
UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF PUERTO RICO 

------------------------------------------------------------------------- x  
 :  
In re: :  
 :  
THE FINANCIAL OVERSIGHT AND : PROMESA 
MANAGEMENT BOARD FOR PUERTO RICO, : Title III 
 :  

 as representative of : Case No. 17-BK-3283 (LTS) 
 :  
THE COMMONWEALTH OF PUERTO RICO, et al., :

:
(Jointly Administered) 

 :  
Debtors.1 :  

------------------------------------------------------------------------- x  

URGENT MOTION OF OFFICIAL COMMITTEE OF UNSECURED CREDITORS TO 
LIFT STAY TO ALLOW COMMITTEE TO PURSUE OBJECTION TO GO PRIORITY  

                                                 
1 The Debtors in these Title III cases, along with each Debtor’s respective Title III case number and the last four 

(4) digits of each Debtor’s federal tax identification number, as applicable, are the (i) Commonwealth of Puerto 
Rico (Bankruptcy Case No. 17-BK-3283 (LTS)) (Last Four Digits of Federal Tax ID: 3481); (ii) Puerto Rico 
Sales Tax Financing Corporation (“COFINA”) (Bankruptcy Case No. 17-BK-3284 (LTS)) (Last Four Digits of 
Federal Tax ID: 8474); (iii) Puerto Rico Highways and Transportation Authority (“HTA”) (Bankruptcy Case 
No. 17-BK-3567 (LTS)) (Last Four Digits of Federal Tax ID: 3808); (iv) Employees Retirement System of the 
Government of the Commonwealth of Puerto Rico (“ERS”) (Bankruptcy Case No. 17-BK-3566 (LTS)) (Last 
Four Digits of Federal Tax ID: 9686); (v) Puerto Rico Electric Power Authority (“PREPA”) (Bankruptcy Case 
No. 17-BK-4780 (LTS)) (Last Four Digits of Federal Tax ID: 3747); and (vi) Puerto Rico Public Buildings 
Authority (“PBA”) (Bankruptcy Case No. 19-BK-5233 (LTS)) (Last Four Digits of Federal Tax ID: 3801) 
(Title III case numbers are listed as Bankruptcy Case numbers due to software limitations). 
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To the Honorable United States District Judge Laura Taylor Swain: 

The Official Committee of Unsecured Creditors (the “Committee”)2 hereby files this 

urgent motion (the “Motion”) requesting entry of an order, substantially in the form attached 

hereto as Exhibit A, modifying the Final Order Regarding (A) Stay Period, (B) Mandatory 

Mediation, and (C) Certain Deadlines Related Thereto [Docket No. 12189] (the “Stay Order”) 

so as to allow the Committee to pursue the Omnibus Objection of the Official Committee of 

Unsecured Creditors, Pursuant to Bankruptcy Code Section 502 and Bankruptcy Rule 3007, to 

Claims Filed or Asserted Against Commonwealth by Holders of General Obligation Bonds 

Asserting Priority Over Other Commonwealth Unsecured Creditors [Docket No. 10638] (the 

“GO Priority Objection”).3  In support of this Motion, the Committee respectfully states as 

follows: 

PRELIMINARY STATEMENT 

1. On March 10, 2020, this Court entered the Stay Order staying, among other 

things, all pending objections to claims based on bonds issued or guaranteed by the 

Commonwealth (the “GO Bonds”), including the Committee’s GO Priority Objection, pending 

the Court’s decision regarding confirmation of the Oversight Board’s proposed Amended Title III 

Joint Plan of Adjustment of the Commonwealth of Puerto Rico, et al. [Docket No. 11946] (the 

“Plan of Adjustment”).  As the Court made clear at the March 3, 2020 omnibus hearing, the 

fundamental premise of the stay was that the Oversight Board had reached a settlement with GO 

bondholders to resolve these objections through the Plan of Adjustment and that “it is not 

                                                 
2  The Committee is the official committee of unsecured creditors for all Title III Debtors, other than PBA and 

COFINA. 
3  For the avoidance of doubt, the Committee is not seeking, at this time, to modify the stay as to any of the other 

objections and adversary proceedings related to the GO Bonds.  The Committee is only seeking to move 
forward with its GO Priority Objection which seeks to resolve a single, discrete legal issue, namely whether the 
alleged constitutional priority of GO Bonds applies in Title III. 
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prudent to continue litigating GO-PBA issues that will be resolved if the Plan of adjustment is 

ultimately confirmed.”4  Now, more than four months after entry of the Stay Order, it is 

abundantly clear that the premise of the Stay Order, namely the settlement of certain GO-PBA 

issues through the proposed Plan of Adjustment, has evaporated.  Accordingly, and as the 

Committee had previewed in the statement it filed in response to the Oversight Board’s prior 

status report [Docket No. 13167], the Committee submits that the stay should now be lifted to 

allow the Committee to move forward with its GO Priority Objection.  

2. The new economic reality post-COVID-19 is that the Commonwealth cannot 

afford to distribute nearly $14 billion in value to holders of GO Bonds as contemplated under the 

proposed Plan of Adjustment on the basis of a dubious constitutional GO priority.  This 

observation is not mere conjecture, but is grounded in the Oversight Board’s own assessment of 

the Commonwealth’s fiscal condition, as detailed in the Oversight Board’s recently certified 

fiscal plan for the Commonwealth.  In particular, compared to the certified fiscal plan in effect at 

the time the Plan of Adjustment was filed (i.e., the fiscal plan, dated May 9, 2019), total 

cumulative surplus over the next 20 years5 (i.e., fiscal years 2020 through 2039) before debt 

service has decreased from a surplus of approximately $22.3 billion (in nominal dollars) to a 

deficit of approximately $49 million (in nominal dollars).6  Given this new economic reality, 

the Oversight Board’s plan support agreement with the GO bondholders, as implemented in the 

proposed Plan of Adjustment, has now been reduced to a zombie: even though it may not have 

technically been terminated (yet), it is practically dead. 

                                                 
4  March 4, 2020 H’g Tr. at 215:2-4. 
5  The term of the new GO bonds to be issued under the Plan of Adjustment is 20 years. 
6  To be clear, the Committee is not adopting the revenue and expense projections in the fiscal plan certified on 

May 27, 2020.  The Committee solely references the projections in fiscal plan because they represent the 
Oversight Board’s position regarding the Commonwealth’s fiscal condition. 
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3. While the Oversight Board has steadfastly avoided admitting that the Plan of 

Adjustment, as currently structured, has no future,7 it has acknowledged in its May 1, 2020 

Status Report that:  

[b]efore the Debtors’ plan of adjustment and disclosure statement 
process can move forward, the Oversight Board must assess the 
pandemic’s impact and the extremely difficult recovery ahead for 
Puerto Rico.  As part of that process, and as noted above, the 
Oversight Board anticipates completing the process of revising the 
Commonwealth fiscal plan by the end of May, 2020.  When that is 
done, discussions with creditors can be informed by the latest 
projections.  Accordingly, the Oversight Board is unprepared at this 
time to propose a schedule for the Debtors’ plan and disclosure 
statement process . . .8 

And more recently, in its July 15, 2020 Status Report, the Oversight Board stated that: 

[h]aving completed the process of certifying the Commonwealth fiscal 
plan and corresponding budget, the Oversight Board has resumed 
discussions with AAFAF concerning the terms of a plan of adjustment 
and what, if any, modifications or amendments need to be proposed to 
the plan of adjustment and disclosure statement filed with the Court on 
February 28, 2020.  The Oversight Board anticipates that, in the 
coming weeks, the Oversight Board and AAFAF shall entertain 
discussions with creditors (those party to the Plan Support Agreement, 
as amended on March 13, 2020 and April 1, 2020, as well as other 
parties in interest), with the guidance of the mediation team led by the 

                                                 
7  At the Oversight Board’s May 27, 2020 public meeting, the Oversight Board’s Executive Director, Natalie 

Jaresko, repeatedly declined to answer questions regarding the impact of the new fiscal plan on a revised plan of 
adjustment.  See Oversight Board Unanimously Certifies 2020 Commonwealth Fiscal Plan, Reorg Research 
(May 27, 2020, 12:28 PM), attached here to as Exhibit B (reporting that Jaresko “continued to decline to 
address the impact of the [fiscal plan] projections on the proposed commonwealth plan of adjustment”); 
Oversight Board Certifies 2020 Fiscal Plan with Sharply Narrower Projected Surplus, Discusses Importance of 
Title III Exit, Reorg Research (May 27, 2020, 4:51 PM), attached here to as Exhibit C (reporting that Jaresko 
“declined to look ahead at potential impacts on the debt restructuring”).  Indeed, responding to the question of 
whether, given the newly certified fiscal plan, a new plan of adjustment would be filed, Jaresko stated that “we 
won’t be answering any questions about the plan of adjustment,” disclosing only that “we will, of course, on the 
basis of this new fiscal plan, work with the government, the mediators, and the creditors to determine next 
steps.”  Video of May 27, 2020 Public Hearing, Fin. Oversight & Mgmt. Bd. for P.R., segment beginning at 
2:02, available at  https://oversightboard.pr.gov/live-oversight-board/.  Shortly thereafter, responding to the 
question of whether recoveries of general obligation bondholders would be lowered or stay the same in a future 
plan of adjustment, Jaresko again declined to answer, stating “we’re not prepared to answer questions about a 
future plan of adjustment at this time.”  Id. segment beginning at 2:05.  

