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Five months after Hurricane Maria, and amid a continuing
austerity crisis, conditions in Puerto Rico remain dire.
More than 1,000 people died from the
hurricane, although the official estimate is only
64. The government of Puerto Rico estimates
that another 200,000 people (about 5 percent
of the population) could leave the island by the
end of 2018, adding to the massive wave of outmigration over the past decade.1 A quarter of
the population stills lacks electricity.2

While the crisis in Puerto Rico is often blamed
on “natural” disaster or the “free” market, the
harsh conditions imposed on the island are
entirely manmade. This report names some of
the key firms and individuals behind the crisis—
and some who are now trying to cash in on the
recovery effort. Key findings include:

Relief efforts have been marked by corruption.
The most notorious example was Whitefish
Energy, the obscure Montana company from
Interior Secretary Ryan Zinke’s hometown
that was awarded a $300 million contract
(which has since been canceled) to rebuild the
island’s electric grid.3 Aid that was promised to
the island has gone undelivered. The Federal
Emergency Management Agency awarded
one U.S. company $156 million to deliver 30
million meals to Puerto Rico; only 50,000 were
provided.4

•

Some hedge funds that are speculating on
Puerto Rican debt and are parties to Puerto
Rico’s bankruptcy dispute went on bond
buying sprees in the wake of Hurricane
Maria. We identified 2 firms that appear
to have actually bought up significant
amounts of debt since the hurricane. Tilden
Park Capital’s holdings in COFINA debt
increased by $284 million to nearly $785
million – a 55% increase – from October
2017 to March 2018.6 GoldenTree Asset
Management’s holdings in COFINA
debt increased by $368 million to $1.2
billion—43% increase—from October 2017
to March 2018.7 Tilden Park’s massive,
post-hurricane bond purchases are being
reported here for the first time.

•

Vulture funds that own Puerto Rico’s
debt are continuing the push for austerity
measures. They are issuing public calls for
austerity to ensure the island prioritizes
paying its creditors over paying for vital
infrastructure and services residents need
in the wake of the hurricane. The COFINA
senior bondholders issued a letter in midFebruary calling on the Puerto Rican
government and Financial Oversight and
Management Board to “exhibit fiscal
discipline” and ramp up reductions in
government expenses, i.e. implement even
more severe austerity budgets to ensure

On top of all this, private companies (many of
which helped originate the island’s debt crisis)
are now—in collaboration with Gov. Ricardo
Rosselló’s administration—swooping in to profit
off the ongoing climate and humanitarian crises
by way of privatization efforts.
The island is becoming a testing ground
for privatization and a playground for the
unrestricted power of the financial and tech
industries.5

2

bondholders get paid.8 In December,
Autonomy Capital sent a letter to its
investors that revealed its priorities, harshly
criticizing the island’s political elite for
a failure to “regain credibility with the
markets.”9 Translation: Essential services
have not been cut deeply enough, Wall Street
bondholders have not been paid enough,
and the current program of austerity needs
to be accelerated.
•

debt—in other words, it is profiting off of a
restructuring process that was caused by the
debt crisis it helped create and profit from in
the first place.
•

A number of firms that were involved in
originating the debt crisis in Puerto Rico—
such as AECOM/URS, Citigroup and
Santander—are now seeking to profit from
conditions they helped create. Citigroup,
for example, is advising the Fiscal Control
Board on the privatization of the Puerto
Rico Electric Power Authority (PREPA)
after underwriting billions in PREPA
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Conflicts, controversies and astounding
incompetence have surrounded the lucrative
recovery contracts awarded after Hurricane
Maria. For example, Adjusters International,
which has a top executive with ties to
President Trump, was awarded a $133
million contract only to have it rescinded
after the company failed to meet basic
qualifications, while an official investigation
showed that AECOM/URS, which has
been awarded a $122 million recovery
contract, helped to sell PREPA bonds while
also serving as a PREPAs performance
auditor—a conflict of interest.

ROSSELLÓ’S PRIVATIZATION SPREE
Nearly every major sector of Puerto Rican
society remains in deep crisis, facing the
brunt of austerity. In response, Gov. Rosselló
has proposed a wave of privatization.

and Commerce. The governor touted the
island’s recent labor-law reform that cut wages,
benefits and job security—though this didn’t go
far enough for some conference attendees. He
also raved about his plans to “right-size”—i.e.,
impose austerity on and privatize—education,
healthcare, the university system, and municipal
governance as well as bring in more private
investment.

