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Hedge funds, Solus Alternative Asset Management and
Angelo Gordon, use extremely short-sighted strategies in order
to score payouts for themselves and their investors. And
whether they are forcing Toys'R'Us to shut down or extracting
profit from a Puerto Rico in crisis, the people paying

Jor their profits are the people who need that money most.
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INTRODUCTION

The hedge funds that forced
Toys ‘R’ Us to shut down and
threw tens of thousands of
workers out of their jobs have
played a similarly destructive
role in Puerto Rico, speculating
on government-issued debt
and using aggressive tactics to
pursue massive profits at the
direct expense of Puerto Ricans.

Hedge funds, Solus Alternative Asset Management
and Angelo Gordon, use extremely short-sighted
strategies in order to score payouts for themselves
and their investors. And whether they are forcing
Toys R Us to shut down or extracting profit from a
Puerto Rico in crisis, the people paying for their
profits are the people who need that money most.

Solus and Angelo Gordon, on the other hand, hardly
need the money. Solus manages $8 billion in assets,
and Angelo Gordon manages $23 billion." Even a
modest year of returns likely translates into tens of
millions of dollars in earnings for the firms’ CEOs,
Christopher Pucillo of Solus and Michael Gordon of

Angelo Gordon. Both lead lavish lifestyles—with
massive estates and vacation homes in rarefied
locales like Jupiter, FL, Telluride, CO, and Great
Barrington, MA.

On the other end of these deals are people for
whom these dollars would pay for basic necessities:
Toys R Us workers who were unceremoniously

laid off without severance, and Puerto Ricans who
are seeing massive cuts to essential services like
education and healthcare and still recovering from
the devastation caused by Hurricane Maria.

The people suffering these consequences are, in
some cases, one and the same: Toys R Us workers
who were at stores in Puerto Rico or who had left
the island in search of better economic prospects,
in some cases in the wake of Hurricane Maria.

While it might be too late to save Toys R Us, these
hedge funds can still choose to give up a percentage
of their profits to ensure the workers whose lives they
have turned upside down receive some kind of relief.

In the case of Puerto Rico, both hedge funds should
cancel the debt they hold, completely—after
Hurricane Maria, in the middle of a deep economic
crisis, no dollars should be transferred away from
funding essential services on the island into the
pockets of vulture speculators like Christopher Pucillo
and Angelo Gordon.

1 https://www.hfalert.com/documents/FG/hsp/hfa-rankings/587624_Top200Managers.pdf
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FINANCIAL CRISIS

Students Are Now Leading the
Resistance to Austerity in Puerto Rico

Some $40 billion of the island’s debt could be illegal—so why is the government
shutting down the audit commission?

Students, workers, and other activists al Puerlo Rico’s capilol building, April 18, 2017.
(Aurora Muriente Pastrana)

Aurora Muriente Pastrana, who is both a law-school student and adjunct
professor in the humanities department at the University of Puerto Rico
(UPR), had come to the steps of Puerto Rico’s capitol building on April 18
with a group of university students, professors, workers, and activists to raise
their voices against the passage of a bill that would eliminate the
government-funded Debt Audit Commission, which was created in 2015 to
audit the island territory’s $70-plus billion in debt. In solidarity with a group
called the Citizen Front for Auditing the Debt, the growing crowd began to

stir when representatives of the Citizen Front were not allowed access to the

building to observe the bill’s hearings, as is their constitutional right.

Muriente, who is part of a movement that has shut down university
operations since March, said the crowd was chanting “We’re Citizens, Not
Criminals!” with some urging the police to join them, since their pensions
were also threatened by austerity measures. But then, in a poignant echo of
the violence that occurred on these same steps in 2010, the demonstrators
were, without warning, beset by nightstick wielding riot police, who fired a

barrage of pepper spray at them.

“T was recording what was happening, and the spray reached my hands and
arms and I breathed in a lot of it. T had to receive medical assistance,”
Muriente said. “Other students and professors were sprayed in the face and

hit with billy clubs indiscriminately.”

