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TO THE HONORABLE PUERTO RICO ENERGY BUREAU: 

In accordance with the Hearing Examiner’s Order,1 Intervenor the Official Committee of 

Unsecured Creditors of PREPA (the “Committee”)2 respectfully submits this Reply Brief on 

Legal & Policy Issues, and states as follows: 

I. PRELIMINARY STATEMENT 

Throughout this rate case, including the post-hearing briefing, the Committee has 

demonstrated that imposing, at this time, a Legacy Debt Rider, including the Bondholders’ so-

called “placeholder,” zero-dollar rider: (i) is unsupported by the existing evidentiary record; 

(ii) offers no efficiencies and would likely create more expense and delay; and (iii) is 

inconsistent with both the recommendations of PREB’s own consultants and the approach 

adopted by other regulators of electric utilities that were the subject of a bankruptcy.3   

The Bondholders’ recently-filed Initial Legal and Policy Brief only further highlights that 

establishing their proposed “placeholder” Legacy Debt Rider prior to the conclusion of PREPA’s 

Title III Case is imprudent and without legal and factual basis.  Indeed, the Bondholders 

improperly ask PREB to impose a Legacy Debt Rider now without any of the essential inputs 

and information that PREB will need to properly carry out its duties, not to mention ask PREB to 

interfere with the Title III Court’s exclusive jurisdiction to determine the amount, priority, and 

treatment of PREPA’s Legacy Debt.  Without that information and/or determinations by the Title 

III Court, it is unclear how the Bondholders believe that PREB has the ability or obligation to 

responsibly deliberate and decide the amount, format, or structure of such a rider.   

Yet, the Bondholders’ Initial Legal and Policy Brief repeatedly advances issues that: 

(i) are vigorously contested in the Title III Court (including by the Committee); (iii) on which the 

Title III Court (or the First Circuit, for that matter) has yet to rule; and (iii) the Title III Court, 

alone, has the authority to determine.  The Bondholders’ own brief, thus, demonstrates why 

PREB should not (and cannot) establish any Legacy Debt Rider prior to the final determination 

of the amount, priority, and treatment of all of PREPA’s Legacy Debt. 

 
1  Hearing Examiner’s Order on Exhibits, Miscellaneous Post-Hearing Matters, and Legal Issues, NEPR-AP-

2023-0003 (Dec. 22, 2025). 
2  The Committee was granted Intervenor status by order dated May 21, 2025. 
3  See, e.g., Committee’s Initial and Reply Briefs on Rate Design; Committee’s Initial Brief on Legal and Policy 

Issues, NEPR-AP-2023-0003.  Capitalized terms used but note defined herein have the meanings ascribed to 

such terms in the Committee’s prior briefs. 
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II. BONDHOLDERS’ INITIAL BRIEF RESTS ON HEAVILY CONTESTED 

ASSUMPTIONS AND UNDETERMINED LEGAL DISPUTES, WHICH ONLY 

THE TITLE III COURT CAN ADJUDICATE 

The Bondholders’ argument for a “placeholder” Legacy Debt Rider is premised on a 

series of assumptions, one of which is that the outcome of PREPA’s Title III Case would require 

PREPA to pay approximately $8.5 billion in bond debt—an assumption the Bondholders claim is 

based on a final ruling issued by the First Circuit Court of Appeals.  However, nothing in the 

Title III Case or the First Circuit’s ruling suggests that the Bondholders are entitled to recover 

$8.5 billion, or anything close to that amount.  In fact, the First Circuit (in language the 

Bondholders conveniently omit) explained that: 

[T]his is not to say that the Bondholders must be paid $8.5 billion. Rather, it is 

to say that the Bondholders’ allowed claim on PREPA’s estate is on the order of 

$8.5 billion. And that allowed claim is only secured “to the extent of the value 

of [the Bondholders’] interest” in the Net Revenues and the Sinking and 

Subordinate Funds. . . .  If the value of those liens is less than the allowed claim 

amount, then the Bondholders are undersecured.4 

*** 

We do not decide what effect, if any, confirmation of a plan of reorganization will 

have on the bondholders’ security interest, nor do we attempt to estimate the 

economic value of that security interest.5 

In other words, and contrary to the Bondholders’ representations to PREB, the First 

Circuit has never held that the Bondholders are “fully secured.”6  In fact, just this week, the Title 

III Court reiterated the very point that the Committee has been stressing to PREB throughout this 

rate case – that the “value of the Net Revenues, if any, securing [their claim against PREPA] is 

to be determined in the first instance by [the Title III] Court.”7  Moreover, the First Circuit 

held that the Bondholders’ claim is a nonrecourse claim, such that they may “look only to [their] 

collateral for satisfaction of [PREPA’s bond] debt and do[] not have any right to seek payment of 

any deficiency from [PREPA’s] other assets.”8 

In short, what the Bondholders are entitled to receive under any confirmed plan of 

adjustment is inextricably tied to the value of their security interest.  That value has not yet been 

determined by the Title III Court and cannot be determined by any other court or judicial or 

 
4  In re Fin. Oversight & Mgmt. Bd. for P.R., 121 F.4th 280, 312-13 (1st Cir. 2024) (internal citation omitted) 

(emphasis added).   
5  Id. at 290 (emphasis added). 
6  Bondholders’ Initial Post-Hearing Brief on the Revenue Requirement, NEPR-AP-2023-0003, at 89 (Jan 24, 

2026) (“[T]he First Circuit ruled that Bondholders’ $8.5B claim is fully secured by PREPA's Net Revenues....”). 
7  Opinion and Order Denying PREPA Bondholders’ Motion for Allowance of Administrative Expense Claim, Case 

No. 17-4780-LTS, Dkt. 6063, at 17 (D.P.R. Mar. 16, 2026) (emphasis added) (“Order Denying Bondholders’ 

Administrative Expense Motion”).  In this ruling, the Title III Court denied the Bondholders’ motion for a $3.7 

billion administrative expense claim against PREPA.  