The governor recently proposed shutting down
305 public schools—more than a quarter of all
public schools on the island—which could result
in a loss of 27,500 students and 7,300 teachers
by 2022. This comes after an announcement
last year of 179 public school closures, and 150
other school closures between 2010 and 2015.10
In February, Rosselló also announced a major
plan11 for the privatization of K-12 education
with a move toward student vouchers for charter
schools12—and all this with the help of Trump
Education Secretary Betsy DeVos.13 The voucher
and charters could drain more than $300 million
from public schools using the Boston Cosulting
Group and Los Angeles studies as models for
charter school costs.

In short, Rosselló is telling corporate investors
that Puerto Rico is wide open for business.

After the hurricane, debt vultures
continue to circle
Before Hurricane Maria, Puerto Rico was already
mired in a severe debt crisis. The government had
implemented extreme austerity budgets to free up
resources to pay predatory hedge funds, mutual
funds, bond insurers and other creditors. Despite
the now-intensified humanitarian crisis and clear
lack of financial resources to rebuild Puerto
Rico, these creditors continue to speculate on the
island’s debt and battle it out in court to squeeze
profits from the island.

As of January, around 450,000 people—close to
a third of all electricity users—were still without
power.14 Meanwhile, Rosselló is leading the
charge to privatize PREPA, the island’s public
electric company, opening its ownership up to
outside investors to turn a profit. Puerto Rico
also faces a massive housing collapse, with a
third of homeowners behind on their mortgage
payments.15 FEMA hotel vouchers, which were
given to people displaced by the hurricane
expired on March 20, likely leaving some
families without shelter.16

Several vulture funds and banks have continued
to wage aggressive campaigns to force Puerto
Rico to pay Wall Street instead of paying for the
vital infrastructure and services residents need
in the wake of the hurricane.
Moreover, these efforts to extract repayments,
while egregious after the hurricane since the
funds are so badly needed on the island, are
nothing new. Before the hurricane, for example,
the COFINA bondholders coalition and general
obligation debt holders sued Puerto Rico for its
attempts to cut the island’s debt, while Ambac,
which insures $2.2 billion in the island’s bonds,
filed a slew of lawsuits. In short, Wall Street
efforts to strong-arm Puerto Rico to make
payments are nothing new.17

Wooing Wall Street
On top of all this, Rosselló is attempting to
woo Wall Street and tech firms to come to the
island to help drive its reconstruction. Rosselló
and several Cabinet members were featured
at a recent New York City conference jointly
organized by the Financial Times and Puerto
Rico’s Department of Economic Development
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TILDEN PARK CAPITAL
Unlike most of the other hedge funds that
are parties to the Puerto Rican bankruptcy
dispute, Tilden Park Capital went on a bond
buying spree in the wake of the hurricane.
Its holdings in COFINA debt increased by
$284 million to nearly $785 million – a 55%
increase – from October 2017 to March
2018.18

The bank dumped billions in toxic mortgagebacked securities and derivatives onto its
customers, while Birnbaum and his team quietly
placed large bets that the housing market would
fail. These actions are analogous to buying
insurance on a home and then setting it ablaze
for the settlement money, except in this case,
millions of homes were at stake. The trades
further inflated the housing bubble, deepened
the subsequent crisis, and made Goldman
billions.20

This increase is accounted for by large
purchases of uninsured COFINA subordinate
debt in early 2018, just before COFINA bond
prices started surging. Tilden Park Capital went
from owning just $9 million worth of that class
of debt in October 2017 to owning over $268
million in March 2018.

Birnbaum got a $10 million bonus in 2007 for
his role in executing part of this scheme, but it
wasn’t enough to keep him at Goldman; he set
out on his own to found Tilden Park Capital in
2008.21 In 2010, he was called to testify before
Congress about his role in the trade.22

These massive, post-hurricane bond purchases
are being reported here for the first time.

In ramping up his holdings in COFINA debt,
Birnbaum is speculating that public funds
needed for a just recovery will instead line the
pockets of bondholders like himself.

Tilden Park Capital has kept a low profile
in recent years. But while it is not exactly
a household name, it grew out of a highlyprofitable bet that helped sow the seeds for a
disaster that ripped apart households across the
United States and helped accelerate the collapse
of the Puerto Rican economy.