Tensions are rising again, now that the Fiscal Control Board
has begun to push for austerity measures.

NOTE: This report includes profiles of former Toys
“R" Us workers from across the Puerto Rican
diaspora and their stories of how hedge fund attacks
on Toys “R" Us and Puerto Rico have hurt them,
theirfamilies and their communities.

Toys “R* Us struggled
to.pay $400 million
every year

Despite bringing
in $11 billion in
annual revenue,

kry

Bankruptcy judge approves $14M Toys R Us executive
bonus payout

their concern is
not for the people

So it has been
thoroughly devastating.
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SOLUS & ANGELO GORDON

Solus Alternative Asset Management
and Angelo Gordon both embrace
classic vulture strategies, buying up
the debt of faltering companies on the
cheap and using financial and legal
maneuvers to extract value — in some
cases by forcing companes through
bankruptcy and liquidation.

Solus spelled out this strategy in a 2012 presentation,
highlighting the advantages of liquidations.? “Unlike
traditional distressed opportunities,” the presentation
argued in Wall Street-speak, “liquidations remove
valuation and process risks.” Bar charts in the
presentation show the additional value that can be
extracted through liquidation. The presentation
highlighted the hedge fund’s “extensive experience in
evaluating complex liquidations.”

Solus CEO Christopher Pucillo elaborated on this
strategy in an interview with Pensions & Investments,
where he said that the company had set up “special
products” focused on “liquidating bankruptcy
assets.”? In the interview, he hailed his hedge fund’s
involvement in the American Airlines bankruptcy and
its subsequent merger with US Airways as an

example of a major success, noting that the process
cleaned up the company’s balance sheet, settled
some “union issues,” and sent the stock soaring. That
bankruptcy, like many bankruptcies, was widely seen
as a union-busting tool; the unions eventually threw
their support behind the US Airways merger in order
to escape draconian cuts in the bankruptcy process.*

QOLUS

ALTERNATIVE ASSET MANAGEMENT

ANGELO
GORDON

AG

Pucillo has headed Solus since 2007, when it was
spun out of Stanfield Capital Partners. Previously, he
was head of high yield loan trading at Morgan Stanley.

Angelo Gordon also has a major focus on vulture
strategies, which are often included under the
euphemistic label of “distressed debt” investing. Its
website notes that “Distressed debt investing has

2  https://investmentmagazine.com.au/wp-content/uploads/2012/09/Christopher-Pucillo-Solus.pdf

3  http://video.pionline.com/media/Solus%27 +Pucillo+discusses +distressed+investing/0_a1x38ccj/0

4  http://inthesetimes.com/working/entry/13786/labor_tension_rising_at_american_airlines_as_bankruptcy judge oks_union_bus
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been a core Angelo Gordon investment strategy clients. For example, New York City’s pension fund is
since the firm's inception.”® The firm was founded in an investor, and Angelo Gordon had even hired its

1988 by the late John M. Angelo and Michael L. former head, Larry Schloss, as an executive in 2013.'2
Gordon. Gordon is still CEO and CIO of the firm.
Angelo and Gordon were executives at L.F, s

Rothschild prior to founding the hedge fund in 1988. & g comirtteaih
Fittingly, they left the company shortly before it filed

snt-only-amazon-1535034401

THE WALL STREET JOURNAL.

for bankruptcy and shut down.

One of the hedge fund’s more notable vulture plays
was its 2009 investment in FairPoint, an internet

provider and phone service company based in North o | .‘ _

Carolina. Fairpoint’'s 2007 acquisition of Verizon's . .
o Mp o 7H g e Who Killed Toys ‘R’ Us? Hint: It Wasn’t Only
usiness in Maine, New Hampshire, and Vermont for
> . P ’ Amazon
$2.72 billion had backfired, and the company's debt A small group of hedge funds decided the iconic retailer was worth more dead than
load had become unsustainable.s As it faltered and alive, a sign of debtholders’ increasing power in bankruptcy court
declared bankruptcy in October 2009, Angelo Gordon | gy grerchen Morgenson and Lillian Rizzo
bought up the company’s senior secured debt, a Fieki. 25 20 B ARG At ET

move which would eventually make it the company’s
. When Toys “R” Us sought bankruptcy protection last September, there was good
biggest shareholder.” e Lk R =
reason to believe the iconic retailer would work through its problems and
emerge a leaner but viable company. Its suppliers were confident enough they

The company emerged from bankruptcy on January _ _ ,
continued to fill its shelves with toys.

