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November 17, 2017 
 
The Honorable Elizabeth Warren 
317 Hart Senate Office Building 
United States Senate 
Washington, DC 20510 
 
The Honorable Nydia Velázquez 
2302 Rayburn House Office Building 
United States House of Representatives 
Washington, DC 20515 
 
Re:  Your Proposal Regarding Puerto Rico’s Bond Debts 
 
Dear Senator Warren and Representative Velázquez: 
 
I am one of the more than 60,000 U.S. citizens who are Puerto Rico residents and currently hold 
an estimated $12 billion, or nearly 20%, of Puerto Rico’s outstanding debt.  I have seen your 
press release and letter to Mr. José B. Carrión, Chairman of the Financial Oversight and 
Management Board for Puerto Rico, expressing your views regarding the proposed handling of 
the island’s outstanding debt, and feel it is important to bring certain facts to your attention. 
 
I share and am very grateful for your interest in our island’s recovery after Hurricanes Irma and 
María and I am equally concerned about the possibility of unfair and unequal treatment of 
Puerto Rico in connection with Congressional appropriations for disaster relief.  However, it is 
important to recognize that substantial harm would be done to individual citizens of Puerto 
Rico if your proposal to repudiate all of the island’s debt were adopted.  Moreover, I fear your 
proposal to repudiate Puerto Rico’s debts, whether or not legally possible, will be used by 
congressional opponents of an appropriate aid package for Puerto Rico as an excuse for 
denying Puerto Rico its fair share of disaster relief funds. 
 
The majority of Puerto Rico’s bond debt, which was used to help Puerto Rico build most of its 
infrastructure, was initially purchased by investors who live in Puerto Rico and in many cases 
invested their life’s savings in these bonds.  In addition, many individual U.S. citizens living on 
the mainland also invested in Puerto Rico government bonds, either directly or through U.S. 



mutual funds.  None of these investors were speculating; they did not buy stocks.  Instead they 
invested in long-term government bonds that were created and offered with a promise of 
repayment under Puerto Rico’s Constitution, laws and regulations — laws that purported to 
protect their investments.  Had these investors known that anyone would advocate the 
repudiation of the debts owed to them to permit payments to other parties, Puerto Rico would 
not have been able to raise the funds to build its existing infrastructure that, although 
damaged, saved many lives when Hurricanes Irma and María struck. 

I am genuinely grateful for your efforts to help Puerto Rico receive its rightful share of federal 
economic relief to overcome this historic catastrophe and I share your concerns that Congress’s 
response may not be sufficient.  But regardless whether that turns out to be the case, there will 
be a need for additional capital to fuel economic growth in Puerto Rico.  Where will this capital 
come from?  If PROMESA is used to discriminate against bond investors, who will make new 
loans to the government?  If Puerto Rico repudiates its existing debts, under what conditions 
and when will it be able to access new capital?  Moreover, what impact would such a 
repudiation have on other state and municipal bond issuers? 

Puerto Rico’s local bondholders include numerous private sector retirees who chose to invest in 
their island as a way to support their retirements.  Local bondholders also include the island’s 
“Cooperativas”; these are local credit unions that invested in local government bonds and have 
close to one million members whose average savings are merely $7,000 per account.  Another 
component of the local bondholder community is local business people who placed their 
savings in government bonds for retirement purposes or as a temporary investment pending 
use of the funds to support their businesses.  Have you considered the effect it will have on the 
island if $12 billion or more of local investors’ funds is entirely eliminated from our economy?  
The mere suggestion of “writing off Puerto Rico’s debt” is creating panic among local residents, 
who fear the loss of their entire life’s savings.  Your statements may drive many of these 
investors, in desperation, to sell their investments for pennies on the dollar to more 
knowledgeable mainland investors, and if the legality of the proposed debt repudiation is 
successfully challenged, mainland investors will have effectively stripped local bondholders of 
their rightful recoveries.  I understand this is not your intended purpose, but it is the 
foreseeable consequence of your proposal. 

You are correct that the people of Puerto Rico have demonstrated remarkable spirit through 
this time of hardship.  This includes local bondholders who have suffered the catastrophic 
consequences of two hurricanes while many are receiving no income at all from their savings 
invested in Puerto Rico’s bonds.  Local bondholders of course understand that a significant 
restructuring of Puerto Rico’s debts will be necessary and, even before the hurricanes, local 
investors had voluntarily agreed to accept significant haircuts to their savings invested in the 
Government Development Bank of Puerto Rico. 



As a local businessman in Puerto Rico for over 20 years, I know that the only way for Puerto 
Rico to pivot away from disaster and distress and build a sustainable economic recovery is by 
attracting and incentivizing investment capital.  However, repudiating the existing loans to our 
government and discriminating against current investors will permanently damage Puerto 
Rico’s credibility with potential future investors.  If Puerto Rico wants to attract new capital to 
recover and grow, it must act in a fair and responsible way with respect to its existing debts.  It 
does not want to be categorized with countries that have repudiated their debts by fiat to favor 
other interests. 

As a proud U.S. citizen and Puerto Rico resident, I saw four siblings emigrate from our island, 
but I still hold faith.  I plan to remain in Puerto Rico and invest in our reconstruction.  I implore 
you to reconsider your well-intentioned proposal because implementing it would grievously 
harm the residents of Puerto Rico.  Only through a transparent process that leads to voluntary 
consensual agreements among the island’s debt investors, our government and the Oversight 
Board, will the island rebound and attract the type of investors and capital that we need to 
secure a prosperous future. 

Respectfully, 

Rafael E. Rojo 
Chairman, Board of Directors 

cc: José B. Carrión, Chairman, Financial Oversight and Management Board for Puerto Rico 
Natalie Jaresko, Executive Director, Financial Oversight and Management Board for Puerto 
Rico 
Andrew G. Biggs, Member, Financial Oversight and Management Board for Puerto Rico 
Carlos M. García, Member, Financial Oversight and Management Board for Puerto Rico 
Arthur R. Gonzáles, Member, Financial Oversight and Management Board for Puerto Rico 
José R. Gonzáles, Member, Financial Oversight and Management Board for Puerto Rico 
Ana J. Matosantos, Member, Financial Oversight and Management Board for Puerto Rico 
David A. Skeel Jr., Member, Financial Oversight and Management Board for Puerto Rico 
Christian Sobrino Vega, Governor’s Representative, Financial Oversight and Management 
Board for Puerto Rico 


