
 

 
  

Puerto Rico Sales Tax Financing Corporation (“COFINA”) Plan of Adjustment  

Questions & Answers 

(as of December 18, 2018) 

1. What is the COFINA Plan of Adjustment? Where can I find more information about voting on 
the Plan of Adjustment and my options for distributions under the Plan of Adjustment? 

The COFINA Plan of Adjustment (the “Plan of Adjustment”), if approved by the requisite COFINA 
creditors and the court, will cancel COFINA’s existing debt and provide distributions to COFINA 
creditors in the form of modified securities and cash, as described further below.  If approved, all 
COFINA creditors will be bound by the Plan of Adjustment and will receive the new COFINA bonds 
and other consideration described below, even if they vote to reject the Plan of Adjustment. 

Key terms of the Plan of Adjustment include: 

• Settlement of the dispute between the Commonwealth and COFINA regarding ownership of 
the sales and use taxes pledged to secure the repayment of the bonds issued by COFINA.1  
Under the settlement, COFINA will have the right to the first 53.65% of the Pledged Sales 
Tax Base Amount (“PSTBA”) and the Commonwealth will have the right to the remainder.2  
The PSTBA is a dedicated portion of the 5.5% sales and use tax currently routed through the 
COFINA entity, as further described below.  The PSTBA equates to $783 million in FY2019 
and grows at 4% annually until it reaches the statutory annual limit of $1.85 billion in FY2041. 
The PSTBA is a pre-prescribed amount that does not fluctuate with actual sales and use tax 
collections. 

• Distributions, consisting of modified bonds and cash, to holders of existing “Senior” COFINA 
bonds (“Senior COFINA Bonds”) equal to 93.015% of their allowed claims against COFINA. 

• Distributions, consisting primarily of modified bonds and some cash, to holders of existing 
“First Subordinate” COFINA bonds (“Junior COFINA Bonds”) equal to 56.414% of their 
allowed claims against COFINA. 

• Issuance of modified bonds by COFINA, which will be secured by a statutory lien on all 
present and future revenues and collections generated by the 5.5% sales and use tax.3  For 
the avoidance of doubt, the modified bonds will be serviced only from the 53.65% portion of 
the PSTBA, not the entire 5.5% sales and use tax revenue stream.  

• Allocation of existing cash deposits held at The Bank of New York Mellon (“BNYM”) among 
COFINA and the Commonwealth, with certain amounts to be used to make distributions to 
holders of existing COFINA bonds. 

                                                             
1 For more information regarding the prepetition and postpetition litigation settled by the Plan of Adjustment, see the 
Disclosure Statement, pages 53 (“The Commonwealth-COFINA Dispute and the Lex Claims Litigation”), 57–58 (“Lex 
Claims Motion for Relief from the Automatic Stay”), 58–59 (“Bank of New York Mellon v. COFINA, et al., Adv. Proc. 
No. 17-00133”) and 66–70 (“Official Committee of Unsecured Creditors v. Whyte, Adv. Proc. No. 17-00257”).   
2 For more information regarding the settlement of litigation under the Plan of Adjustment, see the Disclosure 
Statement, pages 71–77 (“Compromises and Settlements”).   
3 For more information regarding the new COFINA legislation, including the statutory lien that will benefit the modified 
COFINA bonds distributed under the Plan of Adjustment, see the Disclosure Statement, pages 163–168 (“New Bond 
Legislation”).  For more information regarding the sales and use tax that will support the modified COFINA bonds 
distributed under the Plan of Adjustment, see the Disclosure Statement pages 170–175 (“Sales and Use Taxes”). 



 

 
  

If you own COFINA bonds, you should have received a solicitation package in the mail containing the 
following documents: 

• The Plan of Adjustment4 

• The court-approved disclosure statement for the Plan of Adjustment (the “Disclosure 
Statement”)5 

• A notice providing information on the Title III court hearing to consider confirmation of the 
Plan of Adjustment and information on the procedures and deadlines for voting on the Plan of 
Adjustment and making certain distribution elections.   

• If you own uninsured Senior or Junior COFINA Bonds: 

o A ballot to vote on the Plan of Adjustment 

o A notice with information on how to elect a Taxable Bond Distribution (described 
below)  

• If you own Junior COFINA Bonds insured by Assured Guaranty Municipal Corp. (“Assured”): 

o  A notice with information on the treatment of your claims 

• If you own Senior COFINA Bonds insured by Ambac Assurance Corporation (“Ambac”) or 
National Public Finance Guarantee Corporation (“National”)6: 

o A notice with information on how to elect the form of distribution you would like to 
receive under the Plan of Adjustment.  Holders of Senior COFINA Bonds insured by 
National or Ambac will have the option of receiving interests in a trust or escrow 
account established by National or Ambac, as applicable, in lieu of the distribution 
they would otherwise receive under the Plan of Adjustment. 