8  Status Report of the Financial Oversight and Management Board for Puerto Rico Regarding the COVID-19 
Pandemic and Proposed Disclosure Statement Schedule, dated May 1, 2020 [Docket No. 13018] (the “May 1, 
2020 Status Report”) � 13 (emphasis added). 
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Honorable Judge Barbara J. Houser, to address the new reality created 
by the COVID-19 pandemic.9 

4. In addition, individual members of the Oversight Board have publicly stated that 

the Plan of Adjustment will require substantial revisions.  For example, the Chair of the 

Oversight Board, Mr. José B. Carrión, stated in late March 2020 that, in regard to the proposed 

plan of adjustment, the “logical implication [of recent events] is that the Puerto Rico we live in, 

and its capacity to pay debt, is not the same as it was a week ago,” that the plan of adjustment 

would not move forward as “currently structured,” and that a majority of the Oversight Board 

would “share” his understanding that “everything has to be re-evaluated including the debt cut 

and the pension issue.”10 

5. For all these reasons, there can be little argument that the current settlement with 

the GO bondholders is no longer viable and that, accordingly, the fundamental premise 

underlying the Stay Order is gone.11  This remains true notwithstanding the Oversight Board’s 

desire to restart discussions with GO bondholders in the coming weeks in the hope of reaching a 

new settlement.  Such hopes and desires do not form a legal basis to bar the Committee 

indefinitely from pursuing its GO Priority Objection.  If that were the case, then every debtor 

would surely request at the outset of a bankruptcy case that all plan-related matters be stayed 

pending confirmation of a plan.  Nor should the Court condone the Oversight Board’s effort to 

transform what was originally a stay of limited duration pending confirmation of the Plan of 

                                                 
9  Status Report of the Financial Oversight and Management Board for Puerto Rico Regarding the COVID-19 

Pandemic and Proposed Disclosure Statement Schedule, dated July 15, 2020 [Docket No. 13660] (the “July 15, 
2020 Status Report”) � 17 (emphases added). 

10  See Oversight Board Stresses Covid-19 Focus as Carrión Foresees Changes to Plan of Adjustment as 
‘Currently Structured,’ Reorg Research, March 24, 2020, a copy of which is attached hereto as Exhibit D.  The 
Committee recognizes that, since Mr. Carrion’s reported statements, Natalie Jaresko is reported to have said that 
Mr. Carrion was offering his personal impressions on the matter. 

11  In any event, it is the Oversight Board’s burden, and not the Committee’s, to demonstrate that it intends to 
implement the existing settlement with the GO bondholders through the Plan of Adjustment.  If that is, in fact, 
the Oversight Board’s intention (which the Committee sincerely doubts), the Oversight Board should say so.   

Case:17-03283-LTS   Doc#:13726   Filed:07/19/20   Entered:07/19/20 22:38:44    Desc: Main
Document     Page 7 of 23



 

5 

Adjustment (which was expected to occur in the fall of this year) into a stay of unlimited 

duration until the Oversight Board reaches a new settlement with GO bondholders at some 

unknowable point in the future.12   

6. To be clear, the Committee is not trying to rush the Oversight Board into agreeing 

to an imprudent modified settlement.  The Oversight Board should take the appropriate time to 

explore and evaluate the potential paths forward—which would also include further analysis of 

the Commonwealth’s economic outlook.  However, the Oversight Board should not be allowed 

to convert a defunct settlement with GO bondholders into a shield to bar the Committee from 

exercising its right to object to the claims of GO bondholders.  In fact, section 502 of the 

Bankruptcy Court provides that every party in interest, which includes, of course, the 

Committee, has the right to object to claims.13  And while section 1106(a)(1) of the Bankruptcy 

Code (through its incorporation by reference of section 704(a) of the Bankruptcy Code) may 

limit that right in a chapter 11 case to the debtor in possession or a trustee,14 section 1106(a) is 

not incorporated into Title III of PROMESA.  In other words, Congress chose not to confer upon 

the Oversight Board the exclusive right to object to claims, and the Oversight Board should not 

                                                 
12  In that regard, the Committee also seriously questions whether a new settlement is even realistic over the near to 

medium term, given the upcoming elections in Puerto Rico and the anticipated turnover in the Oversight Board 
membership.  In particular, on July 1, 2020, the Oversight Board announced that (a) its Chair, Mr. José B. 
Carrión, will not be available for re-nomination for a second term as member of the Oversight Board and that 
Mr. Carrión’s last day on the job will be October 5, 2020, or when the President and Congress appoint a 
successor, whichever happens first and (b) member Carlos M. García will not be available to serve a second 
term and will only remain on the Oversight Board until August 31, 2020. 

13  See 11 U.S.C. § 502(a) (“A claim or interest, proof of which is filed under section 501 of this title, is deemed 
allowed, unless a party in interest . . . objects.”) (emphasis added). 

14  See 11 U.S.C. § 1106(a)(1) (requiring a trustee to perform the duties specified in, among others, paragraph (5) 
of section 704(a), which require that the trustee “if a purpose would be served, examine proofs of claims and 
object to the allowance of any claim that is improper”). 
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be allowed to accomplish indirectly (i.e., barring the Committee from pursuing its objection to 

the alleged GO priority) what Title III of PROMESA does not allow it to do directly. 

7. Nor would litigating the GO Priority Objection at this time jeopardize the 

Commonwealth’s emergence from Title III.  Indeed, given the narrow scope of the objection, it 

may not even delay emergence, as the current pause in the plan process could be utilized to 

judicially resolve the objection.  Moreover, a ruling that the alleged GO priority is preempted by 

Title III could provide the much-needed clarity for building a broad coalition of creditor 

support—beyond Wall Street hedge funds that purchased GO bonds in the secondary market at 

steep discounts—for a new plan of adjustment that provides equitable treatment for all unsecured 

creditors.  At a minimum, allowing the GO Priority Objection to proceed at this time would force 

GO bondholders to face the reality that pressing forward with the current Plan of Adjustment is 

simply not a feasible option for the Commonwealth. 

8. Finally, and contrary to the suggestion of Oversight Board’s counsel at the June 3 

omnibus hearing, the COVID-19 pandemic does not control the issue here (i.e., whether the stay 

should continue indefinitely).15  In fact, the Oversight Board has already had more than three 

years to seek a judicial resolution of the GO priority issue, but never filed an objection in that 

regard.  The Oversight Board should not be heard now to complain that the Court cannot deal 

with the GO Priority Objection because of the effects of the COVID-19 pandemic.   

                                                 
15  At the June 3 omnibus hearing, counsel for the Oversight Board noted that “[the Board] does not believe that 

COVID-19 is a legally cognizable ground to provide the Committee control over a claim objection.” June 3, 
2020 H’g Tr. at 17:15-17 
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9. For all these reasons, and as further detailed below, the Committee hereby 

requests, in accordance with the Stay Order,16 that the Court modify the stay so as to allow the 

Committee to proceed with its GO Priority Objection.   

BACKGROUND 

10. On February 3, 2020, the Committee filed its GO Priority Objection, which seeks 

a ruling that GO Bond claims are not entitled to priority over general unsecured claims because 

any payment priority under the Puerto Rico Constitution in favor of GO Bonds is preempted by 

Title III of PROMESA. 

11. On February 9, 2020, the Oversight Board entered into the Plan Support 

Agreement (the “GO Plan Support Agreement”) with certain holders of GO Bonds.  Under the 

GO Plan Support Agreement, holders of GO Bond would receive 96.4% of the total 

consideration to be distributed under a Commonwealth plan of adjustment (not counting retiree 

benefits), i.e., $13.95 billion out of $14.48 billion.17 

12. On February 28, 2020, the Oversight Board filed its proposed Plan of Adjustment 

and the related disclosure statement [Docket No. 11947] (the “Disclosure Statement”).  The Plan 

of Adjustment provides, among other things, the settlements set forth in the Plan Support 

Agreement, dated as of February 9, 2020 (the “GO Bondholder PSA”), between the Oversight 

Board and certain holders of GO Bonds.  The Plan of Adjustment effectively treats GO Bond 

claims as having priority over other unsecured creditors.  According to the Oversight Board’s 

estimates, the Plan of Adjustment would provide holders of GO Bond claims with a recovery 

                                                 
16  The Stay Order expressly provides that “[p]arties may seek relief from any stay imposed by [the Stay Order] 

upon a showing of good cause.”  Stay Order � 5.   
17  See Commonwealth of Puerto Rico Title III Case: Plan Support Agreement, dated February 9, 2020 (the 

“Oversight Board Presentation”) at 11.  A copy of the Oversight Board Presentation is attached hereto as 
Exhibit E.   
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between 65.4% and 77.6% (depending on the year of issuance).18  In contrast, general unsecured 

creditors would receive a recovery of approximately 3.9%.19 

13. On March 10, 2020, the Court entered the Stay Order, staying contested matters 

relating to validity, priority, and secured status of GO Bond claims, including the Committee’s 

GO Priority Objection, pending a decision on confirmation of the Plan of Adjustment.  As the 

Court explained on the record at the March 3, 2020 omnibus hearing: 

[T]he Amended Plan of Adjustment is the means that the Oversight 
Board has chosen to propose to resolve the Title III cases of the 
Commonwealth, ERS and PBA. Whether this proposed amended plan 
and the settlement of GO-PBA issues that are embedded in it will pass 
scrutiny is an issue for another day.  But it is not prudent to continue 
litigating GO-PBA issues that will be resolved if the Plan of 
adjustment is ultimately confirmed. 

The Court further finds that the hardship resulting from continuing 
litigation is significant.  There is only one proposal on the table that 
would potentially provide a means by which the Commonwealth, PBA 
and ERS can adjust their debts and emerge from the Title III process.   
That proposal rests on settlement of certain of the GO-PBA issues.  
Requiring resolution of those issues judicially would likely disrupt the 
deal and send parties back to the drawing board, potentially placing 
the Commonwealth, PBA and ERS in a worse position than they’re 
in.20 

The Stay Order similarly provides that the stay of the GO Priority Objection (and the other 

objections to the GO Bonds) “serves the interest of conservation of resources and judicial 

efficiency, as it will help avoid the unnecessary litigation of issues that will be resolved if the 

Amended Plan is ultimately confirmed.”21   

                                                 
18  Id. at 14.   The Committee believes that the Oversight Board’s recovery estimates for the GO Bond claims 

understate the actual recovery rates (including because (a) the GO Bond claims include unmatured original 
issue discount and (b) the Oversight Board’s recovery estimates do not include the $400 million consent fees). 

19  Disclosure Statement at 17. 
20  March 4, 2020 H’g Tr. at 215:22-216:14 (emphases added). 
21  Stay Order � 1. 
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14. Also on March 10, 2020, the Court granted the Oversight Board’s request to set 

June 3 and 4, 2020 as the hearing (the “Disclosure Statement Hearing”) to consider the adequacy 

of the information contained in the Disclosure Statement.   

