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Public Disclosure Release  

 
GOVERNMENT DEVELOPMENT BANK and PUERTO RICO FISCAL AGENCY AND 

FINANCIAL ADVISORY AUTHORITY 
 
 

San Juan – The Government Development Bank for Puerto Rico (“GDB”) and the Puerto Rico Fiscal Agency 
and Financial Advisory Authority (“AAFAF”) announced today that they, along with the Commonwealth of 
Puerto Rico (the “Commonwealth”), had conducted discussions with certain holders and insurers of bond 
indebtedness (including certain holders of senior bond indebtedness issued by the Puerto Rico Sales Tax 
Financing Corporation (“COFINA”), certain holders of general obligation bonds issued by the 
Commonwealth, and a material holder of general obligation bonds and COFINA subordinated bonds) and 
their respective advisors, regarding a potential voluntary exchange transaction related to bond indebtedness 
issued by COFINA and the Commonwealth (the “Transaction”). The discussions were held on a non-public 
basis pursuant to confidentiality agreements entered into between GDB, AAFAF and the negotiating 
creditors. As part of the discussions, GDB, AAFAF and the Commonwealth presented a proposal (the 
“Proposal”) regarding the Transaction to such parties and their respective advisors on June 14, 2016.  
 
The presentation of the Proposal was followed by discussions among GDB, the Commonwealth, AAFAF, 
these creditors and their respective advisors. In response to the Proposal, certain holders of general 
obligation bonds issued by the Commonwealth and certain holders of senior bonds issued by COFINA each 
presented a separate counterproposal regarding bond indebtedness issued by the Commonwealth or 
COFINA, respectively. In response to the proposal received from certain holders of general obligation 
bonds, the Commonwealth presented a counterproposal regarding bond indebtedness issued by the 
Commonwealth. In response to this counterproposal, certain holders of general obligation bonds presented 
a second counterproposal. At this time, the parties have not reached an agreement on the terms of a 
Transaction for COFINA and general obligation bonds, and they are no longer continuing discussions on a 
non-public basis with respect to the Proposal or any counterproposals. 
 
As part of the discussions regarding the Proposal and the counterproposals made by the Commonwealth 
and certain holders, certain confidential information was shared between the Commonwealth and the 
negotiating creditors. The information in this announcement, including the annexes hereto, is being 
disclosed publicly upon the expiration of the confidentiality agreements entered into between GDB and the 
negotiating creditors to comply with the obligation of GDB and AAFAF thereunder. Details of the 
Commonwealth’s Proposal of June 14, 2016 are attached hereto as Annex A. A summary of the 
counterproposal from the Commonwealth of June 17, 2016 in response to the first counterproposal from 
certain holders of general obligation bonds is attached hereto as Annex B. Details of the most recent 
counterproposal from certain holders of general obligation bonds of June 20, 2016 are attached hereto as 
Annex C. Finally, a summary of the most recent counterproposal from certain holders of COFINA senior 
bonds of June 17, 2016 is attached hereto as Annex D.  
   

 
*          *          * 
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Not an Offering of Securities 
 
This statement does not constitute, nor does it form part of, an offer to sell or purchase, or the solicitation of an 
offer to sell or purchase, any securities or an offer or recommendation to enter into any transaction. This 
presentation has been prepared for informational purposes only. Any offer or sale of any security may only be 
made pursuant to the relevant offering documents and binding transaction document and is subject to the 
detailed provisions therein, including risk considerations. Prospective purchasers should obtain a copy of the 
relevant offering materials prior to making any investment decisions.  
 
Forward-Looking Statements 
 
The information included in this statement contains certain forward-looking statements. These forward looking 
statements may relate to the fiscal and economic condition, economic performance, plans and objectives of the 
Commonwealth of Puerto Rico or its agencies or instrumentalities. All statements contained herein that are not 
clearly historical in nature are forward looking.  
 
This statement is not a guarantee of future performance and involves certain risks, uncertainties, estimates, and 
assumptions by the Commonwealth and/or its agencies or instrumentalities that are difficult to predict. The 
economic and financial condition of the Commonwealth and its agencies or instrumentalities is affected by 
various financial, social, economic, environmental, and political factors. These factors can be very complex, may 
vary from one fiscal year to the next, and are frequently the result of actions taken or not taken, not only by the 
Commonwealth and/or its agencies or instrumentalities, but also by entities such as the government of the 
United States of America or other nations that are not under the control of the Commonwealth. Because of the 
uncertainty and unpredictability of these factors, their impact cannot, as a practical matter, be included in the 
assumptions underlying the Commonwealth’s or its agencies or instrumentalities’ projections. 
  