You can find all of the documents listed above at https://cases.primeclerk.com/puertorico/ by clicking 
on the link for “COFINA Solicitation Materials” in the column on the right-hand side of the page.  

For more information regarding what the Plan of Adjustment and Disclosure Statement are, see the 
Disclosure Statement, pages ii–iv (“General”). 

2. Who is entitled to vote on the Plan of Adjustment? Who is entitled to make a distribution 
election? When is the deadline to vote and to make an election? 

Holders of uninsured Senior and Junior COFINA Bonds and certain other COFINA creditors are 
entitled to vote to accept or reject the Plan of Adjustment.  Certain holders of uninsured Senior and 
Junior COFINA Bonds are entitled to make a Taxable Bond Distribution election, which will be 
deemed to be a vote to accept the Plan of Adjustment. 

                                                             
4 Second Amended Title III Plan of Adjustment of Puerto Rico Sales Tax Financing Corporation [Case No. 17-03284, 
Dkt. No. 380]. 
5 Disclosure Statement for the Second Amended Title III Plan of Adjustment of the Debtors of Puerto Rico Sales Tax 
Financing Corporation [Case No. 17-3284, Dkt. No. 368]. 
6  Includes bonds insured by National as successor to Financial Guaranty Insurance Company or MBIA Insurance 
Corporation.   



 

 
  

Holders of most insured COFINA bonds do not have voting rights; however, holders of Senior 
COFINA Bonds insured by Ambac or National are entitled to make an election regarding the form of 
distribution they wish to receive.  

The deadline to vote on the Plan of Adjustment and to make an election is January 8, 2019 at 5:00 
p.m. (Atlantic Standard Time). 

For more information regarding who is entitled to vote, how to vote and how to make a distribution 
election, see the Disclosure Statement, pages iv–xi (“Voting and Election Questions”).  

For more information regarding distribution election options for holders of insured COFINA bonds, 
see the Disclosure Statement, pages 159–163 (“Trusts”). 

3. What is the amount and nature of prepetition COFINA debt currently outstanding? 

The aggregate amount of prepetition bond claims against COFINA (including unpaid accrued interest 
as of COFINA’s Title III petition date) is approximately $17.6 billion. Of this, approximately $7.8 billion 
is Senior COFINA Bond claims and approximately $9.9 billion is Junior COFINA Bond claims. 

Based on information provided by brokerage houses in Puerto Rico, BdP believes local holdings are 
approximately evenly weighted between Senior and Junior COFINA Bonds. 

For more information regarding the existing COFINA bonds and the amounts outstanding thereunder, 
see the Disclosure Statement, pages 25–27 (“Existing COFINA Bond Resolution and Existing 
Securities”). 

4. Under the Plan of Adjustment, how are claims calculated and what recoveries will 
bondholders receive? 

For purposes of the Plan of Adjustment, claims on account of COFINA bonds are calculated as 
follows: 

• with respect to current interest bonds: outstanding principal amount plus accrued and unpaid 
interest up to, but not including, May 5, 2017 

• with respect to capital appreciation bonds: compounded amount up to, but not including, May 
5, 2017 

A holder of uninsured Senior COFINA Bonds that does not elect to receive a Taxable Bond 
Distribution will receive consideration with an aggregate face value equal to approximately 93% of its 
claims, consisting of: 

• a strip of new, modified COFINA bonds, consisting of approximately 76% current interest 
bonds (“CIBs”), which pay cash interest on a semi-annual basis, and approximately 24% 
capital appreciation bonds (“CABs”), which do not pay out interest until maturity when the 
entire amount is due7 

• a pro rata share of approximately $600 million of the cash held at BNYM as of July 1, 2018 

                                                             
7  Most, if not all, of these new COFINA bonds will be exempt from U.S. federal income tax. The ratio of CABs to CIBs 
is as of the deemed issuance date (August 1, 2018) and is subject to change based upon Taxable Bond Distribution 
elections. 