15. On March 23, 2020, the Oversight Board filed its Urgent Motion to Adjourn 

Hearing to Consider the Adequacy of Information Contained in the Disclosure Statement and 

Related Deadlines [Docket No. 12485] (the “Adjournment Motion”), requesting that the 

Disclosure Statement Hearing and related deadlines be adjourned because “COVID-19 and the 

economic effects therefrom, including from the closure of all non-essential businesses on Puerto 

Rico, cannot be calculated at this time and the attention of the Government is dedicated to 

addressing the pandemic.”  Adjournment Motion ¶ 4.  The adjournment requested by the 

Oversight Board “should be limited in length and be subject to the submission of a status report 

. . . to apprise the Court of the relief efforts and economic situation on-island.”  Id. ¶ 10 

(emphasis added). 

16. The Court granted the Adjournment Motion on March 27, 2020 [Docket No. 

12549], adjourning the Disclosure Statement Hearing without date and directing the Debtors to 

file a status report by May 1, 2020 to set forth the measures being taken to address the pandemic 

and a proposed schedule for the Disclosure Statement Hearing. 

17. On May 1, 2020, the Oversight Board filed the May 1, 2020 Status Report.  The 

report stated that before a plan of adjustment and disclosure statement could move forward, the 

Oversight Board would have to assess the pandemic’s impact and that, as part of that process, the 

Oversight Board anticipated certifying a revised fiscal plan by the end of May, 2020.  Of 

particular note, the Oversight went on to say that: “[w]hen that is done, discussions with 
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creditors can be informed by the latest projections.”22  The Oversight Board did not propose a 

schedule for the Debtors’ plan and disclosure statement process and requested that it be 

permitted to provide the Court with an updated status report by July 15, 2020.  Id.  The Court 

granted the Oversight Board’s request on May 1, 2020 [Docket No. 13023]. 

18. On May 18, 2020, the Committee filed a statement of position with respect to the 

May 1, 2020 Status Report [Docket No. 13167], expressing its views that the May 1, 2020 Status 

Report indicated that the Oversight Board had abandoned the settlement with GO bondholders, 

as implemented in the Plan of Adjustment, and that, absent confirmation that the Oversight 

Board intends to move forward with the Plan of Adjustment, the stay should be lifted to allow 

the Committee to pursue its GO Priority Objection. 

19. On May 27, 2020, the Oversight Board certified the fiscal plan for the 

Commonwealth of Puerto Rico (the “May 2020 Fiscal Plan”).  The May 2020 Fiscal Plan 

projects that for fiscal year 2020 through 2039 the cumulative surplus will be a negative $49 

million (in nominal dollars) or $2.7 billion (in present value terms, using a 5% discount rate), 

prior to any debt payments.  This is to be contrasted with the total cumulative surplus under the 

prior certified fiscal plan for the Commonwealth (the “May 2019 Fiscal Plan”), i.e., the fiscal 

plan in effect at the time of the GO Plan Support Agreement and the filing of the Plan of 

Adjustment.  The May 2019 Fiscal Plan projected a cumulative surplus of $22.3 billion (in 

nominal dollars) or $16.7 billion (in present value terms, using a 5% discount rate), prior to any 

debt payments.  In other words, compared to the May 2019 Fiscal Plan, the cumulative surplus 

under the May 2020 Fiscal Plan has shrunk by more than $22 billion (in nominal dollars) or $14 

billion (in present value terms, using a 5% discount rate). 

                                                 
22  May 1, 2020 Status Report � 13. 
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20. On July 15, 2020, the Oversight Board filed the July 15, 2020 Status Report.  The 

report stated that  

[h]aving completed the process of certifying the Commonwealth fiscal 
plan and corresponding budget, the Oversight Board has resumed 
discussions with AAFAF concerning the terms of a plan of adjustment 
and what, if any, modifications or amendments need to be proposed to 
the plan of adjustment and disclosure statement filed with the Court on 
February 28, 2020.  The Oversight Board anticipates that, in the coming 
weeks, the Oversight Board and AAFAF shall entertain discussions 
with creditors (those party to the Plan Support Agreement, as amended 
on March 13, 2020 and April 1, 2020, as well as other parties in 
interest), with the guidance of the mediation team led by the Honorable 
Judge Barbara J. Houser, to address the new reality created by the 
COVID-19 pandemic.23 

Moreover, the Oversight Board stated that it is not prepared at this time to propose a Disclosure 

Statement schedule, noting that it “is mindful that the uncertainty of the cessation of the ongoing 

COVID-19 pandemic, fiscal and economic determinations announced by authorities, and the 

challenges presented by the severe drought conditions require that the fiscal plan’s assumptions 

be tested in the coming months.”24 

JURISDICTION AND VENUE 

21. The Court has jurisdiction over this Motion pursuant to section 306(a) of 

PROMESA.  Venue is proper in this district pursuant to section 307(a) of PROMESA. 

RELIEF REQUESTED 

22. The Committee respectfully requests entry of an order, substantially in the form 

attached hereto as Exhibit A, to modify the Stay Order so as to allow the Committee to pursue 

its GO Priority Objection at this time. 

                                                 
23  July 15, 2020 Status Report � 17.   
24  Id.  � 18.   
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ARGUMENT 

23. As detailed on the record at the March 3, 2020 omnibus hearing, the Court’s 

decision to stay the GO-PBA litigation matters was guided by consideration of the three elements 

set forth in Villafañe-Colon v. B Open Enterprises, Inc., 932 F.Supp.2d 274 (D.P.R. 2013), 

namely (1) the hardship resulting from not staying a proceeding, (2) the potential prejudice to 

parties if the stay is granted, and (3) the economical use of party and judicial resources.  At the 

time, the Court concluded that each of these elements weighed in favor of granting a stay of the 

GO-PBA issues.  In light of developments over the last four months, the Committee submits that 

each of these elements now strongly weighs in favor of lifting the stay to allow the GO Priority 

Objection to move forward. 

A. Allowing GO Priority Objection to Move Forward at This Time Will Not Cause 
Hardship to Commonwealth 

24. The Court previously found that because the Oversight Board proposed to resolve 

the GO-PBA issues through a plan settlement, “[r]equiring resolution of the GO-PBA issues 

judicially would likely disrupt the deal and send parties back to the drawing board, potentially 

placing the Commonwealth, PBA and ERS in a worse position than they’re in.”25  However, 

allowing the GO Priority Objection to go forward at this time does not, and cannot, disrupt the 

settlement with the GO bondholders because, for practical purposes, there is no longer any such 

settlement.   

25. Given that, under the May 2020 Fiscal Plan, the entire projected surplus over the 

next 20 years is eliminated, the Commonwealth plainly cannot afford to pay out almost $14 

billion in value to GO bondholders, as the proposed Plan of Adjustment contemplates, on the 

                                                 
25  March 4, 2020 Hr’g Tr. at 216:10-14. 
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basis of the alleged GO priority.26  For that simple reason, the settlement with the GO 

bondholders is effectively dead (even if it has not been formally terminated).  To put it 

differently, the parties are already “back at the drawing board.”  Under these circumstances, and 

especially in light of the present pause in the plan process, litigating the GO Priority Objection 

would not be a disruption—to the contrary, a judicial resolution of that objection could provide 

much-needed clarity to help advance plan negotiations, and may force parties to re-adjust their 

expectations. 

26. The Committee anticipates that the Oversight Board will argue that the GO 

Priority Objection could threaten their efforts to renegotiate a new plan settlement with GO 

bondholders while they try to salvage certain aspects of the old settlement.  The Court should 

reject such an argument.  For one, the relief sought by the Committee is quite limited, namely the 

ability to seek judicial resolution of a single, discrete legal issue—an issue on which, 

paradoxically, the Oversight Board fully agrees with the Committee.  In fact, from the beginning 

of these Title III cases, the Oversight Board has consistently argued that “nowhere in PROMESA 

does it import state law priorities.”27  To the contrary, in the words of the Oversight Board, “Title 

III preempts territorial priorities.”28  As the Oversight Board has explained, PROMESA 

                                                 
26  The Court should also reject any argument by the Oversight Board that the projections in the May 2020 Fiscal 

Plan are somehow meaningless because the fiscal plan may need to be revised further as additional information 
regarding the impact of COVID-19 pandemic becomes available.  See June 3 H’g Tr. at 20:5-8 (counsel to 
Oversight Board noting that the certification of the May 2020 Fiscal Plan “was a certification without the Board 
or anyone, for that matter, having enough data to know the crux of the ultimate impact of COVID-19 on the 
economy of Puerto Rico”).  The Committee acknowledges that the projections in the recently certified fiscal 
plan are uncertain, but that is the case for all projections in the Oversight Board’s fiscal plans.  And whether 
new information could result in an improved fiscal outlook is simply unknowable at this time.  What is certain, 
however, is that the Oversight Board has certified, in its best judgment, a fiscal plan for the Commonwealth, 
based on all information available at this time.  That fiscal plan projects there will be no cumulative surplus (in 
nominal dollars) over the next 20 years.   

27  See Aug. 9, 2017 Hr’g Tr. at 165:19-20.   
28   See Defendant’s Reply in Support of Motion to Dismiss Complaint Pursuant to Fed. R. Civ. P. 12(b)(1) and 

12(b)(6), ACP Master, LTD. v. Puerto Rico, Adv. Proc. No. 17-189-LTS (Bankr. D.P.R. Nov. 13, 2017) 
[Docket No. 78] at 5. 
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“incorporates only one priority into Title III:  Bankruptcy Code § 507(a)(2), which grants 

priority to administrative claims.  No other priorities exist in Title III.”29  Accordingly, the 

Oversight Board has consistently taken the position that PROMESA’s directive that the 

Oversight Board respect lawful priorities when certifying a fiscal plan “does not override powers 

to . . . restructure debt in PROMESA.”30  Indeed, even after settling the GO priority issue with 

the GO bondholders, the Oversight Board has continued to argue in the revenue bond litigation 

that “in Title III . . . all nonbankruptcy law requiring full payment of prepetition obligation is 

preempted by bankruptcy law,”31 that “PROMESA Title III recognizes no priority claims other 

than administrative claims provided by Bankruptcy Code section 507(a)(2),”32 and that the 

“caselaw on preemption is extensive and incontestable.”33  In that context, the Oversight Board 

has also made clear that the preemption issue is a pure legal issue that does not require any 

                                                 
29  See Brief of Defendants-Appellees, ACP Master, LTD. v. Puerto Rico, No. 18-1108 (1st Cir. Jul. 2, 2018). 
30  See Brief of Defendants-Appellees, Peaje Inves. LLC v. The Fin. Oversight &Mgmt. Bd. for P.R., No. 17-2165 