 

 
 

Contacto: Betsy Nazario • Tel. (787) 728-9200 • (787) 722-2525 exts. 15310 y 15311 • Cel. (787) 415-1231 
betsy.nazario@bgfpr.com• www.bgfpr.com 

Annex A 
 

The Commonwealth’s Revised Proposal (June 14, 2016) 
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Disclaimer 
 The Puerto Rico Fiscal Agency and Financial Advisory Authority (“AAFAF”), the Commonwealth of Puerto Rico (the “Commonwealth”), the 

Government Development Bank for Puerto Rico (“GDB”), and each of their respective officers, directors, employees, agents, attorneys, advisors, 

members, partners or affiliates (collectively, with AAFAF, the Commonwealth and GDB, the “Parties”) make no representation or warranty, 

express or implied, to any third party with respect to the information contained herein and all Parties expressly disclaim any such 

representations or warranties. 

 The Parties do not owe or accept any duty or responsibility to any reader or recipient of this presentation, whether in contract or tort, and shall 

not be liable for or in respect of any loss, damage (including without limitation consequential damages or lost profits) or expense of whatsoever 

nature of such third party that may be caused by, or alleged to be caused by, the use of this presentation or that is otherwise consequent upon 

the gaining of access to this document by such third party. 

 This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination of internal 

controls or other attestation or review services in accordance with standards established by the American Institute of Certified Public 

Accountants or any other organization. Accordingly, the Parties do not express an opinion or any other form of assurance on the financial 

statements or any financial or other information or the internal controls of the Commonwealth and the information contained herein. 

 Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future performance 

and involve certain risks, uncertainties, estimates and other assumptions made in this document. The economic and financial condition of the 

Commonwealth and its instrumentalities is affected by various financial, social, economic, environmental and political factors. These factors can 

be very complex, may vary from one fiscal year to the next and are frequently the result of actions taken or not taken, not only by the 

Commonwealth and its agencies and instrumentalities, but also by entities such as the government of the United States. Because of the 

uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in this document. Future events 

and actual results may differ materially from any estimates, projections, or statements contained herein. Nothing in this document should be 

considered as an express or implied commitment to do or take, or to refrain from taking, any action by AAFAF, the Commonwealth, GDB, or any 

government instrumentality in the Commonwealth or an admission of any fact or future event. Nothing in this document shall be considered a 

solicitation, recommendation or advice to any person to participate, pursue or support a particular course of action or transaction, to purchase 

or sell any security, or to make any investment decision. 

 By accepting this document, the recipient shall be deemed to have acknowledged and agreed to the terms of these limitations. 

 This document may contain capitalized terms that are not defined herein, or may contain terms that are discussed in other documents or that 

are commonly understood. You should make no assumptions about the meaning of capitalized terms that are not defined, and you should 

consult with advisors of AAFAF should clarification be required. 
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Citigroup Disclaimer 
 This presentation has been prepared by individual personnel of Citigroup Global Markets Inc., Citigroup Global Markets Limited or their subsidiaries or affiliates (collectively, “Citi”). Such employees are not research analysts and are not subject to 

SEC or FSA rules designed to promote the independence of research and research analysts and accordingly may receive compensation related to securities or products to which these materials relate. These materials may contain general market 

commentary and excerpts of research; however they are not intended to constitute investment research, a research recommendation, research analysis or a research report for purposes of such rules. 

 In connection with any proposed transaction, Citi will be acting solely as a principal and not as your agent, advisor, account manager or fiduciary. Citi has not assumed a fiduciary responsibility with respect to the 

proposed transaction, and nothing in this or in any prior relationship between you and Citi will be deemed to create an advisory, fiduciary or agency relationship between us in respect of a proposed transaction. 

You should consider carefully whether you would like to engage an independent advisor to represent or otherwise advise you in connection with any proposed transaction, if you have not already done so. 

 Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a financing, underwrite or 

purchase securities, or commit capital nor does it obligate us to enter into such a commitment. By accepting this presentation, subject to applicable law or regulation, and the terms of any confidentiality agreement to which you are party, you agree 

to keep confidential the existence of and proposed terms for any contemplated transaction. 

 The provision of information in this presentation is not based on your individual circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. Even if Citi possesses information as to your 

objectives in relation to any transaction, series of transactions or trading strategy, this will not be deemed sufficient for any assessment of suitability for you of any transaction, series of transactions or trading strategy. 

 This presentation is provided for information purposes and is intended for your use only. Except in those jurisdictions where it is impermissible to make such a statement, Citi hereby informs you that this presentation should not be considered as 

an offer to sell or the solicitation of an offer to purchase any securities or other financial products. This presentation does not constitute investment advice and does not purport to identify all risks or material considerations which should be 

considered when undertaking a transaction. Citi makes no recommendation as to the suitability of any of the products or transactions mentioned. Any trading or investment decisions you take are in reliance on your own analysis and judgment 

and/or that of your advisors and not in reliance on us. 

 Certain transactions, including those involving swaps and options, give rise to substantial risk including the potential loss of the principal amount invested, and are not suitable for all investors. Citi does not provide investment, accounting, tax, 

financial or legal advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal or other implications that should be discussed with your independent advisors. 

 Therefore, prior to entering into any transaction, you should determine, without reliance on Citi, the economic risks or merits, as well as the legal, tax and accounting characteristics and consequences of the transaction and that you are able to 

assume these risks. By acceptance of these materials, you and Citi hereby agree that from the commencement of discussions with respect to any transaction, and notwithstanding any other provision in this presentation, Citi hereby confirms that no 

participant in any transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such transaction. 