 

 
  

• for existing CIBs, an amount of cash equal to the unpaid interest accrued as of, but not 
including, May 5, 2017 

• the amount of cash necessary to ensure the new COFINA CIBs are distributed in minimum 
bond par denominations of $1,000 

A holder of uninsured Junior COFINA Bonds that does not elect to receive a Taxable Bond 
Distribution will receive consideration with an aggregate face value equal to approximately 56% of its 
claims, consisting of: 

• a strip of new, modified COFINA bonds, consisting of approximately 76% CIBs, which pay 
cash interest on a semi-annual basis, and approximately 24% CABs, which do not pay out 
interest until maturity when the entire amount is due 8 

• for existing CIBs, an amount of cash equal to the unpaid interest accrued as of, but not 
including, May 5, 2017 

• the amount of cash necessary to ensure the new COFINA CIBs are distributed in minimum 
bond par denominations of $1,000 

Certain eligible holders, including Puerto Rico residents, have the option to elect to receive a Taxable 
Bond Distribution (as described below), instead of the above described distributions. 

Your brokerage house statement should contain the face value or original principal amount of your 
COFINA bond holdings as well as the current market price.  This information is broken down by the 
“CUSIP number” corresponding to each coupon and maturity date. You can use this information to 
determine the recovery you will receive. 

For more information regarding the treatment of claims under the Plan of Adjustment, see the 
Disclosure Statement, pages 81–92 (“Classification and Treatment of Claims”).   

For more information regarding the modified COFINA bonds to be distributed under the Plan of 
Adjustment, see the Disclosure Statement, pages xix–xxi (“Questions About the COFINA Bonds”) and 
134–159 (“Provisions Regarding COFINA Bonds”). 

5. What is a Taxable Bond Distribution? 

Holders of existing COFINA bonds that qualify as one of the following can make a Taxable Bond 
Distribution election: 

• a natural person that is a resident of the Commonwealth of Puerto Rico (for Puerto Rico 
personal income tax purposes) 

• an entity that is wholly owned by or entirely beneficially owned by one or more natural 
persons that are residents of the Commonwealth of Puerto Rico (for Puerto Rico personal 
income tax purposes), or  

• an entity that is not a Puerto Rico Investor and is an entity that is domiciled in Puerto Rico. 

                                                             
8  Most, if not all, of these new COFINA bonds will be exempt from U.S. federal income tax.  The ratio of CABs to 
CIBs is as of the deemed issuance date (August 1, 2018) and is subject to change based upon Taxable Bond 
Distribution elections. 



 

 
  

A holder of a Senior COFINA Bond that elects a Taxable Bond Distribution will receive (subject to 
certain limitations) a recovery of approximately 95% of its claims, consisting of: 

• modified COFINA bonds, comprised of entirely of CIBs, that are taxable for U.S. federal 
income tax purposes 

• the amount of cash necessary to ensure the new COFINA CIBs are distributed in minimum 
bond par denominations of $1,000 

• a cash fee equal to 2% of its claim from the $60 million set aside for such fees (net of any 
administrative costs of the election process—expected to be one-tenth of 1%)  

A holder of a Junior COFINA Bond that elects a Taxable Bond Distribution will receive (subject to 
certain limitations) a recovery of approximately 58% of its claims, consisting of: 

• modified COFINA bonds, comprised of entirely of CIBs, that are taxable for U.S. federal 
income tax purposes 

• the amount of cash necessary to ensure the new COFINA current interest bonds are 
distributed in minimum bond par denominations of $1,000 

• a cash fee equal to 2% of its claim from the $60 million set aside for such fees (net of any 
administrative costs of the election process—expected to be one-tenth of 1%)  

$60 million has been set aside to pay the additional 2% fee payable to holders that elect a Taxable 
Bond Distribution, meaning that holders of existing COFINA bonds with claims of up to $3 billion are 
eligible to receive a Taxable Bond Distribution.  If holders of claims in excess of $3 billion elect to 
receive a Taxable Bond Distribution, electing holders will receive a pro rata share of the Taxable 
Bond Distributions and the remainder of their distribution will be in the form of the standard 
distribution (described in question #4 above). 

The new federally taxable COFINA bonds received under a Taxable Bond Distribution will be CIBs 
with an average interest rate of 4.55%, an average expected life of 19.8 years and will mature in 
2040, with scheduled principal amortization payments beginning in 2035.  

By contrast, holders that do not elect to receive a Taxable Bond Distribution will receive mostly (if not 
entirely) bonds that are exempt from U.S. federal income tax.  These holders will not be entitled to the 
2% cash fee.  In addition, the holders that do not elect to receive a Taxable Bond Distribution will 
receive a mixture of both CIBs and CABs, as described above. The new federally tax-exempt 
COFINA bonds will have an average expected life of 28.2 years and an average interest rate of 
approximately 4.85%. 