2011.2 With Angelo Gordon as its largest shareholder,
. . . On March 15, however, to the surprise of most people involved, the 70-year-old
the company began an aggressive campaign against

) ) ) ) company announced it was shutting for good. Some 33,000 workers lost their
its workers, cutting health benefits and freezing
pensions.? The workers fought back by going on

strike, at one point picketing a meeting of the board - .
of trustees of Colby College, where Michael Gordon Solus Alternative Asset Management, a New

holds a seat.'® The four-month strike—the longest in York hEdgeﬁl”d’ P"essedfour other Toys R’ Us

the telecommunications industry in decades—ended debtholders to conclude that the company was
in February of 2015, when the unions ratified a worth more dead than alive, according to two

new contract.™ Toys “R” Us directors. That was enough to halt
It is ironic that Angelo Gordon wanted to eliminate the company’s frantic restructuring effort.”

the pensions of FairPoint's workers, because it

counts numerous public workers’ pension funds as

https://www.angelogordon.com/strategies/credit/distressed-debt
https://www.nytimes.com/2007/01/17/business/17verizon.htm/
https://www.businessinsider.com/insider-trading-report-john-angelo-and-michael-gordons-big-bet-2011-5

© N O O

https://www.prnewswire.com/news-releases/fairpoint-communications-completes-restructuring-process-and-emerg-
es-from-chapter-11-with-significantly-lower-debt-114497784.html
9 https://www.pressherald.com/2014/10/14/fairpoint-freezing-pensions-of-union-workers

10 https://www.centralmaine.com/2014/10/24/fairpoint-strikers-picket-at-colby-college-say-trustee-can-help-resolve-dispute,

Gordon is also a member of the board of directors of Damon Runyon Cancer Research Foundation:
https://www.damonrunyon.org/our-strategy/our-leadership

11 http://labornotes.org/2015/02/telecom-strikers-win-limits-outsourcing

12 http://www.finalternatives.com/node/24985

October 2018 — Hedge Papers No. 63 6


https://www.angelogordon.com/strategies/credit/distressed-debt
https://www.nytimes.com/2007/01/17/business/17verizon.html
https://www.businessinsider.com/insider-trading-report-john-angelo-and-michael-gordons-big-bet-2011-5
https://www.prnewswire.com/news-releases/fairpoint-communications-completes-restructuring-process-and-emerges-from-chapter-11-with-significantly-lower-debt-114497784.html
https://www.prnewswire.com/news-releases/fairpoint-communications-completes-restructuring-process-and-emerges-from-chapter-11-with-significantly-lower-debt-114497784.html
https://www.pressherald.com/2014/10/14/fairpoint-freezing-pensions-of-union-workers
https://www.centralmaine.com/2014/10/24/fairpoint-strikers-picket-at-colby-college-say-trustee-can-h
https://www.damonrunyon.org/our-strategy/our-leadership
http://labornotes.org/2015/02/telecom-strikers-win-limits-outsourcing
http://www.finalternatives.com/node/24985

SHUTTING DOWN

TOYS R' US FOR PROFIT

After declaring bankruprcy last year,
Toys R Us could have undergone a
re-orgamzation that would have
preserved the iconic company and its
operations. Instead, a group of five
hedge fund creditors with a strong
enough nvestment position to
control the company’s future decided
that they could squeeze more profit
out of their investments if they forced
1t to shut down and sell off its assets.