He is effectively gambling, once again, on
millions of families losing the place they call
home. This time, that place is Puerto Rico.

Tilden Park Capital was founded by Josh
Birnbaum, a former trader at Goldman Sachs.19
At Goldman, Birnbaum engineered the bank’s
“big short” on housing before the 2008 crisis.
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GOLDENTREE ASSET
MANAGEMENT

Oaktree Capital Management is a Los Angelesbased private equity giant managing over $100
billion in assets. As of December 2017, Oaktree
owned nearly $411.8 million in ERS bonds—
making it the largest disclosed owner of this
particular type of Puerto Rican debt. 30

GoldenTree Asset Management is one of the
other few firms that appears to have actually
bought up more debt after Hurricane Maria hit
the island. From October 2017 to March 2018,
the firm increased its COFINA debt holdings
by approximately 43 percent, from $852.58
million23 to $1.22 billion.24 The increase likely
represents new purchases.

ERS bonds were first issued in 2008, when the
Employee Retirement System, which serves the
island’s public sector retirees, faced massive
budget shortfalls. Desperate for cash, ERS
began issuing bonds backed by future employee
contributions. In the beginning, only residents
of Puerto Rico could purchase the bonds, but
eventually their value plummeted, opening
the door for vulture funds to buy up the
bonds at a significant discount. Vulture funds,
including Oaktree, now own one-third of the
pension system’s debt.31 Eight of these funds,
including Oaktree, formed the ERS Secured
Creditors group, an alliance of bondholders
that filed a complaint in federal bankruptcy
court requesting that ERS divert employer
contributions to the pension fund to pay
bondholders, thereby jeopardizing retirees.32

GoldenTree is led by Steven A. Tananbaum, a
seasoned distressed debt investor. Tananbaum
got his start on Wall Street in junk-bond
investing at MacKay Shields in the early 1990s.
In 2000, he founded GoldenTree, which now
has more than $16 billion in assets under
management.25 He has described his investment
strategy as “trying to buy a dollar for 50
cents.”26 Tananbaum has also said he views
oil, gas and coal companies as ripe investment
targets for distressed debt firms.27 As of
December 2017, 50 percent of GoldenTree’s
equity holdings were in energy companies—
primarily oil, gas and coal companies.28

Oaktree’s leadership has not made a public
statement in response to calls for cancellation of
the island’s debt

OAKTREE CAPITAL
MANAGEMENT

Oaktree is headed by co-founders and cochairmen Howard Marks and Bruce Karsh,
who are worth $3.9 billion combined.33
While families on the island face a mounting
foreclosure crisis34 and families who have fled to
the mainland wait to see if FEMA will provide
shelter for them as their hotel vouchers expire,35

Like other creditors, the Employee Retirement
System (ERS) bondholders have shown no
sign of tempering their legal strategy to make
the island pay. As recently as Feb. 2, the ERS
Secured Creditors group filed a motion to alert
the court that their Jones Day lawyer would
appear as their representative at the Feb. 7
omnibus hearing on Puerto Rico debt.29 For the
bondholders, it’s clearly business as usual, even
though millions of Puerto Ricans’ lives have
been disrupted.

Marks and Karsh have numerous estates where
they can spend their time. In 2015, Marks
purchased his Beverly Hills mansion for $23.7
million36 after selling his Malibu estate for a
record-breaking $75 million.37 He also owns a
$23.8 million vacation home in one of Hawaii’s
most exclusive gated communities38 and a $52.2
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million New York City co-op in the famous
740 Park Avenue building.39 Karsh also has
numerous houses, including a $21 million
Benedict Canyon mansion40 complete with
tennis courts, a pool house, and an entertaining
building with a theater, virtual golf course and
recording studio.41