 This presentation is not intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Any estimates and opinions included herein constitute Citi’s judgment as of the date hereof and are subject to 

change without any notice. 

 This presentation may contain "forward-looking" information. Such information may include, but not be limited to, projections, forecasts or estimates of cash flows, yields or return, scenario analyses and proposed or expected portfolio 

composition. Any forward-looking information is based upon certain assumptions about future events or conditions and is intended only to illustrate hypothetical results under those assumptions (not all of which are specified herein or can be 

ascertained at this time). It does not represent actual termination or unwind prices that may be available to you. Actual events or conditions are unlikely to be consistent with, and may differ significantly from, those assumed. 

 Illustrative performance results may be based on mathematical models that calculate those results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have 

been considered in developing such assumptions. Accordingly, actual results may vary and the variations may be substantial. The products or securities identified in any of the illustrative calculations presented herein may therefore not perform as 

described and actual performance may differ, and may differ substantially, from those illustrated in this material. When evaluating any forward looking information you should understand the assumptions used and, together with your independent 

advisors, consider whether they are appropriate for your purposes. 

 Any securities or other financial products described herein may be subject to fluctuations of their mark-to market price or value. Such fluctuations may be substantial, depending on the type of securities or other financial products and the financial 

environment. In addition certain securities described in the presentation may provide for payments linked to or derived from prices or yields of one or more securities or other instruments or foreign currencies, and such provisions may result in 

negative fluctuations in the value of and the amounts payable with respect to such securities prior to or at redemption. You should consider the implication of such fluctuation with your independent accounting, tax and risk advisors. 

 Citi shall have no liability to you, the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of the data nor for any special, direct, indirect, incidental or consequential loss or damage which may be 

experienced because of the use of the information in this presentation or otherwise arising in connection with this presentation, provided that this exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to 

Citi that may not be excluded or restricted. These materials are intended for distribution solely to customers of Citi in jurisdictions where such distribution is permitted. The information contained herein is proprietary information of Citi and may 

not be reproduced or otherwise disseminated in whole or in part without Citi’s prior written consent. 

 Citi often acts as (i) a market maker; (ii) an issuer of financial instruments and other products; and (iii) trades as principal in many different financial instruments and other products, and can be expected to perform or seek to perform investment 

banking and other services for the issuer of such financial instruments or other products. The author of this presentation may have discussed the information contained herein with others within or outside Citi and the author and/or such other Citi 

personnel may have already acted on the basis of this information (including by trading for Citi's proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, Citi's personnel (including those with 

whom the author may have consulted in the preparation of this presentation), and other customers of Citi may be long or short the financial instruments or other products referred to in this presentation, may have acquired such positions at prices 

and market conditions that are no longer available, and may have interests different from or adverse to your interests. 

 Citi is required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with Citi. Citi will ask for your complete name, street address, and taxpayer ID number. Citi may also request 

corporate formation documents, or other forms of identification, to verify information provided. 

 Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of Citi, you should be aware that none of the financial instruments or other products mentioned in this presentation (unless expressly stated 

otherwise) are (i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution. 

 IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. Any statements in this presentation regarding tax matters were not intended or written 

to be used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. 

 © 2012 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world. 
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Introduction 

 As discussed in more detail in the following pages, the Commonwealth is prepared to provide approximately $15.0 billion of 

incremental debt service to the GO and Commonwealth Guaranteed (“CW-Guaranteed,” and together with the GO, the “GO 

Holders”), COFINA Senior and COFINA Subordinated creditors via a revised proposal (the “Revised Proposal”), which contemplates 

the following: 

• GO Holders, COFINA Senior and COFINA Subordinated creditors receive new debt implying a recovery of approximately 81%, 

80%, and 60% of par plus estimated accrued interest (the “Accrued Claim”),(1) respectively, as of July 1, 2016(2) 

• An additional $1.0 billion of cash interest over the first four years, provided through both the increase in the face amount of 

cash pay debt and an increase in the cash interest rates 

• PIK interest for the differential between 5% and the cash interest rate paid during the first four years, for a total of 5% yield 

through the life of the bond 

• The removal of the CAB feature, and consequently, an improvement in final maturity for the majority of the GO and COFINA 

creditors 

 The Revised Proposal discussed herein is intended to be part of a broader proposal to all credits in the FEGP(3) that would result in a 

sustainable capital structure for the Commonwealth going forward; the debt service profile targeted by the broader proposal is 

detailed further herein 

 The Revised Proposal does not incorporate any new money nor does it specify the form the newly issued debt must take in a 

voluntary exchange; the Commonwealth is open to different legal structures for the newly issued debt 

• To the extent PROMESA is passed by U.S. Congress, the Revised Proposal would be expected to be implemented through either 