(1st Cir.  Apr. 23, 2018). 
31  Supplemental Opposition of Commonwealth of Puerto Rico to Amended PRIFA Bondholder Motion to Lift 

Automatic Stay [ECF No. 10602] [Docket No. 10611] ¶ 2. 
32  Id. ¶ 75. 
33  Id. at 37, n. 39.  See also Opposition of Financial Oversight and Management Board for Puerto Rico to Motion 

of Assured Guaranty Corp., Assured Guaranty Municipal Corp., Ambac Assurance Corporation, National 
Public Finance Guarantee Corporation, and Financial Guarantee Insurance Company for Relief from 
Automatic Stay or, in the Alternative, Adequate Protection [ECF No. 673] [Docket No. 10613] ¶ 87 
(“PROMESA does not recognize that any claim arising from an appropriation statute has priority.  Simply put, 
if statutes purporting to appropriate moneys to instrumentalities are not preempted, they would block any 
possible restructuring.”); Complaint Objecting to Defendants’ Claims and Seeking Related Relief [Docket No. 1 
in Adv. Proc. No. 20-003] ¶¶ 156 -57, 279 (“Any Commonwealth laws purporting to recognize priority claims 
other than those included in PROMESA Title III (and the incorporated Bankruptcy Code provisions) are 
preempted pursuant to PROMESA section 4;” “[n]one of Defendants’ claims qualify for priority under 
PROMESA Title III’s sole priority claim in Bankruptcy Code section 507(a)(2) for administrative expenses;” 
“even if Ambac had a priority under Commonwealth law (not based on a lien), such a priority is not recognized 
in PROMESA Title II”); Complaint Objecting to Defendants’ Claims and Seeking Related Relief [Docket No. 1 
in Adv. Proc. No. 20-005] ¶ 177 (“Neither PROMESA nor the Bankruptcy Code provisions incorporated into 
Title III grant any of Defendants’ unsecured claims any priority over general unsecured claims against the 
Commonwealth.”). 
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discovery.34  It strains credulity that resolving this narrow legal issue now, while the Oversight 

Board is renegotiating a plan of adjustment, somehow jeopardizes discussions with creditors.   

27. More fundamentally though, it is not legally relevant that the Oversight Board 

may hope to conduct these discussions without any potential “interference” from the Committee.  

Whatever the merits of granting a stay of litigation in order to preserve an actual plan settlement 

and allow the Oversight Board to seek confirmation thereof,35 the mere hope that a new 

settlement may be reached at some point in the future is no legal basis to bar the Committee from 

seeking to protect the rights of its constituents (i.e., general unsecured creditors) who, under the 

proposed Plan of Adjustment, effectively would be subordinated to the GO bondholders, even 

though, as the Committee is ready to demonstrate, the alleged GO priority is preempted by Title 

III of PROMESA. 

28. Worse, the indefinite stay sought by the Oversight Board would effectively allow 

it to accomplish indirectly what Title III of PROMESA does not allow it to do directly, namely 

barring a party in interest from pursuing objections to claims.  As noted above, pursuant to 

section 502 of the Bankruptcy Court, every party in interest has the right to object to claims.  

And while section 1106(a)(1) of the Bankruptcy Court may limit that right in a chapter 11 case to 

a debtor in possession or a trustee, that section is not incorporated into Title III of PROMESA. 

                                                 
34  See Opposition of the of Financial Oversight and Management Board for Puerto Rico to Urgent Motion of 

Assured Guaranty Corp., Assured Guaranty Municipal Corp., Ambac Assurance Corporation, National Public 
Finance Guarantee Corporation, and Financial Guarantee Insurance Company to Adjourn Hearing on Motions 
for Relief From Automatic Stay and Extend Deadline for Replies in Support of Motions for Relief From 
Automatic Stay [Docket No. 10958] ¶ 8 (“. . . the requirement to send the revenue streams to PRIFA, HTA, and 
CCDA is inconsistent with the express priorities in Title III and the power of the Oversight Board in Title II to 
determine what to do with the revenues.  Thus, the statutes are preempted.  No discovery can change those 
basic facts.”) (emphasis added). 

35  Even if there is a settlement, a settlement that affects the rights of third party litigants should only be granted in 
rare circumstances.   Indeed, the Supreme Court recognized a long time ago that “[o]nly in rare circumstances 
will a litigant in one cause be compelled to stand aside when a litigant in another settles the rules of law that 
will define the rights of both.”  Landis, v. N. American Co., 299 U.S. 248, 255 (1936).  In such circumstances, a 
stay is appropriate only where the failure to grant one would be “a scandal to the administration of justice.”  Id. 
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29. For all these reasons, the Committee believes that allowing the GO Priority 

Objection to move forward at this time will not cause hardship to the Commonwealth. 

B. Continuing Stay of GO Priority Objection Will Prejudice General Unsecured 
Creditors 

30. At the March 3, 2020 omnibus hearing, the Court also found that the Committee 

had “not demonstrated a countervailing risk of prejudice”36 of staying the GO-PBA issues 

because the Committee retained its right to object to the Plan of Adjustment and also has “the 

opportunity to accept the proposed settlement, and if the Plan is confirmed, receive the 

distributions contemplated thereunder.”37  In the absence of an actual settlement, and given that 

the plan process has been put on indefinite hold, these rights are now illusory.  Continuing to 

stay the GO Priority Objection without offering a clear strategy as to when and how the Plan of 

Adjustment will be presented for confirmation severely prejudices the rights of the Committee 

and general unsecured creditors who are left without any remedy: unable to oppose a non-

existent settlement and unable to press the GO Priority Objection.   

31. In this regard, it is particularly troubling that the stay has now become completely 

divorced from any confirmation timetable.  When the Court granted the stay back in March 

2020, there was not only a plan proposal on the table, but it was also clear that the Oversight 

Board intended to present the plan for confirmation by the end of 2020.  In fact, the Mediation 

Team’s report recommended a detailed schedule as to how to sequence the resolution of legal 

issues leading up to a confirmation hearing by the end of 2020, including a recommendation that 

the disclosure statement hearing take place on June 3, 2020 (which recommendation the Court 

adopted).  While the Mediation Team did not express a view on the Oversight Board’s proposed 

                                                 
36     March 4, 2020 Hr’g Tr. at 216:15-16. 
37  March 4, 2020 Hr’g Tr. at 216:18-20. 
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confirmation schedule (with a confirmation hearing to occur in mid to late October 2020), it 

made clear that it viewed that schedule as “directionally correct.”38  In fact, at the March 3, 2020 

hearing, Judge Houser, the Mediation Team Leader, repeatedly impressed upon the Court the 

need to “start down the confirmation path on a specific schedule” 39 and not “hold up the process 

indefinitely.”40   

32. In short, the stay was not merely premised on the existence of a plan settlement, 

but also on the prospect that such settlement would be put before the Court for consideration in 

the near future, so as to allow parties to vote on, object to, and, if confirmed, receive distributions 

under, such plan.  This larger context seems to have now been completely lost on the Oversight 

Board.  While the Oversight Board’s initial request for an adjournment of the disclosure 

statement hearing was styled as “limited,” the Oversight Board has now on two occasions (in the 

May 1, 2020 Status Report and the July 15, 2020 Status Report) sought to further adjourn the 

disclosure statement hearing without any indication as to when the plan process would be 

restarted.  The Oversight Board should not be allowed to use a defunct plan settlement to 

transform what was originally a stay of limited duration into a stay of unlimited duration for as 

long as the Oversight Board desires a settlement and continues talking to creditors.  Indeed, from 

a due process perspective, the continued imposition of an indefinite stay, for which the 

underlying factual premise (i.e., a settlement with GO bondholders) is no longer present, is 

effectively a denial of the Committee’s GO Priority Objection. 

33. For all these reasons, continuing to stay the GO Priority Objection will prejudice 

the Committee and the Commonwealth’s general unsecured creditors. 

                                                 
38  Amended Report and Recommendation of the Mediation Team [Docket No. 10756] at 24. 
39  March 4, 2020 Hr’g Tr. at 73:21-22. 
40  March 4, 2020 Hr’g Tr. at 73:8-10. 
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C. Continuing Stay of GO Priority Objection Does Not Represent Most Economical 
Use of Party and Judicial Resources 

34. The Court previously observed that in light of the Oversight Board having 

proposed to resolve the GO-PBA issues through a settlement embedded in the Plan of 

Adjustment, “it is not prudent to continue litigating GO-PBA issues that will be resolved if the 

Plan of Adjustment is ultimately confirmed.”41  As noted above, given the Commonwealth’s 

current fiscal outlook, the plan settlement with the GO bondholders is now effectively dead.  It is 

thus inevitable that substantial modifications will need to be made to the Plan of Adjustment, 

which will require renewed negotiations with the Commonwealth’s creditors.  Thus, whatever 

the savings may have been of staying litigation in light of a pending plan settlement, in the 

absence of such a settlement any such savings are speculative.   

35. In any event, the Committee is not seeking to lift the stay as to all GO-PBA 

issues, but only the GO Priority Objection.  As noted, that objection raises a narrow and discrete 

legal issue that will not require any discovery, and, accordingly, the Committee believes that this 

matter can be teed up and resolved in a timeframe of no more than a few months.  Nor would 

litigation of the GO Priority Objection “compete” with resources that would otherwise be spent 

on the plan confirmation process, as that process is currently on pause.  Indeed, resolving the GO 

Priority Objection during this pause could provide much-needed clarity to advance plan 

negotiations. 

CONCLUSION 

36. What was initially framed as a request for “limited” adjournment has now 

transformed, in effect, into an indefinite pause of the plan process.  The Committee does not 

object to such a pause—to the contrary, the Oversight Board should take the appropriate time to 

                                                 
41  March 4, 2020 Hr’g Tr. at 216:2-4. 
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evaluate its options in light of the changed circumstances.  However, in the absence of a 

settlement with GO bondholders, the Committee submits that the stay should be lifted at this 

time to allow the Committee to pursue its GO Priority Objection.  

NOTICE 

37. Notice of this Motion has been provided to the following entities, or their counsel, 

if known: (i) the U.S. Trustee; (ii) the Office of the United States Attorney for the District of 

Puerto Rico; and (iii) all parties that have filed a notice of appearance in the above-captioned 

Title III cases. 