When deciding whether to elect to receive a Taxable Bond Distribution, bondholders should discuss 
their options with their financial advisor.  Although Puerto Rico residents generally are not required to 
pay U.S. federal income tax, on-island holders should consider that the federally taxable bonds 
will likely trade at lower prices than the tax-exempt bonds.   

All of the new COFINA bonds will be exempt from Puerto Rico income tax. 

For more information regarding the Taxable Bond Distribution and illustrative examples of such a 
distribution compared with the standard distribution, see the Disclosure Statement, pages xi–xviii 
(“Questions About the Taxable Election”). 

6. How is the cash deposited with BNYM going to be used? 



 

 
  

As of July 1, 2018, approximately $1.2 billion in cash was held by BNYM, as trustee of the existing 
COFINA bonds.  Subject to creditor elections under the Plan of Adjustment and certain tax 
requirements, this cash is expected to be distributed under the Plan of Adjustment in approximately 
the following manner: 

• $620 million to be used to fund distributions on Senior COFINA Bonds under the Plan of 
Adjustment 

• $125 million to fund distributions on Senior and Junior COFINA Bonds under the Plan of 
Adjustment equal to unpaid interest accrued up to, but not including, May 5, 2017 

• $25 million to fund “rounding amount” distributions on Senior and Junior COFINA Bonds 
under the Plan of Adjustment to ensure that all holders receive new COFINA bonds in the 
minimum bond par denomination of $1,000. 

• $333 million to be paid to COFINA creditors who negotiated and signed the plan support 
agreement, which sets forth the terms for the COFINA Plan of Adjustment 

• $33 million to be paid to the Commonwealth 

• $5 million to be set aside to fund expenses of COFINA  

• $60 million to be used to pay the 2% cash fee under the Taxable Bond Distribution 

53.65% of the cash collected from the PSTBA and deposited with BNYM on or after July 1, 2018 will 
be deposited into the debt service account for the new COFINA bonds issued under the Plan of 
Adjustment.  The remainder will be distributed to the Commonwealth.  

For more information regarding the allocation of funds deposited with BNYM, see the Plan of 
Adjustment, pages 24–25 (§ 2.01(a), “Compromise and Settlement/Allocation of Funds”).  For a more 
detailed summary of the anticipated distribution of these funds, see Plan Support Agreement, 
Schedule 2.9 

7. How will accrued and unpaid interest be treated under the COFINA Plan? 

As described above, unpaid interest on existing COFINA bonds accrued through May 4, 2017 will be 
included in your claim under the Plan of Adjustment.  The existing bonds stopped accruing interest 
upon the commencement of COFINA’s Title III case (May 5, 2017). 

The new COFINA bonds distributed under the Plan of Adjustment started accruing interest as of 
August 1, 2018.  Interest accruing on the new COFINA bonds from August 1, 2018 through the 
effective date of the Plan of Adjustment will be paid in cash from the pledged sales tax allocated to 
COFINA for fiscal year 2019. 

For more information regarding the treatment of interest on existing COFINA bonds under the Plan of 
Adjustment, see the Disclosure Statement, page xix (“Questions About the Existing Securities”). 

8. If a holders of COFINA bonds sells his or her bonds today, who will receive the distributions 
on those bonds under the Plan of Adjustment? 

The owner of existing COFINA bonds on the distribution record date will receive distributions under 
the Plan of Adjustment.  This means that if a bondholder sells prior to the distribution record date, the 
purchaser of the bonds will receive the treatment and distributions provided for under the Plan of 

                                                             
9 The Plan Support Agreement can be found in Exhibit B to the Disclosure Statement. 



 

 
  

Adjustment.  The well-established market practice is that the sale price reflects the value of the bond, 
including the expected distributions due thereon. 

If you make a distribution election, however, you will be restricted from further trading or transfer after 
the January 8, 2019 voting/election deadline until the effective date of the Plan of Adjustment (the 
“Plan Effective Date”), which is the date on which you will receive the distribution you elected. 

9. Who will certify and distribute to COFINA bondholders the amounts they are owed (including 
principal and interest payments)?  Will this happen before the parties vote on the COFINA 
Plan? 

Claims in respect of Senior COFINA Bonds will be allowed under the Plan of Adjustment in the 
aggregate amount of $7,760,871,398.36. Claims in respect of Junior COFINA Bonds will be allowed 
under the Plan of Adjustment in the aggregate amount of $9,876,235,996.34.  