The group of hedge funds was led by Solus
Alternative Asset Management, which had built up a
large position in a layer of secured Toys R Us debt
that gave it a powerful negotiating position, because
owners of it had put up collateral for bankruptcy
financing."® As of June 2018, Solus owned $221
million of the $1 billion in B4 debt issued, a position it
had built up over the course of the bankruptcy. The
price of the debt fell over the course of the
bankruptcy proceeding, trading below 40 cents on

the dollar, at one point, then rebounded when the
company announced it was liquidating (it was selling
well above 50 cents on the dollar, as of August).'

Toys R Us leadership had been searching for ways to
save the company, and developing plans for reorgani-
zation. But to buy themselves time to put a plan in
place, they needed to secure a waiver of cash flow
forecast requirements from the B4 creditors. The
company received one two-month waiver in January,
but B4 creditors, led by Solus, declined to offer an
extension beyond one week, and under conditions
that would have spelled doom for the company —
requiring it not to pay vendors or landlords.

At that point, Toys R Us decided that it had to shut down.
33,000 workers were laid off, without severance.

Solus built up the largest stake in B4 debt and led
the strategy that led to the liquidation. But it was not
alone in pursuing the company’s destruction.

Angelo Gordon acted as a sort of lieutenant in the
trade, recently joining Solus in penning a letter to
Toys R Us workers telling them that they would do
nothing to help them secure severancein the wake of
the liquidation.

Lawyers for the hedge funds wrote that “we do not
believe there is a sound basis to claim that Toys “R” Us

13 https://www.wsj.com/articles/who-killed-toys-r-us-hint-it-wasnt-only-amazon-1535034401

14 See price chart: https://www.wsj.com/articles/who-killed-toys-r-us-hint-it-wasnt-only-amazon-1535034401
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secured lenders should make additional financial
contributions for the benefit of employees or other
unsecured lenders” — essentially telling workers that
because they did not own the correct financial
instrument, they had no right to pay.'®

Two other hedge funds, Highland Capital and
Oaktree Capital, along with a mutual fund, Franklin
Mutual, had previously joined Solus and Angelo

Gordon as B4 creditors pushing for liquidation.

TOYS "R" US WORKER SPOTLIGHT

Jose Silva

PORT ST. LUCIE, FL

| grew up in San Juan, Puerto Rico in a 500 square foot
apartment with my mom and sister. My mom worked hard, but
only earned $7.25 an hour to support my sister, me, and my
grandparents. Times were really tough for us. We lived through
government shutdowns. | lost classmates to violence. There
was desperation all around us.

| was 19 when my mom, my sister and | left the island. Like so
many before me and most of my own family members, we didn't
want to leave but we had to. We wanted a safer, more stable
life. All we wanted was the opportunity to work hard and raise
our families.

| found that opportunity in retail, but it hasn't been easy. |
worked my way up while taking on seasonal work. Then
I landed at Toys “R" Us 4 years ago. | was transferred from store
to store, including the international store in Puerto Rico, where
| worked for 2 years. It was strange returning to Puerto Rico,
and sadder to see that so many problems were unchanged.
When | worked at the largest Toys R Us store on the island and
found a community with my team members throughout my
years at Toys “R” Us. | met my wife through working at Toys “R”
Us. Today we have a g month old and another one on the way.

| was on a conference call with other managers when | found
out the company was liquidating. | was heartbroken. My wife
and | had just had our baby daughter and were looking forward
to raising our family in our Toys “R" Us community. | ended up
working all the way to the end of the liquidation and closed 2
stores, during which | saw this company and community we
built up being torn apart and the workers treated like garbage.

Working at Toys “R” Us gave me the ability to work toward
stability after Puerto Rico, but it was taken from me by the
same Wall Street vultures that caused so much destruction on
my island that forced my family to leave in the first place. They
owe me and my family. They owe 33,000 Toys “R" Us families
and so many more in Puerto Rico and in the diaspora.