Even after Hurricane Maria struck the island,
Klarman rejected calls to cancel the debt.45
Baupost is part of the COFINA Senior
Bondholder Coalition, which—together with
several other creditor alliances—issued a letter
in mid-February calling on the Puerto Rican
government and Financial Oversight and
Management Board to “exhibit fiscal discipline”
and ramp up reductions in government
expenses, i.e., implement even more severe
austerity budgets to ensure bondholders get
paid.46 Baupost began purchasing Puerto
Rico debt in 2015 under the guise of 10 shell
companies named Decagon Holdings 1-10
LLC and did not reveal itself as the ultimate
owner—even as the Decagon entities became
parties to litigation. Baupost was identified as
the owner of the shell companies in October
2017.47 CEO Klarman later admitted that
he “hid” Baupost’s ownership of Puerto Rico
debt because “the world tends to follow” and
“copycat” his firm, while also saying, “I don’t
like to be attacked.”48 Baupost has increased
its bond holdings by about $22 million since
it was first exposed. While Klarman uses every
tool at his disposal to extract a profit from
Puerto Rico, he is also promoting climate
change denial and financing fossil fuels. This is
particularly egregious considering hurricanes
like Maria are becoming more frequent and
intense due to climate change.49 Klarman is a
trustee at the American Enterprise Institute, a
highly influential conservative think tank with
a long record of trafficking in climate change
denial.50 Under Klarman, Baupost invests big
in fossil fuels and fracking. As of December
2017, about 23 percent of Baupost’s public
equity investments were in oil and gas—totaling
about $2.3 billion. The hedge fund was the
second-largest shareholder in Cheniere Energy,
a liquefied natural gas export firm, with an
8.7 percent stake.51 It also owns a $469.7
million stake in oil and gas fracking firm
Antero Resources—around 7.8 percent of the
company’s shares.52

AUTONOMY
CAPITAL
As of November 2017, Autonomy Capital
owned more than $1 billion in general
obligation bonds, making it one of the
biggest known vulture funds in Puerto Rico.42
Autonomy has also reportedly played an
outsize role in the Ad Hoc Group of General
Obligation Bondholders. After Hurricane Maria,
Autonomy showed no signs of backing down
from its attempts to wrestle payments from
the island. Indeed, in the wake of a devastating
hurricane, in the middle of a humanitarian
crisis, Autonomy Capital sent a letter that
revealed its priorities, harshly criticizing the
island’s political elite for a failure to “regain
credibility with the markets.”43 Translation:
Essential services have not been cut deeply
enough, Wall Street bondholders have not
been paid enough, and the current program
of austerity needs to be accelerated. The letter
makes no mention of the ongoing humanitarian
crisis on the island.

THE BAUPOST
GROUP
The Baupost Group, a Boston-based hedge
fund run by billionaire Seth Klarman, is one
of the biggest speculators in Puerto Rican debt
with $933 million in COFINA bonds.44 Until
relatively recently, the firm hid its involvement
in the debt speculation.
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PAULSON & CO.

company’s 23-seat Bombardier jet to check
on several of his real estate investments.57
According to the New York Times, Paulson
“traveled when commercial air traffic to the
devastated island was limited and most private
jets landing in San Juan were required to bring
badly needed emergency supplies.”58 After his
trip, Paulson & Co. released a statement saying,
“We look forward to welcoming guests as early
as the winter season.”59

Although Paulson & Co. has not been revealed
to currently hold Puerto Rican debt, President
John Paulson has been perhaps the most
outspoken advocate of financial firms moving to
Puerto Rico to take advantage of tax breaks.53
In the wake of Hurricane Maria, as hundreds
of thousands of Puerto Ricans are fleeing their
island home,54 Puerto Rico’s public and private
sector leaders are aggressively trumpeting
those same tax breaks to lure finance and tech
companies to the island.55 Paulson has also
invested hundreds of millions of dollars in
Puerto Rican real estate, primarily in luxury
properties including La Concha Resort and the
Condado Vanderbilt, two beachfront hotels in
San Juan.56

As of October, Paulson had found some guests;
his San Juan properties were at full occupancy,
housing hurricane relief workers. According to
Bloomberg, “That’s a lot more business than
they normally would be doing in the off-season,
even if the $167 government rate is below what
the Condado Vanderbilt charges at this time
of year—from $200 a night for the cheapest
room to $5,125 for a three-bedroom oceanfront
suite.”60

A few days after Hurricane Maria struck
the island, Paulson flew to San Juan on his