There will be a “Disbursing Agent” that will distribute to each holder of COFINA bond claims its 
distribution under the Plan of Adjustment within 10 business days following the Plan Effective Date. 

For more information regarding disputed claim amounts, see the Disclosure Statement, page 100–
103 (“Procedures for Treatment of Disputed Claims”). 

For more information regarding the time and manner of distributions under the Plan of Adjustment, 
see the Disclosure Statement, pages 95–100 (“Provisions Governing Distributions”). 

10. What still needs to happen before the new COFINA bonds can be issued? 

As mentioned above, the new COFINA bonds and other distributions under the Plan of Adjustment 
will be distributed to each holder of existing COFINA bonds within 10 days following the Plan Effective 
Date. 

There are several conditions precedent to the Plan Effective Date, including:  

• The requisite creditors must vote to accept the Plan of Adjustment.   

• The Plan of Adjustment must be confirmed by the Title III court.  At the confirmation hearing, 
currently scheduled for January 16, 2019, the court will consider the votes received from 
creditors, the objections raised (if any), the feasibility and fairness of the proposed plan, and 
compliance with applicable law in determining whether to confirm the Plan of Adjustment.   

• If the Plan of Adjustment is confirmed, the Plan Effective Date will occur once, among other 
things, the transaction documents necessary to implement the terms of the Plan of 
Adjustment are finalized and executed. 

The Plan Support Agreement requires the Plan Effective Date to occur by March 1, 2019 (or June 1, 
2019 if the government parties extend the deadline).  

For more information on the conditions precedent to the Plan of Adjustment, see the Disclosure 
Statement, pages iv (“What is required for the Plan of Adjustment to be confirmed?”), 104–110 
(“Conditions Precedent to Confirmation of the Plan” and “Conditions Precedent to the Effective Date”) 
and 127–134 (“Confirmation of the Plan of Adjustment”). 

11. Do bondholders need to do anything to establish their proof of claim against COFINA in the 
Title III case? 

A bondholder with claims limited to the repayment of principal, interest and other amounts arising 
under the existing COFINA bond resolution does not need to file an individual proof of claim under the 



 

 
  

bar date order entered by the Title III court,10 because the existing COFINA bonds are listed in the 
creditor list11 filed by the Oversight Board on behalf of COFINA, and because BNYM, as trustee for 
the existing COFINA bonds, has filed a master proof of claim12 on behalf of all holders of existing 
COFINA bonds.   

In addition, as discussed above, the Plan of Adjustment provides for claims in respect of existing 
Senior COFINA Bonds to be automatically allowed in the aggregate amount of $7,760,871,398.36 
and claims in respect of existing Junior COFINA Bonds to be automatically allowed in the aggregate 
amount of $9,876,235,996.34. 

You can find the bar date orders, creditor lists and frequently asked questions about the bar date and 
proofs of claim at https://cases.primeclerk.com/puertorico/ under “Bar Date.”  For more information on 
the allowance of bond claims under the Plan of Adjustment, see the Disclosure Statement, pages 76–
77 (“Allowance of Bond Claims”). 

12. Does Bonistas del Patio support the Plan of Adjustment? 

Yes, Bonistas del Patio supports the Plan of Adjustment which is also supported by some of the 
largest holders and insurers of COFINA bonds, the Government of Puerto Rico and the Fiscal 
Oversight and Management Board—because Bonistas del Patio believes it provides a fair and 
reasonable settlement of claims and disputes and offers a constructive path forward in the Puerto 
Rico fiscal recovery process. 

For more information regarding the reasons for Bonistas del Patio’s support of the Plan of 
Adjustment, see “Reasons Why BdP Supports the COFINA Plan of Adjustment,” available at 
http://www.bonistasdelpatio.com.co/documentos/.   

 

 

 

                                                             
10 Order (A) Establishing Deadlines and Procedures for Filing Proofs of Claim and (B) Approving Form and Manner of 
Notice Thereof [Case No. 17-3283, Dkt. No. 2521].  Order (A) Extending Deadlines for Filing Proofs of Claim and (B) 
Approving Form and Manner of Notice Thereof [Case No. 17-3283, Dkt. No. 3160]. 
11  Notice of Filing of Creditor List for Puerto Rico Sales Tax Financing Corporation (“COFINA”) [Case No. 17-3283, 
Dkt. No. 1216].   
12 Proofs of Claim Nos. 31920 and 33139, May 25, 2018.  You can find BNYM’s proofs of claim at 
https://cases.primeclerk.com/puertorico/Home-ClaimInfo.  