Title VI or Title III of the legislation 

 Additionally, as part of this Revised Proposal, the Commonwealth requests that the COFINA creditors allow the Commonwealth to 

consensually access the COFINA revenues during the first half of the fiscal year in order to support the Commonwealth’s liquidity 

needs and avoid a lengthy and costly litigation process 

 

In spite of Puerto Rico’s severely challenging economic circumstances, the Commonwealth 

has examined paths to provide additional consideration to creditors above and beyond that 

which was offered in its last proposal made public on April 11, 2016 (the “Prior CW Proposal”) 

in hopes of expeditiously reaching a consensual deal 

3 

(1) The Accrued Claim is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and estimated accrued but 
unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the offer consists of the face amount of new mandatorily payable debt and does not correspond to the 
exchange ratios shown herein. The exchange ratios may fluctuate depending on the timing of the exchange.  

(2) The Accrued Claim for COFINA credits assumes the August 2016 debt service payment is made in full out of existing reserves.  
(3) The FEGP, and therefore the Revised Proposal, excludes debt related to PREPA, PRASA, Children’s Trust, HFA, MFA and entities that do not have bonded debt. Additionally, CW-Guaranteed debt held by other Commonwealth entities has been 

excluded for illustrative purposes as payments on that debt would flow to the Commonwealth. Depending on the structure that is used, this debt may be included in the ultimate exchange. 
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Key Economic Terms – GO Holders 

Prior CW Proposal Revised Proposal 

Mandatory 
Debt 

All targeted issuers will be allocated two mandatory debt service 
instruments composed of:  

1. A Base Bond with mandatorily payable principal and interest; 
total Base Bond face amount allocated to GO and CW-Guaranteed 
issuers equals 78% of the Accrued Claim(1)  

2. A new CAB that will accrete, at 5.0%, to the difference between 
the Accrued Claim and the Base Bond allocated to each credit; the 
CAB will mature after all Base Bond has been repaid 

 GO and CW-guaranteed credits will be allocated total Base Bond 

of $13.7 billion, which corresponds to approximately 81% of 

the Accrued Claim(1) 

 

 

 

 Note that the offer consists of the face amount of new 

mandatorily payable debt and does not necessarily correspond 

to the exchange ratio shown above; the exchange ratio may 

fluctuate depending on the timing of the exchange  

Principal 

 Base Bond – scheduled amortization begins in FY 2021  

 CAB – scheduled amortization begins in FY 2056, after the Base 

Bond is fully repaid 

 Base Bond – scheduled amortization begins in FY 2021  

Interest 

 Base Bond interest will be paid in cash in the following amounts: 

 FY 2017 : 1.1% 

 FY 2018 : 3.0% 

 FY 2019 : 3.3%  

 FY 2020: 4.1% 

 FY 2021+: 5.0%  

 CAB accretes at 5.0% such that total payments equate to forgone 

par 

 Base Bond interest will be paid in cash and in kind in the 

following amounts over the first four years, and cash only at 5% 

thereafter 

 

Final  

Maturity 

 

 Final maturity of mandatorily payable debt in FY 2067 Final maturities of FY 2062 

Note: For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  

(1) The Accrued Claim is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and estimated accrued but 
unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the Accrued Claim for GOs assumes $145 million of interest is paid on July 1, 2016 (in addition to any 
capitalized interest reserves). Note also that the Accrued Claim amount has been adjusted to include PRIFA BANs. CW-Guaranteed debt held by other Commonwealth entities has been excluded for illustrative purposes as payments on that debt 
would flow to the Commonwealth. Depending on the structure that is used, this debt may be included in the ultimate exchange.  
 

Fiscal

Year

PIK 

Interest

Cash

Interest

Total

Interest

2017 3.1% 1.9% 5.0%

2018 1.6% 3.4% 5.0%

2019 1.3% 3.7% 5.0%

2020 0.3% 4.7% 5.0%

2021+ – 5.0% 5.0%

$ millions

Total Base Bond Offered $13,675

Estimated Accrued Claim $16,883

Base Bond as a % of Accrued Claim 81%
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Key Economic Terms – COFINA Senior  
Prior CW Proposal Revised Proposal 

Mandatory 
Debt 

All targeted issuers will be allocated two mandatory debt service instruments 
composed of:  

1. A Base Bond with mandatorily payable principal and interest; total Base 
Bond face amount allocated to COFINA Senior issuers equals 
approximately 66% of the Accrued Claim(1)  

2. A new CAB that will accrete, at 5.0%, to the difference between Accrued 
Claim and the Base Bond allocated to each credit; the CAB will mature 
after all Base Bond has been repaid 

 COFINA Senior credits will be allocated total Base Bond of $6.1 

billion, which corresponds to approximately 80% of the Accrued 

Claim(1) 

 

 

 

 Note that the offer consists of the face amount of new mandatorily 

payable debt and does not necessarily correspond to the exchange ratio 

shown above; the exchange ratio may fluctuate depending on the 

timing of the exchange  

Principal 

 Base Bond – scheduled amortization begins in FY 2021  

 CAB – scheduled amortization begins in FY 2056, after the Base Bond is 

fully repaid 

 Base Bond – scheduled amortization begins in FY 2021  

Interest 

 Base Bond interest will be paid in cash in the following amounts: 

