring that RSM has paid to the Department of Labor and Human

Resources of Puerto Rico its employees' contribution, in accordance with the Puerto

Rico Employment Security Act (unemployment, temporary disability or sickness, or

social security for chauffeurs); or is paying such contribution by an installment plan

in full compliance with its terms.

H. Certification, issued by the Child Support Administration, assuring that the RSM is in

compliance with the withholdings required by ASUME.

I. Copy of the Merchant's Registration Certificate issued by the Treasury Department

of Puerto Rico.

J. RSM shall submit a sworn statement to certify and guarantee that at the execution

of this Contract, to the best of his knowledge, neither RSM, nor any of its president,

vice-president, directors, executive director, members of its board of directors or

board of officers, nor any of its officials or persons performing equivalent functions

for the RSM; nor its subsidiaries or alter egos have been convicted of, nor have they

pled guilty, in Puerto Rico, in the federal jurisdiction, in any state or territory of the

United States of America or in any country, to any crime as enumerated in Article 3

of Public Law 458 of December 29, 2000 of the Commonwealth of Puerto Rico, as

amended. In accordance with Article 6 of Public Law 458 of December 29, 2000 of

the Commonwealth of Puerto Rico, as amended, RSM acknowledges that its

conviction or guilty plea for any of the crimes as enumerated in Article 3 of such Act

shall entail, in addition to any other applicable penalty, the automatic rescission of

this Contract. In addition, but only to the extent required by Public Law 458, PREPA
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shall have the right to demand the reimbursement of payments made pursuant to

this Contract that directly result from the committed crime.

K. Certificate of Good Standing issued by the State Department of Puerto Rico.

If any of the previously required Certifications shows a debt, and RSM has requested a

review or adjustment of this debt, RSM will certify that it has made such request at the

time of the execution the Contract. If the requested review or adjustment is denied and

such determination is final, RSM will provide, immediately, to PREPA a proof of

payment of this debt; otherwise, RSM accepts that the owed amount be offset by

PREPA and retained at the origin, deducted from the corresponding payments.

If the status of RSM with regards to the charges previously mentioned should change at

any time during the term of the Contract, it shall notify PREPA promptly after RSM's

managing partner acquires knowledge thereof. The failure to comply with this

responsibility constitutes a violation of this section, and shall result in the remedies

mentioned previously.

It is expressly acknowledged that the certifications provided by the RSM, are essential

conditions of this Contract, and if these certifications are incorrect, PREPA shall have

sufficient cause to terminate this Contract immediately.

RSM hereby certifies that it has not been convicted of any crime against the public

integrity, as defined in the Puerto Rico Criminal Code, nor has it been convicted of

misapplication of public funds and that it has not been declared guilty of this type of

crimes either in the courts of the Commonwealth of Puerto Rico, the Federal Courts or

the Courts of any United States jurisdiction. If during the effectiveness of this Contract

RSM is found guilty to any of the crimes above mentioned, the Contract will be

automatically terminated. RSM has the duty to inform periodically about any

investigation against it that relates to any of the crimes hereinbefore outlined.

XVI. Code of Ethics. RSM agrees that it, as well as all personnel providing services

under this Contract, will comply with Act No. 84, enacted on June 18, 2002, as
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amended, which establishes the Code of Ethics for Contractors, Suppliers and

Applicants for Economic Incentives of the Executive Agencies of the Government of the

Commonwealth of Puerto Rico; and (b) the Government Ethics Law, Act No. 1, enacted

on January 3, 2012, as amended from time to time, and its implementing regulations.

XVII. Conflict of Interest. RSM acknowledges it has a duty of complete loyalty toward

PREPA in rendering the professional services, which includes not having adverse

interests to PREPA. Those adverse interests include representation of clients with

interests in opposition of those of PREPA. Also, RSM shall have the continuous

obligation to disclose to PREPA all information and circumstances of its relations with

clients and third persons and any interest which could influence PREPA when executing

the Contract or during its term. PREPA will allow RSM a period of 30 days to solve the

conflict. If the conflict is not solved within the above mentioned 30 days, PREPA will

terminate the Contract after the expiration of 30 days. RSM also certifies that it may

have service Contracts with other governmental agencies, but such condition does not

constitute a conflict of interest for RSM.