[Remainder of page intentionally left blank.] 
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WHEREFORE, the Committee respectfully requests that the Court enter an order, 

substantially in the form attached hereto as Exhibit A, granting the relief requested herein and 

granting such other and further relief as the Court deems just and proper. 

Dated: July 19, 2020 
 

By:   /s/ Luc A. Despins                      .            
 
PAUL HASTINGS LLP 
Luc A. Despins, Esq. (Pro Hac Vice) 
Nicholas A. Bassett, Esq. (Pro Hac Vice) 
G. Alexander Bongartz, Esq. (Pro Hac Vice) 
200 Park Avenue  
New York, New York 10166 
Telephone:  (212) 318-6000  
lucdespins@paulhastings.com  
nicholasbassett@paulhastings.com 
alexbongartz@paulhastings.com 
 
Counsel to the Official Committee of Unsecured 
Creditors  
 
By:    /s/ Juan J. Casillas Ayala                    .            
 
CASILLAS, SANTIAGO & TORRES LLC 
Juan J. Casillas Ayala, Esq. (USDC - PR 218312) 
Israel Fernández Rodríguez, Esq. (USDC - PR 225004) 
Juan C. Nieves González, Esq. (USDC - PR 231707) 
Cristina B. Fernández Niggemann, Esq. (USDC - PR 
306008) 
PO Box 195075 
San Juan, Puerto Rico 00919-5075 
Telephone: (787) 523-3434 Fax: (787) 523-3433 
jcasillas@cstlawpr.com 
ifernandez@cstlawpr.com 
jnieves@cstlawpr.com 
cfernandez@cstlawpr.com 
 
Local Counsel to the Official Committee of Unsecured 
Creditors 
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UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF PUERTO RICO 

------------------------------------------------------------------------- x  
 :  
In re: :  
 :  
THE FINANCIAL OVERSIGHT AND : PROMESA 
MANAGEMENT BOARD FOR PUERTO RICO, : Title III 
 :  

 as representative of : Case No. 17-BK-3283 (LTS) 
 :  
THE COMMONWEALTH OF PUERTO RICO, et al., :

:
(Jointly Administered) 

 :  
Debtors.1 :  

------------------------------------------------------------------------- x  

ORDER GRANTING URGENT MOTION OF OFFICIAL COMMITTEE OF                         
UNSECURED CREDITORS TO LIFT STAY TO ALLOW COMMITTEE TO               

PURSUE OBJECTION TO GO PRIORITY  

This matter is before the Court on the Urgent Motion of Official Committee of Unsecured 

Creditors to Lift the Stay of the GO Claim Priority Objection (the “Motion”).2  Upon 

consideration of the Motion, the accompanying papers and pleadings, any oppositions thereto, 

and argument thereon, and the Court having found and determined that: (i) the Court has 

jurisdiction to consider the Motion and the relief requested therein pursuant to sections 306(a) of 

PROMESA and Bankruptcy Rule 3013, as incorporated by section 310 of PROMESA; (ii) venue 

is proper before this Court pursuant to PROMESA section 307(a); (iii) due and proper notice of 

                                                 
1 The Debtors in these Title III cases, along with each Debtor’s respective Title III case number and the last four 

(4) digits of each Debtor’s federal tax identification number, as applicable, are the (i) Commonwealth of Puerto 
Rico (Bankruptcy Case No. 17-BK-3283 (LTS)) (Last Four Digits of Federal Tax ID: 3481); (ii) Puerto Rico 
Sales Tax Financing Corporation (“COFINA”) (Bankruptcy Case No. 17-BK-3284 (LTS)) (Last Four Digits of 
Federal Tax ID: 8474); (iii) Puerto Rico Highways and Transportation Authority (“HTA”) (Bankruptcy Case 
No. 17-BK-3567 (LTS)) (Last Four Digits of Federal Tax ID: 3808); (iv) Employees Retirement System of the 
Government of the Commonwealth of Puerto Rico (“ERS”) (Bankruptcy Case No. 17-BK-3566 (LTS)) (Last 
Four Digits of Federal Tax ID: 9686); (v) Puerto Rico Electric Power Authority (“PREPA”) (Bankruptcy Case 
No. 17-BK-4780 (LTS)) (Last Four Digits of Federal Tax ID: 3747); and (vi) Puerto Rico Public Buildings 
Authority (“PBA”) (Bankruptcy Case No. 19-BK-5233 (LTS)) (Last Four Digits of Federal Tax ID: 3801) 
(Title III case numbers are listed as Bankruptcy Case numbers due to software limitations). 

2  Capitalized terms used but not defined herein shall have the meanings ascribed to them in the Motion. 
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this Motion has been provided under the particular circumstances and no other or further notice 

need be provided; and (iv) good cause having been shown, it is hereby ORDERED that: 

1. The Motion is granted as set forth herein. 

2. The Stay Order is hereby modified so as to allow the Committee to continue to 

pursue the GO Priority Objection. 

3. The terms and conditions of this Order shall be immediately effective and 

enforceable upon its entry. 

4. This Court retains jurisdiction to hear and determine all matters arising from the 

implementation of this Order. 

Dated: __________________, 2020 

 
___________________________________ 
HONORABLE LAURA TAYLOR SWAIN 
UNITED STATES DISTRICT JUDGE 
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2020-07-19 13:50:36

Puerto Rico
BREAKING: Oversight Board Unanimously Certifies 2020 Commonwealth Fiscal Plan

Wed 05/27/2020 12:28 PM

Relevant Document:
Fiscal Plan (Draft)

During its 18th public meeting this morning, the PROMESA oversight board unanimously certified a
new fiscal plan for the commonwealth government that projects an $8 billion surplus between 2020
and 2032, a 65% reduction from the projected $23 billion surplus during that timeframe contained in
the previous fiscal plan.

The new plan, which factors in the economic impact of the Covid-19 pandemic, also pauses for a year
planned reductions of commonwealth subsidies for island municipalities and the University of Puerto
Rico, as well as budget reductions at commonwealth government agencies.

During the meeting, PROMESA oversight board Executive Director Natalie Jaresko continued to
decline to address the impact of the projections on the proposed commonwealth plan of adjustment.
Jaresko said that parties are aligned that Puerto Rico should exit bankruptcy as soon as possible and
said that the oversight board would use the fiscal plan to work with the governor, the Title III court-
appointed mediation team and creditors to determine next steps.

Board member Arthur González said that the oversight board hopes to refocus on debt restructuring
as soon as possible. Board member David Skeel said he believes the framework of the proposed plan
of adjustment still provides the best framework for a confirmable plan of adjustment.
 
More to come...

This publication has been prepared by Reorg Research, Inc. or one of its a iliates (collectively, “Reorg”) and is being provided to the recipient in connection with a
subscription to one or more Reorg products. Recipient’s use of the Reorg platform is subject to Reorg’s Terms of Use or the user agreement pursuant to which the
recipient has access to the platform (the “Applicable Terms”). The recipient of this publication may not redistribute or republish any portion of the information
contained herein other than with Reorg’s express written consent or in accordance with the Applicable Terms. The information in this publication is for general
informational purposes only and should not be construed as legal, investment, accounting or other professional advice on any subject matter or as a substitute for
such advice. The recipient of this publication must comply with all applicable laws, including laws regarding the purchase and sale of securities. Reorg obtains
information from a wide variety of sources, which it believes to be reliable, but Reorg does not make any representation, warranty, or certification as to the materiality
or public availability of the information in this publication or that such information is accurate, complete, comprehensive or fit for a particular purpose. Recipients
must make their own decisions about investment strategies or securities mentioned in this publication. Reorg and its o icers, directors, partners and employees
expressly disclaim all liability relating to or arising from actions taken or not taken based on any or all of the information contained in this publication. © 2020 Reorg.
All rights reserved. Reorg® is a registered trademark of Reorg Research, Inc.

© Copyright 2012 - 2020
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Puerto Rico
Oversight Board Certifies 2020 Fiscal Plan With Sharply Narrower Projected Surplus,
Discusses Importance of Title III Exit

Wed 05/27/2020 16:51 PM

Relevant Documents:
Press Release 
Certified 2020 Commonwealth Fiscal Plan 

During its 18th public meeting today, the PROMESA oversight board certified a new fiscal plan for the
commonwealth government that projects an $8 billion surplus available for debt service between
2020 and 2032, down 65% from the $23 billion surplus projected during that time frame under the
previous plan that was certified in May 2019.

Oversight board Executive Director Natalie Jaresko and oversight board members acknowledged the
“severe” impact of the Covid-19 pandemic and recent natural disasters on Puerto Rico’s economy
and public finances but did not directly address how the new economic projections will impact on the
proposed commonwealth plan of adjustment. The oversight board officials championed the plan of
adjustment proposal as an “important milestone” in Puerto Rico’s efforts to exit bankruptcy and said
the fiscal plan would be used “to determine next steps” in the process in discussions between the
oversight board, the commonwealth, creditors and court appointed mediators.

During the meeting, Jaresko also announced that progress is being made in the commonwealth’s
public-private partnership program and said an important announcement is expected later this
summer on the planned concession of the Puerto Rico Electric Power Authority’s grid. Jaresko and
legal counsel Jaime El Koury also discussed oversight efforts related to the commonwealth’s
contracting processes during the Covid-19 emergency and said the oversight board’s contracts
review office and policy would be expanded to bolster supervision in this area.

The oversight board officials concurred that progress has been made on making the commonwealth
government more affordable and eliminating past deficit spending, but said that commonwealth
officials have lacked the political will to enact sweeping reforms and fiscal adjustments that would
transform government and spur economic growth.

The new fiscal plan, which factors in the economic impact of the Covid-19 pandemic, delays for a
year planned reductions of commonwealth subsidies for island municipalities and the University of
Puerto Rico, as well as budget reductions at commonwealth government agencies. However, the
fiscal plan also contains a series of ongoing reforms that the commonwealth needs to execute in
order to return to economic growth, according to the oversight board.

In an opening statement, oversight board Chairman José Carrión said that prior to the Covid-19
pandemic, Puerto Rico "seemed to be headed in the right direction" as the island showed signs of
recovering from recent natural disasters. "Revenue and unemployment projections were promising,
and with 60% of creditors behind the filed plan of adjustment, the end of bankruptcy for Puerto Rico
and renewed opportunity for its people seemed within reach." However, he said the "worst public
health crisis in 100 years" has changed that and requires the oversight board "to take a huge step
back to analyze to the best of our abilities, the fiscal, social and economic effects of Covid-19 in order
to find the most realistic and viable path forward as required by the law."