15 https://www.bloomberg.com/news/articles/2018-08-22/toys-r-us-secured-lenders-reject-paying-for-worker-severance
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EXTRACTING PROFIT FROM A

PUERTO RICO IN CRISIS

Solus & Angelo Gordon do not just
prey on companies 1 crisis — they also
turn these speculative tactics against
the people of Puerto Rico. Both hedge
Junds bought up large portions of
Puerto Rico’s debt at low prices in the
interest of extracting high payouts on
it. Money that could be paying for a
Just recovery and essential services,
such as healthcare and education, will
instead line therr pockets.

SOLUS

Solus Alternative Asset Management has flown
under the radar in Puerto Rico’s restructuring, but in
fact has played an aggressive role around two
significant pieces of the debt: debt issued by the
Government Development Bank (GDB) and
unsecured loans to PREPA, the power authority.
Solus has been part of a the group of hedge funds
speculating on debt issued by the Government
Development Bank, using aggressive legal
strategies to pursue payment on the debt. Solus was
first reported to be part of the “Ad Hoc Group” of
hedge funds negotiating with the Government

Development Bank in 2015. The group also included
Fir Tree Partners, Brigade Capital Management,
Claren Road Asset Management, and Fore Research
& Management. Though the exact amount of GDB
debt owned by Solus is unknown, as of 2016 the group
of hedge funds claimed to own close to a quarter

of the $4.1 billion in GDB debt, around $935 million.

Solus played hardball. In April 2016, it and several of
these hedge funds filed suit in federal court to
compel the GDB to freeze deposits in order to
protect their payments. The hedge funds withdrew
their request for a temporary restraining order shortly
thereafter, following an executive order barring
non-essential transfers out of the GDB. The next
month, they reached a preliminary deal with the GDB
around debt repayment, but again filed suit following
the amendment of the Puerto Rico Emergency
Moratorium and Financial Rehabilitation Act, which
would have prioritized the rights of depository
financial institutions such as credit unions over hedge
fund vultures.

In 2017 and 2018, Solus has continued to be part of
the group of hedge funds negotiating restructuring
agreements with the GDB under Title VI, the voluntary,
out-of-court process provided for under PROMESA
(The Puerto Rico Oversight, Management, and
Economic Stability Act). As of September 2018, the
deal has been approved by creditors and is supposed
to pay out 55 cents on the dollar for GDB debt that
was once trading as low as 12 cents on the dollar.
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SOLICITATION STATEMENT

GDB

SOLICITATION OF QUALIFYING MODIFICATION IN RESPECT OF

SENIOR NOTES, 2006 SERIES B,
SENIOR NOTES, 2010 SERIES A,
SENIOR NOTES, 2010 SERIES B,
SENIOR NOTES, 2010 SERIES C,
SENIOR NOTES, 2010 SERIES D,
SENIOR NOTES, 2011 SERIES B,
SENIOR NOTES, 2011 SERIES H,
SENIOR NOTES, 2011 SERIES I,
SENIOR NOTES, 2012 SERIES A,
SENIOR NOTES, 2016 SERIES A, AND
THE OTHER GDB BOND CLAIMS (AS DEFINED HEREIN) AND
SENIOR GUARANTEED NOTES (2013) SERIES B-1,

IN EACH CASE, OF
BANCO GUBERNAMENTAL DE FOMENTO PARA PUERTO RICO (THE GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO, HEREIN “GDB”)

THIS SOLICITATION STATEMENT IS IMPORTANT AND NEEDS YOUR IMMEDIATE ATTENTION

This Solicitation will expire at 5:00 P.M., New York City time, on Scptember 12, 2018, unless such time or date is extended by GDB (such time and date, as the same may be
extended, the “Voting Deadline™). Eligible Voters (as defined herein) should be aware that the deadlines set by any custodian, intermediary or clearing system may be earlier than
the Voting Deadline. Ballots (as defined herein) may be revoked at any time prior to the Voting Deadline.