XVIII. Hold Harmless Clause. RSM agrees to save and hold harmless, and to

indemnify PREPA for all expenses and costs of any nature (including attorney's fees)

incurred by PREPA, arising out of any claim made by any person for personal injuries,

including death, or for property damage, to the extent directly caused by RSM, by the

negligent act or omission, in the performance or nonperformance of its obligations under

the Contract, but not to the point directly caused by negligent or improperly

representation by PRPEA, up to an amount not to exceeding the maximum amount of

this Contract.

XIX. Term and Termination. This Contract shall be in effect from the date of mutual

execution until February 15, 2018. Either party may terminate this Contract with or

without cause by giving thirty (30) days prior written notice of termination to the other

party. Notwithstanding anything provided on this Contract regarding its term, the

Contract may be extended for an additional year subject to the availability of funds and

previous authorization of the Secretariat of the Executive Branch. PREPA has the
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authority to terminate the Contract immediately without prior notice in case of

negligence, abandonment of duties or breach of Contract conditions by RSM.

XX. The court and authorities of the Commonwealth of Puerto Rico shall have

jurisdiction over all controversies that may arise with respect to this Contract. The

parties hereby waive any other venue to which they might be entitled by the virtue of

domicile or otherwise. Should either party initiate or bring suit or action before any other

court, it is agreed that upon application, any such suit or action shall be dismissed,

without prejudice, and may be filed in accordance with this provision. The party bringing

the suit or action before a court not agreed to herein shall pay to the other party all the

costs of seeking dismissal including reasonable attorney's fees. Should any clause or

conditions of this Contract be declared null and void by a competent court of law, the

remaining parts of this Contract shall remain in full force and effect.

XXI. Responsibilities for Damages. The appearing parties agree that their

responsibilities for damages under this Contract will be governed by the Puerto Rico

Civil Code and its case law, as dictated by the Supreme Court of Puerto Rico.

XXII. Severability. If a court of competent jurisdiction declares any of the Contract

provisions as null or invalid, such holding will not affect the validity and effectiveness of

the remaining provisions of the Contract and the parties agree to comply with their

respective obligations under such provisions not included by the judicial declaration.

XXIII. This Contract may be executed in multiple counterparts, each of which shall be

deemed to be an original instrument, but all of which taken together shall constitute one

instrument. During the term of this Contract, any change in law, including, but not limited

to, changes in applicable tax law, which causes an increase in the RSM's costs when

providing the services, shall be the RSM's responsibility.

XXIV. In case of discrepancy or in the event of conflict among the Terms and Conditions

of this Contract and the dispositions of any other document herein incorporated, the

Terms and Conditions of this Contract shall take precedence.
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XXV. Mandatory Clauses Pursuant to Act 3-2017.

A) Both parties acknowledge and agree that the contracted services herein may be

provided to another entity of the Executive Branch which enters into an interagency

Contract with PREPA or by direct disposition of the Secretariat of Government. These

services will be performed under the same terms and conditions in terms of hours of

work and compensation set forth in this Contract. For the purpose of this clause, the

term "entity of the Executive Branch" includes all agencies of the Government of

Puerto Rico, as well as public instrumentalities, public corporations and the Office of

the Governor.

B) The Secretariat of the Executive Branch shall have the power to terminate this

Contract at any time and RSM shall be entitled for the payment of services performed

prior termination.

IN WITNESS WHEREOF, the Parties hereto have executed this Contract this 9 day

of october of 2017 in San Juan, Puerto Rico.

Puerto Rico Electric

Ricardo L. Ramos Rodríguez
Executive Director
66-0433747

RSM Puerto Rico

Raúl Hernández -Rivera
Partner
66-0388756
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