 FY 2017 : 1.1% 

 FY 2018 : 3.0% 

 FY 2019 : 3.3%  

 FY 2020: 4.1% 

 FY 2021+: 5.0%  

 CAB accretes at 5.0% such that total payments equate to forgone par 

 Base Bond interest will be paid in cash and in kind in the following 

amounts over the first four years, and cash only at 5% thereafter 

 

Final  

Maturity 

 Final maturity of mandatorily payable debt in FY 2067  Final maturity of FY 2062  

Additional 
Terms 

 Not specified  COFINA creditors consent to a release of sales tax funds during the first 

half of the fiscal year, on terms to be agreed upon 

 In the absence of a federal bonding authority or another structure that 

the COFINA Senior creditors deem preferable to the current COFINA 

structure, and subject to a satisfactory resolution of the cash flow 

timing issues presented by the current COFINA structure, the COFINA 

Senior creditors would retain a first lien on the COFINA revenues 

Note:  For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  
(1) The Accrued Claim is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and estimated accrued but 

unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the Accrued Claim for COFINA credits assumes the August 2016 debt service payment is made in full. Note 
that the public version of the Prior CW Proposal did not show a specific allocation between COFINA Senior holders and subordinated holders. The recoveries shown herein are based on the Commonwealth’s internal allocations between credits 
that were shared with creditor advisors.  

Fiscal

Year

PIK 

Interest

Cash

Interest

Total

Interest

2017 3.1% 1.9% 5.0%

2018 1.6% 3.4% 5.0%

2019 1.3% 3.7% 5.0%

2020 0.3% 4.7% 5.0%

2021+ – 5.0% 5.0%

$ millions

Total Base Bond Offered $6,062

Estimated Accrued Claim $7,574

Base Bond as a % of Accrued Claim 80%
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Key Economic Terms – COFINA Subordinated  
Prior CW Proposal Revised Proposal 

Mandatory 
Debt 

All targeted issuers will be allocated two mandatory debt service 
instruments composed of:  

1. A Base Bond with mandatorily payable principal and interest; 
total Base Bond face amount allocated to COFINA Subordinated 
holders equals approximately 47% of the Accrued Claim(1)  

2. A new CAB that will accrete, at 5.0%, to the difference between 
the Accrued Claim and the Base Bond allocated to each credit; the 
CAB will mature after all Base Bond has been repaid 

 COFINA Subordinated credits will be allocated total Base Bond 

of $5.8 billion, which corresponds to approximately 60% of 

the Accrued Claim(1) 

 

 

 

 Note that the offer consists of the face amount of new 

mandatorily payable debt and does not necessarily correspond 

to the exchange ratio shown above. The exchange ratio may 

fluctuate depending on the timing of the exchange  

Principal 

 Base Bond – scheduled amortization begins in FY 2049 

 CAB – scheduled amortization begins in FY 2056, after the Base 

Bond is fully repaid 

 Base Bond – scheduled amortization begins in FY 2063 

Interest 

 Base Bond interest will be paid in cash in the following amounts: 

 FY 2017 : 1.1% 

 FY 2018 : 3.0% 

 FY 2019 : 3.3%  

 FY 2020: 4.1% 

 FY 2021+: 5.0%  

 CAB accretes at 5.0% such that total payments equate to forgone 

par 

 Base Bond interest will be paid in cash and in kind in the 

following amounts over the first four years, and cash only at 5% 

thereafter 

 

Final  

Maturity 

 

 Final maturity of mandatorily payable debt in FY 2067  Final maturity of FY 2067 

Additional 
Terms 

 Not specified  COFINA creditors consent to a release of sales tax funds during 

the first half of the fiscal year, on terms to be agreed upon 

Note:  For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  

(1) The Accrued Claim is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and estimated accrued but 
unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the Accrued Claim for COFINA credits assumes the August 2016 debt service payment is made in full. Note 
that the public version of the Prior CW Proposal did not show a specific allocation between COFINA Senior holders and Subordinated holders. The recoveries shown herein are based on the Commonwealth’s internal allocations between credits 
that were shared with creditor advisors. 

Fiscal

Year

PIK 

Interest

Cash

Interest

Total

Interest

2017 3.1% 1.9% 5.0%

2018 1.6% 3.4% 5.0%

2019 1.3% 3.7% 5.0%

2020 0.3% 4.7% 5.0%

2021+ – 5.0% 5.0%

$ millions

Total Base Bond Offered $5,823

Estimated Accrued Claim $9,681

Base Bond as a % of Accrued Claim 60%
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 Prior CW Proposal   Revised Proposal   Difference  

Current Structure Accrued Claim(1) $17,009 $16,883 ($125)

Base Bond Par $13,285 $13,675 $391

Base Bond Par as % of Accrued Claim 78% 81% 3%

NPV at 5% Yield ($) $12,260 $13,675 $1,416

NPV at 5% Yield (%)(2) 72% 81% 9%

Total Debt Service $26,697 $37,493 $10,796

CAB Initial Value $393 – ($393)