“It is simply not possible to say how long this crisis will last or what Puerto Rico’s full recovery will
look like, but it is imperative to have a plan in place and act on it to move forward and in the right
direction,” Carrión added.
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Debt Restructuring

Jaresko reiterated that the adjournment of the Title III court processes around the plan of adjustment
remains the right call during the Covid-19 crisis and declined to look ahead at potential impacts on
the debt restructuring. She signaled that “advisor-to-advisor” and some direct communication
between the oversight board and creditors is ongoing and cited a shared understanding on the
importance of getting Puerto Rico out of Title III, adding that “it is going to require some effort in the
new environment to identify that solution.”

Oversight board member David Skeel said the expanded plan support agreement reached in February
- which incorporated deals with certain bondholders groups, unions and the official retirees
committee - could still serve as the “starting point” for a renewed restructuring effort.

“In my view, as I’ve said before, the PSA was far from perfect, but the PSA had and has widespread
creditor support. I believe that the framework of the PSA is still likely to be the best starting point for
a confirmable plan of adjustment and that we need to turn back to it as soon as the current crisis
eases,” he said.

Skeel expressed disappointment that a commonwealth debt restructuring may not be completed
during his tenure on the oversight board but added that he has “not completely given up hope” that a
plan of adjustment will be confirmed while he is still there. “But even if it isn't, our job, in my view, is
to leave as strong a foundation as possible so that the new board will be able to quickly finish the
task.”

Skeel said that he “fully expected” Puerto Rico would have emerged from Title III by now were it
not for hurricanes, the resignation of a governor, earthquakes and Covid-19.

“What is important is that Puerto Rico desperately needs to restructure its debt and move on. Most of
the island’s creditors have not been paid in at least four years and at some point it’s only fair that
creditors get paid at least part of what they are owed,” Skeel said. “Puerto Rico will not truly begin to
recover and see the first glimmers of economic prosperity again until it emerges from Title III.”

Skeel pointed to PROMESA’s requirement that an oversight board will remain in place until the
commonwealth posts four straight years of balanced budgets that include debt service. “So you, the
people of Puerto Rico, also won’t be able to start dreaming of life without the oversight board until
Puerto Rico emerges from Title III,” he said.

Oversight board member Judge Arthur González provided an update on the status of the
commonwealth debt restructuring process that has been put on hold to focus on combating the
Covid-19 crisis and echoed the importance of emerging from Title III. “Puerto Rico must turn the
corner to allow businesses to invest, the economy to grow and the population to prosper,” Judge
González said, adding his “hope that we can refocus our attention on the debt restructuring efforts
sometime in the near future.”

Oversight board member José Ramón González said the fiscal plan’s structural reform requirements
are “truly independent of future debt service, if any, for the commonwealth.”

Puerto Rico Fiscal Agency and Financial Advisory Authority Executive Director Omar Marrero, Gov.
Wanda Vázquez’s nonvoting representative on the oversight board, also shed light on the
administration's debt restructuring views during his presentation of the government’s proposed
fiscal plan.

Marrero said the government “strongly believes” that the oversight board, in light of the Covid-19
pandemic’s impact on macroeconomic assumptions, will have to reconsider a plan of adjustment
that is “not feasible” and that “needs to be reevaluated and substantially revised.” He signaled that a
reworked plan is “obviously subject to additional bondholder concessions” and improved relative
treatment of public pensioners, adding that it should take into account “uncertainties” sparked by
the Covid-19 pandemic and, among other things, the need to stem outmigration, curb poverty and
“reinvest” in the island.
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Marrero said it is “vital” for Puerto Rico to emerge from Title III “as quickly and efficiently as
possible,” adding that “delaying indefinitely is not an option” as bankruptcy has “held Puerto Rico
back.” He noted that in the past, the oversight board has proposed a “once and done” approach to
Puerto Rico’s debt restructuring and said the commonwealth fully supports such an approach.

The AAFAF chief said that any remaining disagreements between the government and the oversight
board over debt restructuring are “public policy issues” that likely can be “reconciled.”

Reforms and Fiscal Adjustments

During a press conference following the meeting, Jaresko outlined some of the “core misalignments”
between the oversight board’s certified budget and the commonwealth proposal but said the
commonwealth and oversight board reached consensus on about 90% of issues.

Jaresko said the commonwealth plan softened fiscal reforms and efficiency initiatives at government
agencies and further delayed or eliminated required structural reforms. The commonwealth plan also
assumed the inclusion of federal Medicaid funding beyond and would have diverted additional money
to municipalities. The commonwealth plan also failed to include pension reductions and proposed
increases in pension payments without identifying the funding.
Following the meeting, the oversight board released a copy of a 12-page letter sent on March 13 to the
governor that detailed “certain significant revisions and additional supporting information” required
for the fiscal plan to be certified.

The oversight board noted that the new certified fiscal plan provides for a $6 billion investment
through 2025 in health care, public education, public safety and broadband technology. This
investment will also fund an oversight board-commissioned study for the private sector and the
government “to define a comprehensive and actionable plan to reactivate the manufacturing sector
in Puerto Rico” and to create a $750 million working capital fund to facilitate federally funded
reconstruction efforts.

The oversight board cites the following initiatives as priorities under the 2020 fiscal plan:
 

Puerto Rico Education Department: Implementation of a back to school plan, a time and
attendance reporting policy for all employees, record daily student attendance, efficiently
manage its student-teacher ratio by observing its own staffing policies, and generate savings
through improved procurement and more transparent accounting.
 
Puerto Rico Health Department: Focus on core health care services by saving money through
centralized procurement of supplies across agencies and public hospitals, develop an action
plan for telehealth, consolidate regional Medicaid offices, improve hospital management, and
merge the Health Insurance Administration, or ASES, into the department.
 
Puerto Rico Department of Public Safety: Move more officers from administrative positions to
the field so they can better serve residents, and reduce overtime with better time management,
fully consolidate the back office.
 
Puerto Rico Department of Corrections and Rehabilitation: Generate savings through improved
procurement and analyze the utilization of facilities given the decline in the prison population.
 
Puerto Rico Department of Economic Development: Finalize the consolidation of the Puerto
Rico Tourism Company and consolidate the Planning Board into the department, renegotiate
procurement contracts, and publish quarterly reports of economic incentives.
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subscription to one or more Reorg products. Recipient’s use of the Reorg platform is subject to Reorg’s Terms of Use or the user agreement pursuant to which the
recipient has access to the platform (the “Applicable Terms”). The recipient of this publication may not redistribute or republish any portion of the information
contained herein other than with Reorg’s express written consent or in accordance with the Applicable Terms. The information in this publication is for general
informational purposes only and should not be construed as legal, investment, accounting or other professional advice on any subject matter or as a substitute for
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2020-07-19 13:52:47

Puerto Rico
Coronavirus Impact
Oversight Board Stresses Covid-19 Focus as Carrión Foresees Changes to Plan of
Adjustment as ‘Currently Structured’

Tue 03/24/2020 21:15 PM

The PROMESA oversight board stressed in an emailed statement Tuesday night that its current focus
is on supporting the Puerto Rico government’s Covid-19 response effort, noting that it has moved to
adjourn the June 2020 disclosure statement hearing, which represents the next step toward
confirmation of a commonwealth plan of adjustment, and reiterating that its annual review of the
fiscal plan, and the potential impacts on it from the crisis, remain a work in progress given “ongoing
major uncertainties.”

Tuesday’s statement followed a local radio interview Tuesday morning with the oversight board’s
chairman, José Carrión, who anticipated that the commonwealth plan of adjustment would be
reworked in light of the Covid-19 crisis, saying the oversight board is re-evaluating the plan it filed
in the Title III court, including its contemplated public pension cuts. “Puerto Rico is facing very heavy
situations and everything is on the table,” Carrión said. “That’s why we halted the issue and are re-
evaluating everything, including the debt cut and, to be frank, also looking at the pension issue,” he
said, adding that he “personally” is not inclined to “address any type of pension cuts at this time.”
The oversight board statement noted that Carrión’s pension stance was made in his personal
capacity.

The oversight board chairman noted that the proposed plan of adjustment would cut Puerto Rico’s
debt load by 70% from $35 billion to $11 billion. “However, everything is on the table,” he said,
adding later that “things have changed materially” and that he doesn’t “see” the commonwealth
plan of adjustment moving forward as “currently structured.” Carrión voiced an understanding that
the majority of the oversight board would “share” his understanding that “everything has to be re-
evaluated including the debt cut and the pension issue.”

As noted above, the oversight board in its statement addressed Carrión’s statements from earlier in
the day, explaining that “Chairman José Carrión today expressed his personal view on the pension
cuts agreed to under the Commonwealth Plan of Adjustment.”

In the emailed statement, the oversight board said its “singular focus right now is on supporting the
Government of Puerto Rico in helping to protect the people from the COVID-19 virus, and to
minimize and contain the pandemic.” As part of its statement, the oversight board also pointed to its
request Monday that the Title III court “adjourn the proposed Plan of Adjustment’s disclosure
hearing until further notice.” As previewed in a press release over the weekend and noted above, the
oversight board on Monday filed its motion seeking to adjourn the DS hearing along with certain
related deadlines.

On Monday, the oversight board announced it has authorized the Puerto Rico government to use
another $787 million “to fight the COVID-19 emergency” in addition to the $160 million from the
Emergency Reserve fund already authorized. The announcement came in a press release after Gov.
Wanda Vázquez presented an “initial package” of short-term economic and fiscal measures amid the
ongoing Covid-19 emergency.

Echoing a previous statement by Natalie Jaresko, the oversight board’s executive director, Tuesday’s
statement reiterated the board “is in the process of reviewing the Fiscal Plan, as it does every year to
update it with current data, and, of course, will take the reality of the potential effect of the COVID-19
crisis into account. Given the ongoing major uncertainties, the Oversight Board has not completed
that review.”
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Carrión Interview

In the radio interview, Carrión was asked whether Puerto Rico has enough money on hand to address
the Covid-19 crisis and the economic side effects of efforts to curb it spread as established in a March
15 emergency declaration by Vázquez.