TPG AND BLACKSTONE
Private equity firms hoping to profit off of Puerto Rico’s
escalating foreclosure crisis
In December, the New York Times spotlighted
Blackstone portfolio company Finance of
America for its role in the island’s housing crisis.
The company specializes in reverse mortgages,
a type of home loan guaranteed by the federal
government. The Times reported, “There
are 10,000 reverse mortgages in Puerto Rico,
and Finance of America controls about 40
percent of the market. ...Court records show
that the Blackstone-controlled company is
aggressive in its pursuit of—and foreclosures
on—borrowers.”64. TPG Capital affiliates own
a portfolio of several thousand residential
mortgages and hundreds of commercial (i.e.,
small-business) mortgages in Puerto Rico,
primarily in the San Juan area. Hedge Clippers
and El Nuevo Día investigations show that
TPG affiliates, including Rushmore Loan
Management Services65 and Roosevelt Cayman

As Hedge Clippers has previously reported,61
private equity firms including TPG Capital and
The Blackstone Group are playing a key role in
driving the foreclosure crisis that has intensified
in Puerto Rico since Hurricane Maria. Even
before the hurricane, the island was dealing
with unprecedented foreclosures. In June 2017,
an average of 18 families lost homes every day
to foreclosure in Puerto Rico, more than double
the rate a decade ago during the global financial
crisis. A record 5,424 homes were foreclosed
last year, up 130 percent from nearly a decade
ago, when the government first began tracking
those numbers.62 With hundreds of thousands
of Puerto Ricans fleeing the island for the
mainland in the months since the hurricane, the
foreclosure crisis is intensifying.63
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Asset Company,66 have been aggressively
foreclosing on Puerto Ricans.67 Both Finance
of America and TPG affiliates continued to take
action against homeowners after Hurricane
Maria struck the island. Finance of America filed
at least two foreclosure suits between Sept. 26
and 29, just days after the hurricane devastated
Puerto Rico. In the subsequent months, the
companies have pursued a variety of actions
against homeowners to advance foreclosure suits
in court, including service by publication (i.e.,
publishing a foreclosure notice in the newspaper
because a homeowner cannot be found to accept
delivery of legal documents), seeking default
judgments, and filing for eviction. Finance of
America has pursued about 40 actions, while
TPG affiliates Roosevelt Cayman and Bautista
Cayman have pursued over 300 actions.68

Cayman stayed hundreds of foreclosure suits
through March 2018 and implemented a
foreclosure moratorium (the terms of which
have not been made public). In February
2018, TPG affiliate Bautista Cayman stayed
dozens of commercial foreclosure cases—the
majority of open cases—for four to six months.
TPG is expected to extend its moratorium and
announce new measures over the next month.
Through continued conversations with Hedge
Clippers, Puerto Rican diaspora groups and
other advocates, TPG has the opportunity to take
even bolder action and set an example for what
companies can do to support the needs of Puerto
Ricans after the hurricane.
Santander (which is discussed more in the next
section) is also a key player driving the island’s
foreclosure crisis.

In December 2017, following public pressure
and protests at its offices, TPG affiliate Roosevelt

BANKING ON THE CRISIS IN PUERTO RICO
A slew of big banks underwrote billions in Puerto Rican bonds while
charging high fees and exorbitant interest rates.69 Now some of these
same banks are being brought in to advise on the privatization and
restructuring of basic sectors of Puerto Rican society—in other words,
they’re profiting further off of a crisis they helped originate in the first place.

CITI

Alongside JPMorgan Chase, Citi was a key
underwriter of the Series XX Power Revenue
Bond issued by PREPA in 2010. The bond
had an $822 million principal, of which $191
million was pegged to paying banks that issued
the lines of credit.72 Alongside a range of other
banks, Citi also underwrote a variety of different
bonds between 2003 and 2008 and then 2012
and 2013.73 In 2015, Citi sold $146 million
of its PREPA debt to Solus Alternative Asset
Management—a hedge fund that manages $5.7
billion in assets—profiting handsomely at a time
of deep crisis in Puerto Rico.74

Underwriting the crisis—and now
advising on privatization
Citigroup Global Markets—or Citi, as it’s
commonly called—underwrote significant
portions of the $9 billion in Puerto Rico’s
PREPA debt.70 Citi is the fourth-largest bank in
the U.S.71 and it has been on a mission to extract
profits from the island through fees and interest
payments.
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Central Park West apartment in New York City
that he rented out for $33,000 a month, as well
as a $3.7 million, 6,300 square foot home in
Wyoming.82 In addition to juggling multiple
lavish homes, Corbat is known to make his way
around New York City’s elite cultural scene.
Bloomberg reports how Corbat fretted over
what to wear to a 2014 gala that featured Prince
William and Kate Middleton at the Metropolitan
Museum of Art. “I haven’t even thought about it,”
said Corbat. “What am I supposed to wear?”83