NPV at 5% Yield ($) $393 – ($393)

NPV at 5% Yield (%)(2) 2% – (2%)

CAB Maturity Value $3,724 – ($3,724)

Total Initial Par $13,678 $13,675 ($2)

Total Initial Par as % of Accrued Claim 80% 81% 1%

NPV at 5% Yield ($) $12,652 $13,675 $1,023

NPV at 5% Yield (%)(2) 74% 81% 7%

Total Debt Service $30,421 $37,493 $7,072

Base Bond

CAB

Total 

(Base Bond + CAB)

Revised Proposal Key Economics – GO Holders 
The summary below provides a comparison of the key economics for the GO and CW-

Guaranteed credits in the Revised Proposal as compared to the Prior CW Proposal 

9 

Note:  Analysis, with the exception of NPV calculations (which is shown for illustrative purposes), as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior 
CW Proposal has been illustratively shown herein for comparative purposes.  
(1) Represents the Accrued Claim, which is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and 

estimated accrued but unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the Accrued Claim for GOs assumes $145 million of interest is paid on July 1, 2016 
(in addition to any capitalized interest reserves). Note also that the Accrued Claim amount has been adjusted to include PRIFA BANs. CW-Guaranteed debt held by other Commonwealth entities has been excluded for illustrative purposes as 
payments on that debt would flow to the Commonwealth. Depending on the structure that is used, this debt may be included in the ultimate exchange.  

(2) Calculated as a percentage of the Accrued Claim, as defined above. 

Key Economics Comparison – GO Holders ($ millions) 
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 Prior CW Proposal   Revised Proposal   Difference  

Current Structure Accrued Claim(1) $7,543 $7,574 $32

Base Bond Par $4,960 $6,062 $1,102

Base Bond Par as % of Accrued Claim 66% 80% 14%

NPV at 5% Yield ($) $4,577 $6,062 $1,485

NPV at 5% Yield (%)(2) 61% 80% 19%

Total Debt Service $9,981 $16,624 $6,643

CAB Initial Value $272 – ($272)

NPV at 5% Yield ($) $272 – ($272)

NPV at 5% Yield (%)(2) 4% – (4%)

CAB Maturity Value $2,583 – ($2,583)

Total Initial Par $5,232 $6,062 $830

Total Initial Par as % of Accrued Claim 69% 80% 11%

NPV at 5% Yield ($) $4,849 $6,062 $1,213

NPV at 5% Yield (%)(2) 64% 80% 16%

Total Debt Service $12,564 $16,624 $4,060

Base Bond

CAB

Total 

(Base Bond + CAB)

Revised Proposal Key Economics – COFINA Senior  
The summary below provides a comparison of the key economics for the COFINA Senior 

credits in the Revised Proposal, as compared to the Prior CW Proposal 

10 

Note:  Analysis, with the exception of NPV calculations (which is shown for illustrative purposes), as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior 
CW Proposal has been illustratively shown herein for comparative purposes.  
(1) Represents the Accrued Claim, which is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and 

estimated accrued but unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note the Accrued Claim for COFINA credits assumes the August 2016 debt service payment is 
made in full.  

(2) Calculated as a percentage of the Accrued Claim, as defined above. 

 Note that the Prior CW Proposal numbers shown below are based on the Commonwealth’s internal allocations to the 
COFINA Senior holders that was shared with creditor advisors but not included in the published version of the Prior 
CW Proposal  

Key Economics Comparison – COFINA Senior ($ millions) 
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 Prior CW Proposal   Revised Proposal   Difference  

Current Structure Accrued Claim(1) $9,655 $9,681 $26

Base Bond Par $4,504 $5,823 $1,319

Base Bond Par as % of Accrued Claim 47% 60% 14%

NPV at 5% Yield ($) $4,156 $5,823 $1,667

NPV at 5% Yield (%)(2) 43% 60% 17%

Total Debt Service $11,917 $20,980 $9,063

CAB Initial Value $543 – ($543)

NPV at 5% Yield ($) $543 – ($543)

NPV at 5% Yield (%)(2) 6% – (6%)

CAB Maturity Value $5,151 – ($5,151)

Total Initial Par $5,047 $5,823 $776

Total Initial Par as % of Accrued Claim 52% 60% 8%

NPV at 5% Yield ($) $4,700 $5,823 $1,123

NPV at 5% Yield (%)(2) 49% 60% 11%

Total Debt Service $17,068 $20,980 $3,912

Base Bond

CAB

Total 

(Base Bond + CAB)

Revised Proposal Key Economics – COFINA Subordinated 
The summary below provides a comparison of the key economics for the COFINA 

Subordinated credits in the Revised Proposal, as compared to the Prior CW Proposal 

11 

Note:  Analysis, with the exception of NPV calculations (which is shown for illustrative purposes), as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW 
Proposal has been illustratively shown herein for comparative purposes.  
(1) Represents the Accrued Claim, which is defined as par outstanding after adjusting for estimated principal payments to be made in July and August, plus estimated accretion on Capital Appreciation Bonds (“CABs”) through July 1, 2016, and 

estimated accrued but unpaid interest through July 1, 2016 after adjusting for estimated interest payments that will be made out of existing reserves. Note that the Accrued Claim for COFINA credits assumes the August 2016 debt service payment 
is made in full.  