Carrión said that thanks to budget “discipline” followed in the past three fiscal years, Puerto Rico has
“funds to confront this crisis” and “invest in our economy and our people,” noting that the
commonwealth’s ramp up in Covid-19 spending appears to outpace the states. “Thankfully, we have
the money and we are taking a prudent position in light of the situation we're facing so we can
continue to do so.”

Carrión reiterated that the oversight board will continuously evaluate the impact of the Covid-19
pandemic on Puerto Rico’s economy, pointing to word that Vázquez may extend her emergency
declaration into April, and the federal government’s response as it applies to Puerto Rico. He said the
$787 million in measures approved Monday were designed to “supplement” an anticipated federal
response package that remains under negotiation in Congress. The oversight board said of the $787
million approved Monday for Covid-19 response, around $250 million came from “savings” from
unspent budgeted money and $540 million represents “new spending.”

The oversight board chairman said $4.6 billion has been “budgeted” and is “on the agenda” for debt
restructuring under the plan of adjustment and fiscal plan, which would include money for
bondholders, pensioners and other creditors covered by the plan of adjustment. “That is a lot of
money,” he said.

Asked whether that $4.6 billion mark is what is on hand, Carrión said there is “much more” in Puerto
Rico government bank accounts, which top $17 billion. “But not all of that money is available,”
Carrión said, adding that more than $10 billion has been committed for purposes of Title III or federal
matters that require legislation and the rest is divided between normal government operations.

“So what would be available to pay debt is currently somewhere between $4 bilion and $4.6 billion,”
he said. “That is what is established in the fiscal plan and the plan of adjustment regarding how
much debt can be paid,” he added.

Pointing to the oversight board’s move to “postpone” the plan of adjustment process, Carrión said
Puerto Rico “is facing a situation of such magnitude that everything has to be re-evaluated, and that
also implies you have to re-evaluate the amount of debt we pay and the entire plan of adjustment.”
He added: “That remains to be seen. We are taking a prudent approach on the economic impacts and
the federal response, but all of those matters are yet to be determined.”

Carrión was asked whether the interest of Puerto Rico should come before debt payments amid the
Covid-19 crisis. “The answer is, ‘Yes.’ It doesn’t take a business genius to understand this could be
beneficial to Puerto Rico in that respect despite the tragedy,” he said, adding that the “logical
implication is that the Puerto Rico we live in, and its capacity to pay debt, is not the same as it was a
week ago.”

Carrión stressed that supporting the commonwealth’s Covid-19 response is the oversight board’s
prime area of focus at the moment. “We are aligned and working together for the benefit of the
people of Puerto Rico. That’s our current goal, to help the Puerto Rico government confront the
crisis,” he said.

“The dynamic has changed completely. This isn’t the same Puerto Rico, it's not the same scenario
and one has to adjust to that reality,” said Carrión.

-- Kevin Mead, John Marino
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Commonwealth of Puerto Rico Title III Case:
Plan Support Agreement

DRA

February 9, 2020
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The Financial Oversight and Management Board for Puerto Rico ( “FOMB” or “Board”) has reached a new and 
more favorable Plan Support Agreement (“PSA”)

 This PSA modifies the September 2019 Plan of Adjustment (“Initial PoA”) with regard to several factors:

– Lower Debt Service Payments: Decrease of $4.8 billion in debt service relative to Initial PoA

– More Rapid Deleveraging: Debt maturity limited to 20 years versus 30 years in Initial PoA

– Additional Support: Increase from ~$3 billion in support to ~$8 billion of creditor support

Executive Summary: Plan Support Agreement Highlights

Initial Plan of Adjustment
(9.27.19)

Plan Support Agreement (“PSA”)
(2.9.20)

Total Consideration in 
Plan of Adjustment

 $14.677 billion  $14.478 billion

Reduction of Total 
Liabilities

 $23 billion reduction of $35 billion in liabilities, a 
66% decrease

 $24 billion reduction of $35 billion in liabilities, a 
70% decrease

Total Debt Service (incl. 
COFINA)

 Reduction from $90.4 billion to $44.6 billion, a 51% 
decrease

 Reduction from $90.4 billion to $39.7 billion, a 56% 
decrease

New Debt  Maximum of $11.8 billion  $10.7 billion

Security Structure  100% GO  50% GO / 50% COFINA Jr.

Max. Annual Debt Service 
(incl. COFINA)

 $1.5 billion, down from $4.2 billion, a 64% decrease  $1.5 billion, down from $4.2 billion, a 64% decrease

PSA Fee for 
Retail Holders

 None
 $50 million set aside so that retail holders are 

treated equally to PSA parties
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 The Commonwealth of Puerto Rico (the “Commonwealth”) filed for a Title III proceeding on May 3, 2017

– About $35 billion of funded bond debt and unsecured claims and $55 billion in pension obligations are expected to be 
adjusted through a Commonwealth Plan of Adjustment

 Puerto Rico has suffered an economic and demographic decline, as detailed in the 2019 Fiscal Plan for the Commonwealth

– Relative to 2005, the economy is $16 billion smaller (in real terms) and the population has fallen by more than half a 
million

 Several natural disasters hit the island, causing unprecedented and catastrophic damage to Puerto Rico

– Hurricane Irma and Maria hit the island in September 2017, causing over $100 billion in damage, more than Puerto 
Rico’s annual GNP

– While federal emergency funds provided a temporary boost in economic activity post-Hurricane Maria, economic 
fundamentals have remained fragile; the 2019 Fiscal Plan proposes a series of structural reforms to improve Puerto 
Rico’s economic trajectory

– Ongoing seismic swarm since January 2020 resulting in tens of billions of dollars in estimated damage

 On September 27, 2019, the FOMB filed the initial Plan of Adjustment (the “PoA”) and an initial Disclosure Statement

– Put the Commonwealth on a path to emerge from Title III with a sustainable capital structure

– Began the process of restoring future access to the capital markets

 Since filing the initial PoA, the FOMB, and GO/PBA creditors have continued to engage in mediation and entered into a Plan 
Support Agreement (“PSA”)(1)

– Significantly increases creditor support and minimizes both litigation and confirmation risk

– The FOMB expects to file an amended Plan of Adjustment consistent with the PSA, on or before February 28th

Plan Support Agreement: Overview and Background

(1) The Initial Plan Support Agreement (the “initial PSA”) of May 2019 was terminated upon joint agreement and is of no force and effect.

3

Case:17-03283-LTS   Doc#:13726-5   Filed:07/19/20   Entered:07/19/20 22:38:44    Desc:
Exhibit E   Page 4 of 16



 Covers over 300,000 active and retired employees and their beneficiaries who are participants of Employees 
Retirement System (ERS), Teachers Retirement System (TRS), or Judiciary Retirement System (JRS)

 In 2016, when Congress passed PROMESA, the Commonwealth owed Puerto Rican retirees over $50 billion in 
pension benefits that were unfunded

Impact on Pensions

 Pensions of approximately 75% of current and future retirees unaffected

 Pensions of <$1,200 a month unaffected

 Medical insurance benefits unaffected

 No individual will have their monthly retirement benefit reduced by more than 8.5%(1)

Pension Reserve Fund

 An independently managed pension reserve fund (“Pension Reserve”) will be established to 
ensure sufficient funds for pension benefits

 The Pension Reserve will receive contributions from the Commonwealth cash surpluses 
projected in the Fiscal Plan

 Based on Fiscal Plan projections, the Pension Reserve is forecasted to receive ~$6 billion in 
contributions from the Commonwealth over the next eight years

Pension Benefit Restoration

 In any of the next 15 years, if the Commonwealth generates a higher cash budget surplus than 
projected per the Fiscal Plan, retirees will receive 10% of the surplus in additional cash

 That portion of the surplus will be paid to retirees up to the amount that retirees’ original 
pension benefit was reduced

 In years during which the Commonwealth’s fiscal situation is better than expected, original
pension payments would effectively be restored

The PSA does not change treatment afforded to pensioners as part of the agreement negotiated and signed with the Official 
Committee of Retirees.

Summary of Pension Benefit Terms

4

(1) Only benefits accrued prior to May 4, 2017 are subject to reduction. Benefits accrued on and after May 4, 2017 are unaffected.
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Financial
Sustainability and 

Market Access

 Sets a sustainable capital structure for the Commonwealth in the future by limiting 
overall tax-supported debt service (inclusive of COFINA Senior) to below the 
average debt service of the top-10 most indebted U.S. states; less than 9% from
28% previously

 Restructured Commonwealth debt service (excludes COFINA Senior) is limited to 20 
years, instead of 30 years, and declines significantly over time

 PSA and PoA will provide for the implementation of sound debt management 
policies, including a cap on overall tax-supported debt

 Plan shall provide clarity for the Commonwealth and market participants on 
resolution of the Commonwealth’s Title III proceedings and begins the process of 
restoring access to the capital markets

Deleveraging

 The PSA reduces maximum annual tax-supported debt service inclusive of COFINA 
from $4.2 billion to $1.5 billion, a reduction of $2.7 billion

 The plan shall provide bondholders and creditors with blended overall recoveries 
on $35 billion of Commonwealth claims of 41.3% (excluding recoveries from non-
tax supported entities)(1)

Plan Support Agreement: Key Highlights

(1) Excludes PSA Fee. Excludes recoveries from ERS Own-Source assets.
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Bond-Related
Litigation

 The Initial PSA included a litigation trust and process to continue litigating the 
validity of the bonds issued in and after 2011

 The FOMB, through the mediation process, has reached a settlement on both the 
validity of the post-2011 GO bonds and on the priority of the GO bonds, realizing 
substantial savings for the Commonwealth

– Priority litigation: FOMB has realized $6.8 billion in total upfront savings 
and $11.0 billion of total debt service savings(1)

– Validity litigation: FOMB has realized $435 million in total upfront savings 
and $704 million of total debt service savings(2)

 Moreover, reaching a settlement with the GO holders serves to protect the funding 
of the pension trust and the ongoing payments to retirees

 Notwithstanding the settlement of GO priority and validity litigation, the Board 
continues to pursue validity litigation with respect to other claims

– ERS Bonds: $3.1 billion

– Clawback Bonds: $8.1 billion

– Third Party Claims: Claims against underwriters and other avoidance actions

Plan Support Agreement: Key Highlights

(1) Includes the benefit of discounts received pursuant to the invalidity litigation. 
(2) Represents consideration that would have been paid to bondholders had discounts – per the settlement in lieu of litigation – not been applied.
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GO D/S COFINA Jr. D/S COFINA Sr. D/S

The Plan Support Agreement, together with the COFINA Plan of Adjustment, successfully achieves a sustainable capital 
structure by reducing total tax-supported debt service from $90.4 billion to $39.7 billion from FY17 to FY49.