But there’s more. Citi was an underwriter of
eight capital appreciation bonds that total $2.7
billion in their principal amount. However,
the interest on them is $22.8 billion—which
translates into an astounding 718 percent interest
rate.75 Citi also reaped additional fees—$302
million from 2000 to 2016—through scoop-andtoss deals that delayed debt payments.76
On top of all that, Citi helped create the
COFINA bonds through which the government
of Puerto Rico borrowed another $17 billion.
The creation of these COFINA bonds was
conditional on making it illegal for the
government to take any measures that would
interfere with their collection.77

Any hesitation Corbat feels about his wardrobe
choices, however, doesn’t spill into his role as
CEO at Citi, where he’s been ruthless. As soon
as he came on as CEO, Corbat slashed 11,000
jobs—4 percent of the Citi workforce.84 Part
of the rationale for these firings came from the
economic downturn during the Great Recession,
to which Citi was a key contributor. Indeed, in
2014—two years into Corbat’s tenure as CEO—
the bank agreed to pay a $7 billion settlement
for the toxic loans it doled out that contributed
to the housing crash.85 It’s reported that Citi
gave a $325 million loan to Jared Kushner in
spring 2017—coincidentally, right after Corbat
met with Kushner in the White House, which
raises ethics questions.86

And now—though it played a major role in
originating and intensifying the island’s debt
crisis through its sale of predatory loans—Citi is
again profiting off Puerto Rico as a main adviser
to the Fiscal Control Board in the privatization
of PREPA.78 All this is another example of
corporate privatizers seeking to exploit the
destruction caused by Hurricane Maria to take
control of public goods for private profit. Citi
is headed by Michael Corbat, who has been
CEO since 2012. In that time he’s profited
handsomely from his bank’s role in Puerto
Rico debt crisis. From 2014 to 2016, Corbat
raked in over $42 million in compensation.79
On top of that, he just received a 48 percent
raise, meaning he’ll go from earning $14 million
to up to $23 million.80 Corbat’s pay has nearly
doubled since right before he became CEO at
the end of 2012—a time period in which Puerto
Rico descended further and further into debt
and despair.

SANTANDER
STRIKES AGAIN
and again, and again and again …
Like TPG and Blackstone, Santander is playing
a significant role in Puerto Rico’s foreclosure
crisis and could take bolder action to ensure
the island’s families are able to stay in their
homes. Banco Santander Puerto Rico and its
subsidiary Santander Financial Services Inc.
were the fourth-largest owner of foreclosed
properties in Puerto Rico in June 2017. Eighty
percent of these properties were residential.87
The Oficina del Comisionado de Instituciones
Financieras has not released updated reports

Corbat lives a lush life. Just before being named
CEO, he spent a year in London heading
up Citi’s European, Middle East and Africa
business. In addition to taking in $12.4 million
that year, Citi gave him a $54,000 monthly
allowance.81 Back in the U.S., he also fared
well—a 2012 story reported that he owns a
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after the hurricane, but searches of local and
district court records show Santander continues
to foreclose on homes at significant rates. What’s
more alarming is that foreclosures in Puerto
Rico constitute 61 percent of the bank holding
company’s total foreclosures.88

Garcia’s team doubled the amount of sales
tax revenue set aside for COFINA bonds,
increasing the sales and use tax (SUT) to 11.5
percent to finance more debt, making Puerto
Rico’s sales tax the highest in the country.93
Public Law 7, passed in March 2009, permitted
the treasury secretary to refinance debt without
considering whether it would actually save
Puerto Rico money.94 And the CAREF council
“advised” the GDB to use Puerto Rico’s once
ring-fenced infrastructure fund to finance more
bad debt.95

Santander also played a role in originating
the island’s debt crisis by participating in
underwriting more than $60 billion in often
predatory bond deals, in which it shared in over
$1 billion in underwriting fees.89 But Santander,
now the “king of the euro zone,”90 went one step
further. Through regulatory capture, former
Santander executives played crucial roles as
public officials and advised the government to
pass regulations they devised that drove Puerto
Rico into insolvency.