(2) Calculated as a percentage of the Accrued Claim, as defined above. 

 Note that the Prior CW Proposal numbers shown below are based on the Commonwealth’s internal allocations to the 
COFINA Subordinated holders that was shared with creditor advisors but not included in the published version of the 
Prior CW Proposal 

Key Economics Comparison – COFINA Subordinated ($ millions) 
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Pro Forma Debt Service Profile 
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13 

Pro Forma Debt Service Profile – GO Holders ($ millions) 

The charts below provide debt service details for the GO and CW-Guaranteed credits under 

the Revised Proposal 

Note: The Accrued Claim amount for GO Holders has been adjusted to include PRIFA BANs. CW-Guaranteed debt held by other Commonwealth entities has been excluded for illustrative purposes as payments on that debt would flow to the 
Commonwealth. Depending on the structure that is used, this debt may be included in the ultimate exchange. Analysis as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” 
scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  

Total

Debt Service

Prior CW Proposal $30,421

Revised Proposal 37,493

Increase $7,072
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14 

The chart below illustrates the debt service profile for COFINA Senior credits under the 

Revised Proposal 

Note:  Analysis as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  

Pro Forma Debt Service Profile – COFINA Senior ($ millions) 

Total

Debt Service

Prior CW Proposal $12,564

Revised Proposal 16,624

Increase $4,060
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Pro Forma Debt Service Profile – COFINA Subordinated ($ millions) 

The charts below provide debt service details for the COFINA Subordinated credits under the 

Revised Proposal 

Note: Analysis as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes.  

Total

Debt Service

Prior CW Proposal $17,068

Revised Proposal 20,980

Increase $3,912
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The chart below illustrates the debt service profile for all credits under the Revised Proposal 

 The aggregate cash flows in the Revised Proposal are sized based on current expectations and to never exceed 18% of FY 
2016 Adjusted Revenues(1) and 15% of Adjusted Revenues in any year, assuming 2.0% nominal growth in the 
Commonwealth economy 

• Note that the debt service shown below illustratively assumes recoveries for credits other than the GO, CW-Guaranteed, 
and COFINA that are approximately in line with those contemplated in the Prior CW Proposal, with the exception of 
GDB where recoveries are assumed to be in line with the term sheet agreed to with the ad hoc group of GDB creditors 
on May 2, 2016; terms for these credits remain subject to ongoing negotiations(2) 

Note: Analysis as provided by Citigroup. For illustrative purposes, analysis assumes 100% participation in an exchange. The “No Local Opt-In” scenario from the Prior CW Proposal has been illustratively shown herein for comparative purposes. 
(1) Items included in Adjusted Revenues consist of all of the items identified as revenues in the FEGP published January 18, 2016, with the exception of Federal Transfers and GDB loan inflows. Note that the revenues used in developing the 

Revised Proposal assume 2% nominal GNP growth and have been slightly adjusted from those included in the January 18, 2016 to reflect additional developments in the Commonwealth economy.  
(2) Note that HTA debt held by GDB is excluded from the voluntary exchange, but may be included pending further diligence . Note that the terms of the new debt offered to these other credits have been updated to reflect the interest rate 

changes offered to the GO, CW-Guaranteed and COFINA holders, including the PIK component.  

Aggregate Pro-Forma Debt Service Profile ($ millions) 

Total

Debt Service

Prior CW Proposal $89,508

Revised Proposal 106,544

Increase $17,036
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Annex B 
 

The Commonwealth’s Counterproposal to the Counterproposal by Certain GO Bondholders (June 
17, 2016) 

 
• GO Bonds Discount: 83.5% of principal in “base” bond; exchange bonds offered in “base” bond 

as well as some portion above 83.5% in “growth” bond consideration, with terms of growth 
bond to be determined 
 

• GO Bonds Coupon: As proposed in Commonwealth Proposal of June 14, 2016 
 

• Structure: Exchange bonds offered via general obligation bonds or a federal bonding authority 
under PROMESA 
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Annex C 
 

Counterproposal by Certain GO Bondholders (June 20, 2016) 
 
  



General Obligation Bondholders 
of the Commonwealth of Puerto Rico

GO-ONLY COUNTERPROPOSAL

June 20, 2016



S u b j e c t  t o  F R E  4 0 8  a n d  a l l  
l o c a l  l a w  e q u i v a l e n t s

New GO and New Guaranteed Bonds

Creditors Receiving New GO and 
New Guaranteed Bonds

 GO and Guaranteed Bonds

Principal  89% of accrued claim as of effective date
 Through the effective date, payment of interest as scheduled