Plan Support Agreement: Pre-Petition Debt Service Comparison

COMMONWEALTH PRE-PLAN DEBT SERVICE
($ in millions)

The PSA reduces maximum 
annual tax-supported debt 
service inclusive of COFINA 

Senior from $4.2 billion to $1.5 
billion, a reduction of $2.7 

billion.
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The Plan Support Agreement reduces debt service from 30 years as contemplated in the filed Plan of Adjustment to 20 
years, providing the Commonwealth with significant financial flexibility in the long-term.

Plan Support Agreement: Reduction in Maximum Maturity
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GO COFINA Jr. Reduction in Debt Service

$4.8 billion of debt service 
over FY40 - FY49 is 

eliminated in the Plan 
Support Agreement.

($ in millions)

The restructured debt is split into 
50% General Obligation bonds and 

50% COFINA Jr. bonds. This structural 
change facilitated eliminating the last 

10 years of cash flows.
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 The PSA provides a framework for a Plan of Adjustment with $10.7 billion of new debt and $3.8 billion of cash as 
consideration for ~$35 billion in Commonwealth debt and unsecured claims

 Validity of the 2011, 2012, and 2014 bonds is settled via discounts to pre-2011 recoveries

– Discounts resulting from the settlement provide benefit to the Commonwealth in the amount of $435 million

Plan Support Agreement: Bondholder Recoveries

($ in billions)

Claim(1)

Recovery(1)

(Claims as of relevant Petition Date)
Recovery(1)

(Claims as of Deemed Issuance Date)(2)

All Creditors ~$35  41.3% blended recovery(3)(4)
 37.4% blended recovery(3)(4)

Pre-2011 GO $5.8  74.9%  65.8%

2011 GO (Series D / E / PIB) $0.6  73.8%  64.3%

2011 GO (Series C) $0.5  70.4%  61.1%

2012 GO $2.9  69.9%  62.2%

2014 GO $4.2  65.4%  54.1%

Pre-2011 PBA $2.7  77.6%  76.0%

2011 PBA $1.3  76.8%  75.2%

2012 PBA $0.7  72.2%  70.9%

ERS, Clawbacks, and Other ~$16  ~3%(4)
 ~3%(4)

(1) Claim amounts are preliminary and subject to material revision. Recoveries exclude potential recoveries from non-Commonwealth entities and are shown on the basis of par + accrued interest.
(2) Includes post-petition interest through March 1, 2020.
(3) Includes PSA Restriction Fee and Consummation Costs.
(4) Excludes any potential recoveries from assets currently at ERS (approximately $1.2 billion). Amounts are subject to further diligence and material revision. Assets remain subject to ongoing litigation. 
(5) Assumes 90% and 100% of uninsured and insured claims vote, respectively.

Denotes an uninsured class with >65% support(5) Denotes an uninsured class with >40% support(5)
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APPENDIX: ADDITIONAL DETAIL 
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($ in millions)
Initial Plan of Adjustment

(9.27.19)
Plan Support Agreement

(2.9.20)

Total Nominal Consideration
 $14,677 

 $2,900 of Cash
 $11,777 of New Bonds

 $14,478
 $3,809 of Cash
 $10,669 of New Bonds

New Bonds Structure  100% GO
 50% GO
 50% COFINA Jr.

Max Bond Maturity  FY2049  FY2039

True-Interest Cost  5.716%  5.548%

Call Option  7/1/29 Par Call

 Call Schedule:
 July 1, 2030 to June 30, 2031: 103
 July 1, 2031 to June 30, 2032: 102
 July 1, 2032 to June 30, 2033: 101
 July 1, 2033 onwards: 100

Nominal Consideration to
GO / PBA

 $13,393 
 $2,900 of Cash
 $10,493 of New Bonds

 $13,951
 $3,809 of Cash
 $10,142 of New Bonds

% of Total Consideration 
to GO / PBA

 91.3%  96.4%

Deemed Issuance Date  2/29/2020  3/1/2020

Comparison of Key Economic Terms to POA

(1) Represents true-interest cost per Plan of Adjustment debt service calculated on an annual actual/365 basis. 

11

Case:17-03283-LTS   Doc#:13726-5   Filed:07/19/20   Entered:07/19/20 22:38:44    Desc:
Exhibit E   Page 12 of 16



($ in millions)
Initial Plan of Adjustment

(9.27.19)
Plan Support Agreement

(2.9.20)

PSA Restriction Fee and 
Consummation Costs

 Max of $300
 $350 
 Additional $50 retail carve-out

PSA Fee Mechanics

 1.5% for every 120 days to consenting creditors who 
execute PSA within 60 days of initial PSA becoming 
effective

 Not subject to recovery cap 

 Not subject to recovery cap
 PSA creditors as of the earlier of the PSA Threshold 

Attainment and the Joinder Deadline; should claims 
associated with a particular joinder be sold subsequently, 
PSA Fee will accrue to the subsequent purchaser of claims

 PSA Fee to include carve-out for retail holders who vote in 
favor of the plan; PSA Creditors share ratably in any 
unallocated amount of retail carve-out

Consummation Costs
Mechanics

 One time 1.25% fee
 Paid at the Effective Date
 Proposal Creditors
 Not subject to Recovery Cap

 One time 1.25% fee
 Paid at the Effective Date
 Proposal Creditors
 Not subject to Recovery Cap

Discounts  N/A

 2011 (Series D / E / PIB): 0.85%
 2011 (Series C): 2.00%
 2012: 5.00%
 2014: 10.00%

2012/ 2014 Settlement Offer  2012: 45% / 2014: 35%  N/A

GO Recovery Cap  Global 89.4% Recovery Cap, reduced by Excess Cash

 Pre-2011: 74.874%
 2011 Class A: 73.800%
 2011 Class B: 70.401%
 2012: 69.887%
 2014: 68.000%

PBA Recovery Cap  Global 89.4% Recovery Cap, reduced by Excess Cash
 Pre-2011: 77.582%
 2011: 76.810%
 2012: 72.217%

2011 GO Classification
 2011: Series C, Series D, Series E, Public Improvement 

Bonds of 2011

 2011 Class A: Series D, Series E, Public Improvement 
Bonds of 2011

 2011 Class B: Series C

Comparison of Key Economic Terms to POA (Cont’d)
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($ in millions)
Initial Plan of Adjustment

(9.27.19)
Plan Support Agreement

(2.9.20)

Tax-Exempt / 
Taxable Status

 Commonwealth received benefit

 In the event the Government Parties obtain a favorable 
determination from the IRS regarding the ratio of taxable 
bonds prior to the Effective Date, the taxable bonds 
determined to be tax-exempt will have a lower coupon by 
50bps or 37.5 bps for GO and COFINA Jr. bonds, 
respectively.

 If a Favorable Determination occurs subsequent to the 
Effective Date, the affected taxable bonds will be invited 
to exchange their bonds for converted bonds reflecting a 
yield of 25bps lower (similar mechanism to the prior 
exchange of COFINA Bonds in the summer of 2019)

Treatment of OID(1)  For purposes of plan distributions, claims exclude any 
unmatured interest

 Class-level distributions made ratably according to claim 
including unmatured interest (i.e., par plus accrued 
interest)

 Allocation within classes made ratably according to claim 
excluding unmatured interest (i.e., par less unaccreted
OID plus accrued interest)

PBA Settlement  $1,073 of cash(2)
 $1,073 of cash(2)

Comparison of Key Economic Terms to POA (Cont’d)

(1) Capital appreciation bonds (“CABS”) are accreted to the relevant petition date in all cases.
(2) Settlement cash to be provided either through cash currently in PBA accounts or at the Commonwealth.
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Principal and Coupon Summary

($ in millions)

GO COFINA Jr.

Tax-Exempt Taxable Tax-Exempt Taxable

Date Maturity Amort Coupon Maturity Amort Coupon Maturity Amort Coupon Maturity Amort Coupon

7/1/20 $552 $288

7/1/21 891              340              5.750% 425              137              5.000%

7/1/22 325              160              

7/1/23 634              309              5.750% 344              184              5.000%

7/1/24 290              210              

7/1/25 558              269              5.750% 449              239              5.000%

7/1/26 244              269              

7/1/27 461              217              5.750% 570              301              5.000%

7/1/28 187              336              

7/1/29 360              173              5.750% 690              354              5.000%

7/1/30 183              346              

7/1/31 194              337              

7/1/32 206              326              

7/1/33 801              218              6.000% 1,323           314              4.750%

7/1/34 140              91                 206              94                 

7/1/35 147              98                 185              100              

7/1/36 156              105              162              106              

7/1/37 166              112              137              112              

7/1/38 176              120              109              119              

7/1/39 972              187              5.625% 656              129              7.125% 877              78                 4.875% 656              126              6.125%

Total $4,678 $4,678 $656 $656 $4,678 $4,678 $656 $656

Note: totals may not sum due to rounding.

14

Case:17-03283-LTS   Doc#:13726-5   Filed:07/19/20   Entered:07/19/20 22:38:44    Desc:
Exhibit E   Page 15 of 16



Summary of Recoveries to GO / PBA Bondholders

($ in millions)

Consideration Recovery

Claim⁽¹⁾ Cash⁽²⁾ New Bonds Total %

GO:

Pre-2011 GO $5,843 $819 $3,556 $4,375 74.9%

2011 GO (D / E / PIB) 646 89 387 477 73.8%

2011 GO 476 63 273 335 70.4%

2012 GO 2,939 385 1,669 2,054 69.9%

2014 GO 4,182 512 2,222 2,733 65.4%

PBA:

Pre-2011 PBA 2,661 883 1,181 2,065 77.6%

2011 PBA 1,335 441 584 1,026 76.8%

2012 PBA 674 217 270 487 72.2%

Total $18,757 $3,409 $10,142 $13,551 72.2%

(1) Preliminary and subject to material revision. Claims include principal amount of debt plus accrued interest. 
(2) Does not include PSA Restriction Fee or Consummation Costs.
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