Upon the terms and subject to the conditions set forth in this Solicitation Statement (as defined herein) and the related ballots (as they may be supplemented and amended from time
to time, the “Ballots™ and, together with this Solicitation Statement, the “Solicitation Package”), GDB is soliciting voles Irom its creditors thatl are Eligible Volers (such solicitation ol
votes, the “Solicitation”) to approve the qualifying modification described in “The Qualifying Modification” in this Selicitation Statement (such qualifying modification as so
certified by the Oversight Board (as defined herein) under Section 601(g)(2) of PROMESA (as defined herein), the “Qualifying Modification”) pursuant to Title VI of PROMESA. If
the Qualifying Modification is approved pursuant to this Selicitation and the other conditions to its consummation are satisfied, the consummation of the Qualifying Modification
will result in a financial restructuring of certain of GDB’s indebtedness, pursuant to which all Participating Bond Claims (as defined herein), whether or not the holders thereof have
voted in this Solicitation to approve the Qualifying Modification, will be mandatorily exchanged at a discount for New Bonds (as defined herein) issued by a newly formed statutory
public trust and governmental instrumentality, the GDB Debt Recovery Authority (the “Issuer”), created by the Legislative Assembly of the Commonwealth of Puerto Rico (the
“Commonwealth™). The New Bonds will be special limited obligations ol the Issuer and secured by, and payable solely from, Collections (as delined in the Preliminary Offering
Memorandum attached as Exhibit E hereto (the “Offering Memorandum™)) on certain assets of GDB that will be transferred by GDB to the Issuer. For additional information on
the Qualifying Modification, sce “The Qualifying Modification” in this Solicitation Statement.

All benehcial owners ol Participating Bond Claims 1n each of the two GIIB Pools (as delined and lurther described herein) (each, an “Ehgible Voter” and, collectively, the “Ehgible Voters™ or
“you”) as of July 31, 2018 (such date, the “Voting Record Date”) are entitled to vote in this Solicitation to approve or reject the Qualifying Modification. Your vote is important regardless of
the amount of Participating Bond Claims that you hold. For additional information on the qualifications to be an Eligible Voter, sce “Principal Terms of this Solicitation—Eligible Voters™ in
this Solicitation Statement.

Eligible Voters holding GDB Bond Claims (as defined herein) and Eligible Voters holding Guaranteed Bond Claims (as defined herein) will vote separately in this Solicitation to approve or
reject the Qualifying Modification, and cach such group of Eligible Voters must vote to approve the Qualifying Modification for it to be approved and consummated. For additional information
on the separate voting pools, see “Principal Terms of this Soficiiation  Voiing Pools” m tms Soheitation Statement

If GDB receives votes approving the Qualifying Modification from Eligible Voters holding as of the Voting Record Date (i) not less than a majority of the aggregate amount of Participating
Bond Claims in each GDB Pool (which, as described herein, includes only Participating Bond Claims for the Outstanding (as defined herein) principal amount of Outstanding Participating
Bonds) and (11) not less than 66 %3% ol the aggregate amount of Participating Bond Claims m each GIDB Pool (which, as described heremn, includes only Participating Bond Claims [or the
Outstanding principal amount of Outstanding Participating Bonds) for which Ballots are validly delivered and not validly revoked in this Solicitation, and certain other conditions precedent
described herein are satisfied, all holders of Participating Bond Claims will mandatorily receive New Bonds in exchange for such claims and will not be able to retain their Participating Bond
Claims. For additional information on the requisite approvals required for the Qualifying Modification, see “Description of PROMESA—Title VI of PROMESA” and “Principal Terms of this
Solicitation—Requisite Approvals”™ in this Solicitation Statement.