Interest  5% per annum initially, stepping up to contractual rate according to the following 
schedule (but in no event to exceed 7% per annum):
 FY 2019:             +50 bps
 FY 2020:             +75 bps
 FY 2021:             +75 bps

 Blended lifetime rate of 5.6%
 Monthly deposits of interest

Amortization Schedule  No principal payment for 5 years
 Principal payments beginning July 1, 2022 
 Maturities to be adjusted to mature serially in accordance with existing amortization 

schedule

Call Protection  Callable at 110% of par beginning July 1, 2022
 Scale down of call price to be agreed

Other Terms  GO Exchange subject to a most favored nation provision

PROMESA Contingency  None
 If PROMESA is enacted, the Commonwealth will support implementation of this 

agreement under either Title VI or Title III of the legislation and shall not propose 
any fiscal plan that is inconsistent with this agreement

Page 2



S u b j e c t  t o  F R E  4 0 8  a n d  a l l  
l o c a l  l a w  e q u i v a l e n t s

Terms—New GO and New Guaranteed Bonds

Positive Covenants  Resumption of deposits into GO escrow account (to be held in a NY bank)
 Monthly reporting

Negative Covenants  No new issuance of Guaranteed Bonds (other than refunding)
 No new issuance of additional GO Bonds unless compliant with Constitutional test
 No additional sale, pledge or assignment of any tax; special revenue limitations 

TBD

Statutory Lien  Further affirmation of first priority by enactment of statutory lien on General Fund 
revenues (akin to Rhode Island and California) to secure all outstanding GO and 
Guaranteed Bonds and New GO and New Guaranteed Bonds

Other Structural Provisions  New York law and venue
 Waiver of sovereign immunity
 Maintain tax-exempt status
 GO Guaranteed Bonds will continue to receive primary source of repayment (i.e.,

guarantee will not be triggered)
 Cross-defaults among New GO and New Guaranteed Bonds
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Contingent Convertible Bonds

Creditors Receiving Contingent 
Convertible Bonds

 GO and Guaranteed Bonds

Principal  11% of accrued claim as of effective date
 Claim continues to accrue at contractual rate through effective date

Interest  No interest until occurrence of a Trigger Event
 Following a Trigger Event, blended rate of 5.6%
 CUSIP reduction to optimize liquidity and smooth annual GO debt service post a 

Trigger Event

Amortization Schedule  Until the occurrence of a Trigger Event, none
 Following a Trigger Event, aggregate principal shall:

 Convert to New GO or New Guaranteed Bonds
 Be due on Contingent Convertible Bonds in accordance with the same 

schedule as the corresponding New GO or New Guaranteed Bond, delayed 
by the number of years equal to the difference between (a) the fiscal year in 
which the Trigger Event and (b) 2021

 CUSIP reduction to optimize liquidity and smooth annual GO debt service post a 
Trigger Event

Trigger Event  Any one of the following:
 Attainment of investment grade rating by 2 of the 3 rating agencies (or 1 

agency if less than 3 rate the Commonwealth)
 Suspension or dissolution of the control board (if any)
 Issuance of material debt
 Default on the New GO or New Guaranteed Bonds
 Annual revenues exceed FEGP projection by more than 10% (for years 

after 2025, the 2025 FEGP projection shall be the applicable metric)
 Rolling 3 year GNP compound annual growth rate exceeds FEGP-projected 

Nominal GNP base case growth rate (1.0% per year) by 100 bps
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Annex D 
 

Counterproposal by Certain Holders of COFINA Senior Bonds (June 17, 2016) 
 

• Accept certain concessions set forth in the Commonwealth Proposal of June 14, 2016: 

o Maintain COFINA structure and first lien on all COFINA revenues and assets 

o Smoothing of pledged sales and use tax base amount (“PSTBA”) in order to grant the 
Commonwealth interim liquidity relief, subject to agreement on sufficient collateral 
cushion and mechanism 

o Amortization schedule, including 5-year principal holiday and maturity extensions 

o Partial PIK interest for first 4 years 

• Openness to “growth bond” instrument on terms to be discussed  

• Counterproposal: 

o 5% haircut – COFINA senior creditors receive base bond equal to 95% of the principal 
amount of bonds outstanding (accreted amount for CABs) at the time of the exchange 

o 5.17% coupon for tax-exempt bonds, ratcheting down to 5% upon BBB+ rating 

o To the extent that all new COFINA base bonds are unable to be issued with the same tax 
status, taxable bonds will be adjusted such that the value of the new taxable bonds post-
exchange will be equivalent to the value of the new tax-exempt bonds post-exchange 

o MFN protection for haircut, coupon, and amortization schedule, and any other material 
features (other than recourse), provided to GOs  

o Maintain amortization schedule between COFINA seniors and subs as set forth in 
Commonwealth proposal (i.e., subs do not begin amortizing until after full payment to 
seniors) 

o Implemented through PROMESA with validation under Title III or VI 

o Agreed-upon reduction in PSTBA with continued collateral coverage (same recourse) 

 
 


