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Puerto Rico Bondholders Reach Tentative Deal With
Oversight Board.
Pact raises recovery for newer general obligation bonds, moving the U.S. territory closer to
bankruptcy exit

Competing bondholder groups and the oversight board supervising Puerto Rico’s debt restructuring
have reached a tentative compromise that moves the U.S. territory closer to leaving bankruptcy,
people familiar with the matter said.

The deal settles a dispute between holders of Puerto Rico general obligation bonds that were issued
before 2012 and owners of general obligation bonds issued more recently. The oversight board has
previously contested the validity of the newer debt and proposed owners of those bonds receive
lower recoveries.

The agreement, which requires court approval, is expected to be announced next week. The board
and the competing factions worked out the rough terms of their bargain during court-mandated
mediation in recent months but are still discussing some legal points of disagreement, people
familiar with the matter said.

Hedge funds including Monarch Alternative Capital LP, GoldenTree Asset Management LP and
Whitebox Advisors LLC were part of a committee advocating for owners of the older—or
legacy—bonds while a group including Aurelius Capital Management LP and Autonomy Capital
negotiated on behalf of investors in the newer bonds. Together, the older and newer bonds total
more than $18 billion in debt.

Spokesmen for the oversight board, and both bondholder groups declined to comment.

An early agreement between the legacy group and the oversight board contemplated paying about
64 cents on the dollar for the older bonds and between 45 and 35 cents on the newer bonds. The
new deal involves a higher payment on the more recently issued bonds, the people familiar with the
matter said.

The price of the U.S. territory’s $3.5 billion bond issued in 2014 has climbed about 11% this year to
around 70 cents on the dollar in recent days, its highest valuation since the bankruptcy case began
in 2017, according to data from Electronic Municipal Market Access.

Aurelius has waged a legal battle against Puerto Rico and its oversight board that has gone all the
way to the U.S. Supreme Court in an effort to increase payouts on their debt.

The Wall Street Journal

By Matt Wirz and Andrew Scurria

Updated Feb. 5, 2020 3:52 pm ET

https://bondcasebriefs.com
https://bondcasebriefs.com/2020/02/11/news/puerto-rico-bondholders-reach-tentative-deal-with-oversight-board/
https://bondcasebriefs.com/2020/02/11/news/puerto-rico-bondholders-reach-tentative-deal-with-oversight-board/


Copyright © 2024 Bond Case Briefs | bondcasebriefs.com