The Santander GDB administration began
a trend of accelerated privatization of public
assets as it attempted to provide stimulus
through public-private partnerships and tax
cuts. In concert with the government, it forced
austerity policies on Puerto Rico that laid off
tens of thousands of public sector employees
and unilaterally suspended union contracts,
denying job protections to union workers.96

In 2009, as Puerto Rico’s depressed economy
struggled through the Great Recession, Carlos
M. Garcia, president and COO of Santander,
was appointed to head the Puerto Rico
Government Development Bank (GDB). Jose
Ramon Gonzalez, former president and CEO
of Santander, was appointed to the CAREF, a
council tasked with making recommendations to
fix Puerto Rico’s fiscal problems.

During the Santander administration, the GDB
issued toxic bond deals that it is difficult to
imagine they genuinely believed would be repaid
at maturity. In one deal with the Employee
Retirement System, it assigned $162.5 million
made available from the infrastructure fund to
the ERS.97 The pension fund was made to invest
in a COFINA capital appreciation bond series
that would be worth $1.65 billion at maturity, a
gain of more than 10 times the original amount.

In the previous decade, Garcia and Gonzalez
had built up Santander Securities, the bank’s
municipal bond business in Puerto Rico.
Garcia brought a team with him from
Santander, including Fernando Batlle (whose
brother Juan Carlos remained at Santander),
Jesus F. Mendez Rodriguez, David Alvarez
Castanedo, Victor G. Feliciano Arroyo and
George Joyner Kelly.91 While the government
relied on the Santander GDB administration
for their market knowledge, they abused their
public positions by devising regulations that
caused the Puerto Rico municipal bond market
to become further characterized by banks’
extensive and predatory rent-seeking behavior.92

Santander took a step further and exploited
a loophole that allows financial firms to both
underwrite and sell Puerto Rico’s triple taxexempt municipal bonds. As Garcia left the
GDB and returned to Santander,98 the bank
accelerated its sale of investment funds with high
exposure to Puerto Rican municipal bonds,99
while still buying bonds from the GDB and
selling them to clients.100
It was at this point that Santander’s Batlle
brothers literally traded places—Juan Carlos,
who had headed Santander Securities, and
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EXPLOITING
THE HURRICANE
RECOVERY

Fernando, who was an executive at the GDB,
switched roles. Fernando moved to head up
Santander Securities, and Juan Carlos became
head of the GDB. Later in 2015, the Financial
Industry Regulatory Authority fined Santander
for failing to inform its clients who were sold
these bonds of their markets risks.101

Contract profiteers cash in

In December 2016, Gov. Rosselló named
Gerardo José Portela Franco to take over the
direction of the Fiscal Agency and Financial
Advisory Authority (AAFAF). Portela was vice
president and director of Investment Banking
at Santander Securities from 2011 to 2016,102
where he helped finance more than $5 billion in
municipal debt and structure securities to sell
to clients—during the period it failed to inform
customers of the risk.103 Portela’s executives
at the AAFAF, Jesus D. Mattei Perez104 and
Alejandro Camporreale Mundo,105 also came
from Santander. The AAFAF took over the
functions of the GDB, and is the agency
in charge of negotiations with organized
bondholders and the Fiscal Control Board.
Carlos M. Garcia and Jose Ramon Gonzalez
are two of seven members of the Fiscal Control
Board.

It’s not just the underwriters and bondholders
that are profiting from Puerto Rico’s crisis.
A host of other corporate interests are now
scrambling for the lucrative federal contract
to rebuild the island’s infrastructure and bring
humanitarian relief. Many of these contracts
have been awarded on a noncompetitive, nobid basis. Indeed, during the last fiscal year that
ended on Sept. 30, 2017, FEMA gave out $200
million in these kinds of single-source contracts—
the most since 2008.106
A range of major corporations have profited from
these no-bid contracts. For example, FEMA
awarded $17 million to Verizon, $6 million to
AT&T, $7.9 million to IBM, and $8 million
to a subsidiary of insurance giant Marsh &
McLennan Companies.107

Today, the Puerto Rican population could as
easily be living in an alternate reality—one
where a strong and resilient Puerto Rico could
have swiftly responded to a natural disaster. The
island’s social and economic and fiscal crises
were avoidable. But Puerto Rico will not recover
until megabanks—especially Santander—stop
abusing their power through regulatory capture.