Based on information provided to GDB by the parties to the Restructuring Support Agreement (as defined herein), holders of at least a majority of the amount of the GDB Bond
Claims in the GDB Bond Claims Pool (as defined herein) and 100% ol the amount of the Guaranieed Bond Claims in the Guaranieed Bond Claims Pool (as delined herein) have
agreed to vote to approve the Qualifying Modification, subject to certain terms and conditions contained in the Restructuring Support Agreement. I'or additional information on the
Restructuring Support Agreement, see “The Qualifiing Modification  The Restructuring Support Agreement” in this Solicitation Statement

This Solicitation and the Qualifying Modification involve complex financial decisions and agreements that involve substantial risks. Prior to making any decision with respect to this
Solicitation and/or voting to approve or reject the Qualifying Modification, you should carefully read the entire Solicitation Statement, the Offering Memorandum attached hereto and all
exhibits, appendices and altachments 1o each and consult with your legal, Mnancial and tax advisors to analyze the terms and nisks of this Sohcitation and the Quahlying Modification. For
additional information on certain of the risks relating to this Solicitation, see “Risk Factors™ in this Solicitation Statement.

The Solicitation Agents for this Solicitation of Qualifving Modification are:

BofA Merrill Lynch Barclays
Lead Sohcitation Agent Co-Sohcitation Agent

The date of this Solicitation Statement is August 9, 2018.




Solus is also the largest unsecured creditor of
PREPA (Puerto Rico Electric Power Authority),
holding $284 million in unpaid principal of fuel line
loans as of February 1, 2018.'¢ Fuel line loans are
lines of credit extended to PREPA to allow it to
purchase fuel. Solus appears to have first assumed
the role in 2015, when the hedge fund purchased a
$146 million unsecured fuel line loan from Citigroup.
The loans are unsecured, but Solus and Scotiabank
— the other main fuel line lender — have argued
that the loans are senior to other forms of PREPA
debt, due to the seniority guaranteed by the
original agreements.

ANGELO GORDON

Angelo Gordon has also been speculating on Puerto
Rico's debt. The hedge fund is part of the Ad Hoc
Group of PREPA Bondholders, a group of investment
firms that hold approximately $2.9 billion in
aggregate principal amount of uninsured PREPA
bonds. As of September 11, 2018, Angelo Gordon
owned $207,742,716 in uninsured PREPA debt and
$165,000 in Commonwealth debt.'” The hedge fund
had previously reported $321,932,716 in uninsured
PREPA debt in documents filed in federal court, and
appears to have begun unwinding its position in
August 2018.

Apparently, Angelo Gordon's interest in Puerto Rico
goes back to 2006, when it became one of the top
contributors to then resident commissioner Luis Forturio,
as reported by the Center for Responsive Politics.'®

But it was after Puerto Rico’s debt started to spiral
out of control that Angelo Gordon began buying
up debt and pressing its case for payment. The
aggressive campaign started in 2015.

Angelo Gordon hired law and lobbying firm Venable
to stop HR. 870, the Puerto Rico Chapter g Uniformity
Act of 2015, a bill sponsored by then resident
commissioner Pedro Pierluisi to include Puerto Rico
in Chapter 9 bankruptcy.'® One of those lobbyists
was Andrew Olmem, who was appointed by president
Trump as his special assistant for financial policy.
Last year he was granted an ethics waiver by

the White House, allowing him to meet with hedge
funds involved in Puerto Rico’s debt crisis, including
Angelo Gordon.??

Angelo Gordon'’s relationship with President Trump is
broader. The hedge fund manages some of his
investments through two funds, AG Diversified Credit
Strategies Fund LP and AG Eleven Partners LP, as
reported in Trump’s financial disclosures.?’
Interestingly, AG Eleven Partners was one of the
signatories of the forbearance agreement between

PREPA and its creditors in 2015, meaning it had
investments in PREPA’s bonds.??