8  In re Fin. Oversight & Mgmt. Bd. for P.R., 121 F.4th at 313-14 (internal citation omitted, emphasis added).   
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administrative body.  Nevertheless, the Bondholders, at best, gloss over this foundational issue, 

presenting as a fait accompli that PREPA will be required to pay them $8.5 billion.  But this rate 

case (and, even more narrowly, the wisdom of a placeholder Legacy Debt Rider) is not the forum 

to litigate the value of their secured claim.  That must be determined exclusively by the Title III 

Court, and any Legacy Debt Rider should not be based on assumptions about disputed issues that 

remain unresolved by the Title III Court.  

Similarly misplaced is the Bondholders’ argument that PREB can and should implement 

a Legacy Debt Rider now because the Bondholders have priority over other holders of Legacy 

Debt, such as general unsecured creditors.  This argument ignores that, as the Committee 

previously pointed out, certain General Unsecured Claims are entitled to priority over the 

Bondholders because they: (i) can and should be paid from assets that are not subject to the 

Bondholders’ liens; (ii) qualify as Current Expenses under the Trust Agreement; or (iii) constitute 

necessary operating expenses of PREPA or are expenses that preserved the value of PREPA’s 

ability to continue to generate and distribute electricity to its customers.  These issues have not 

yet been decided by the Title III Court, but whatever the ultimate outcome of these disputes, it 

cannot be disputed that these issues must be resolved by the Title III Court.  Yet, the Bondholders 

offer approximately five pages of argument in support of their interpretation of Current Expenses 

even though PREB has no authority to resolve it.  

Nor should PREB establish a “placeholder” Legacy Debt Rider on the argument that it is 

possible that the Title III Court and/or First Circuit could subsequently decide the Bondholders’ 

legal positions are correct (which the Committee disputes).  To the extent PREB establishes a 

Legacy Debt Rider in anticipation of one or more specific outcomes(s) of PREPA’s Title III 

Case—necessarily to the exclusion of all other outcomes—it would have no foundation for that 

decision.9  Until the Title III Court has determined the amount, priority, and treatment of all of 

PREPA’s Legacy Debt, and resolved the ongoing, complex disputes regarding the Bondholders’ 

claims and the extent of any repayment on the Bonds, PREB should take no action on the Legacy 

Debt Rider, in any form.10 

 
9  Indeed, it was by design that the record contains no evidence about the possible outcomes in PREPA’s Title III 

Case.  PREB’s February 10, 2026 Resolution & Order specifically excluded any evidence or testimony on the 

amount of Legacy Debt and the method for determining that debt.  Accordingly, the Bondholders’ extensive 

arguments about the amount and priority of their claim against PREPA does not only ask PREB to insert itself 

into the Title III Court’s exclusive jurisdiction—it also runs counter to PREB’s directive for the rate case.   
10  This is also why PREB does not have any statutory duty to impose an empty “placeholder” Legacy Debt Rider 

prior to the outcome of PREPA’s Title III Case.  The Bondholders argue that “PREB is charged with ensuring 

that PREPA can repay its bond obligations.”  Bondholders’ Initial Legal and Policy Brief, NEPR-AP-2023-
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III. IMPLEMENTING A LEGACY DEBT RIDER WILL NOT FACILITATE 

PREPA’S EXIT FROM TITLE III  

The Bondholders assert that PREB’s implementation of a “placeholder” Legacy Debt 

Rider now will “facilitate[] PREPA’s exit from Title III.”11  This is simply not true and there is 

zero evidence in the record to support that conclusion.  As explained in the Committee’s prior 

briefing, every alleged efficiency or benefit the Bondholders predict would materialize from 

implementation of a “placeholder” Legacy Debt Rider remains speculative argument, 

unsubstantiated by the evidentiary record or, worse, expressly contradicted by it.12    

IV. CONCLUSION 

The Bondholders’ latest brief is 53 pages, much of which is devoted to legal argument (or 

assumed legal conclusions) related to the amount, priority, and treatment of PREPA’s Legacy 

Debt.  But those questions are exclusively within the jurisdiction of the Title III Court, and PREB 

should not make any decisions based on the Bondholders’ self-serving presentations of those 

highly disputed and complex issues.  PREB, however, need not reach any of these legal 

questions because the Legacy Debt Rider should be dispensed with on much simpler grounds: 

the inadequacy of the evidentiary record.   

Respectfully submitted on March 20, 2026. 
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0003, at 10 (Mar. 6, 2026).  But PREB is not charged and, indeed, is prohibited from, answering any of the 

predicate questions, including the most basic one: how much money are the Bondholders entitled to receive?  

PREB has, and can have, no duty until that question is answered—and it can be answered only by the Title III 

Court.   
11    Id. at 2. 
12  Committee’s Reply Brief on Rate Design, NEPR-AP-2023-0003, at 9 n.37 (Mar. 3, 2026) (noting, prior to 

submission of the Bondholders’ Initial Brief, that “[n]othing in the record …  substantiates this assertion.”).  

Nor should it be lost on PREB that the Bondholders oppose confirmation of PREPA’s current plan of 

adjustment and, in doing so, delay (at best) or block (at worst) PREPA’s exit from bankruptcy. 
13 This service list conforms to the email from Ms. Sonia Seda Gaztambide dated February 6, 2026. 
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