But some of the major awards—contracts that
stretch into nine-digit territory—have been
surrounded by controversy and cronyism.
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AECOM

the Comprehensive Audit of the Public Credit,
URS participated in PREPA’s bond issue
financing through its role in preparing official
statements, and also participated in most bond
rating agency presentations. It also provided
professional services to PREPA “in connection
with the construction of the San Juan 5 and
6 combined cycle generating units completed
during fiscal year 2009 and the restoration
of the Palo Seco plant following the fires in
December 2006.” All this, the commission said,
created an environment “in which the revenue
obtained by the URS Corporation was directly
tied to the outcome of the sale of the financial
instruments of the corporation (PREPA) that it
was employed to analyze.”112

AECOM has been a big winner in the nobid contract game. It’s subsidiary, Disaster
Solutions Alliance LLC, was awarded a
whopping $122 million to provide food to
hurricane survivors. Disaster Solutions is a joint
venture between AECOM and a subsidiary
of SNC-Lavalin Group Inc., a Canadian
engineering and construction company. The
firm has some powerful friends in Puerto Rico—
Elías Sánchez, Gov. Rosselló’s former liaison to
the financial control board, advises AECOM.108
AECOM is a global behemoth, with $17.5
billion in sales last year, that offers a range
of technological, managerial, consulting and
construction services.109 Its CEO, Michael S.
Burke, was paid an astounding $50 million from
2015 to 2017.110

This raises serious conflict-of-interest concerns
since URS was involved in playing an oversight
role for the same company whose bonds it was
helping to sell—meaning its role as an auditor
was in conflict with its potential to profit
from the performance of the company it was
auditing—and specifically, around the issuing of
the company’s bonds, whose worth were in part
determined by URS’s auditing role as well as its
professional services for PREPA facilities.113

One of AECOM’s board members is Bill
Frist, who served as a longtime Republican
senator from Tennessee and was the U.S.
Senate majority leader from 2003 to 2007. As
an AECOM director, Frist earns $281,898,
and all this while running his own private
investment firm. Frist made it onto the board
in 2014, when URS Corp.—which he had
been a director of since 2009—was acquired
by AECOM.111 Given that Frist was one of the
most powerful national politicians in recent
U.S. history, his presence on the board of
AECOM—a massive for-profit corporation
fighting for government contracts—raises
concerns.

On top of this, AECOM is now being brought
in to profit off of a humanitarian crisis that
has been created in part by the debt that was
created by the bonds that URS had advised on.

ADJUSTERS
INTERNATIONAL

There are major concerns surrounding the role
of URS Corp.—which, again, was acquired by
AECOM—in Puerto Rico. URS worked as the
performance auditor for PREPA in 2013 while
it was also involved in both the commodification
process of—i.e., the selling of —its Power
Revenue Bonds as well as the oversight of
PREPA facilities. According to a report
published by the Puerto Rico Commission for

Another big winner of the Puerto Rico disaster
corporate sweepstakes has been Adjusters
International, or so we thought.
Adjusters is an insurance company based in
Utica, N.Y. It was awarded a $133 million
contract last December to oversee 75,000
potential home repairs.114 However, the huge
award raised controversy for two reasons.
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First, an Adjusters executive, Daniel Craig, was
nominated by Donald Trump to the numbertwo position in FEMA, which indicates
that Craig, and thereby Adjusters, may have
special ties to the administration. Craig is
the founder of Tidal Basin Group, who was
acquired by Adjusters in 2016. But Craig
withdrew from consideration for FEMA when
it was revealed that a federal investigation
showed he had falsified government travel and
timekeeping records while he served in the Bush
administration in 2005.115

Puerto Rico; AECOM also said it might take
the grievance to court.116
In February 2018, in a victory for AECOM,
Puerto Rico suspended the $133 million
contract to Adjusters, with a review board
saying it should have been disqualified for the
reasons AECOM raised. While the housing
department that was involved in issuing the
contract disagreed with the review board’s
conclusions, AECOM praised the decision,
saying that it was “ready and able to start
working immediately.”117

Second, the massive contract to Adjusters raised
the ire of one of its chief rivals—AECOM—for
whom the $122 million contract mentioned
above was apparently not enough. AECOM
argued that Adjusters did not have a sufficient
line of credit to accept the contract and that
it wasn’t legally qualified to do business in

While it’s not yet clear which firm the contract
will be redirected to, AECOM stands to
potentially profit even more from the Puerto
Rico recovery corporate bonanza.
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