16 https://cases.primeclerk.com/puertorico/Home-DownloadPDF?id1=NzE2M;Y4&id2=0

17 See Fourth Verified Statement: https://cases.primeclerk.com/puertorico/Home-DownloadPDF?id1=0Dk2MDk1&id2=0

18 https://www.opensecrets.org/members-of-congress/contributors ?cycle=2006&cid=N00026264

19 https://www.opensecrets.org/lobby/billsum.php ?id=hr870-114

20 https://www.whitehouse.gov/sites/whitehouse.gov/files/ANDREW%200LMEM.PDF ;
He is now deputy director of domestic policy on the National Economic Council:
https://www.bloomberg.com/news/articles/2018-07-02/white-house-names-olmem-willems-as-acting-deputies-to-kudlow

21 2015: https://www.documentcloud.org/documents/3035802-Donald-Trump-2015-Financial-Disclosure.html ,

20186: https://www.documentcloud.org/documents/2838696-Trump-2016-Financial-Disclosure.html ,

2017: https://www.documentcloud.org/documents/3867112-Trump-Financial-Disclosure-2017.html

22 http://www.gdb.pr.gov/documents/PREPA-BondholderForberanceAmendmentEXECUTED.pdf

October 2018 — Hedge Papers No. 63


https://cases.primeclerk.com/puertorico/Home-DownloadPDF?id1=NzE2MjY4&id2=0
https://cases.primeclerk.com/puertorico/Home-DownloadPDF?id1=ODk2MDk1&id2=0
https://www.opensecrets.org/members-of-congress/contributors?cycle=2006&cid=N00026264
https://www.opensecrets.org/lobby/billsum.php?id=hr870-114
https://www.whitehouse.gov/sites/whitehouse.gov/files/ANDREW%20OLMEM.PDF
https://www.bloomberg.com/news/articles/2018-07-02/white-house-names-olmem-willems-as-acting-deputies-to-kudlow
https://www.documentcloud.org/documents/3035802-Donald-Trump-2015-Financial-Disclosure.html
https://www.documentcloud.org/documents/2838696-Trump-2016-Financial-Disclosure.html
https://www.documentcloud.org/documents/3867112-Trump-Financial-Disclosure-2017.html
http://www.gdb.pr.gov/documents/PREPA-BondholderForberanceAmendmentEXECUTED.pdf

Days after Hurricane Maria hit Puerto Rico, when
residents were struggling to survive without
electricity and water, the Ad Hoc Group of PREPA
Bondholders, including Angelo Gordon, offered the
beleaguered government $1.85 billion in new loans.

In other words, their first reaction to the disaster was
to propose that the government to take on more debt.

The offering was structured in two parts, $1 billion in
a so-called debtor-in-possession (DIP) loan, a low
risk loan for institutions under bankruptcy protection,
and an interchange of $1 billion of existing bonds for
another $850 million DIP note, meaning there was a
$150 million debt cut. As reported by The Intercept:
“DIP financing, typically done for bankrupt entities, is
considered low-risk because it puts the creditor in a
senior position to get paid back in full. By swapping
PREPA bonds, which are junior to other forms of
Puerto Rican debt, with DIP loans, the bondholders
would put themselves in a better position for
repayment. They are more valuable bonds to hold."23

Recently, on July 30, 2018, Angelo Gordon was one of
the signatories to the preliminary restructuring
agreement of PREPA.?* This deal, as it is, imposes
a “transition charge”, a sort of regressive tax that
increases over time with the sole purpose of
paying the electrical authority’s debt. If it becomes
final, Puerto Ricans will be required to pay off
PREPA’s debt for the next 40 years.

Notably, Solus and Angelo Gordon are not the only
Toys R Us vulture funds that have set their sights on
Puerto Rico — Franklin and Oaktree are also
speculating on various components of the island’s debt.

TOYS "R" US WORKER SPOTLIGHT

Madilyn Muniz

BRONX, NY

| worked at the Toys “R" Us store on Bruckner Ave. in the Bronx
for almost 20 years. In those two decades, | was divorced,
became a single mother, and raised my two children on what |
brought home. | also moved my parents in with me from Puerto
Rico a few years ago and cared for my father until we lost him
to cancer. Toys “R" Us was more than a job. It gave me the
ability to raise my kids and support my parents, and the flexibility
to take my father to chemo appointments and be with him
through the end of his life. | found my second family in the
community of women — many also from the island — that |
worked with at Toys “R” Us, and we supported each other
through the ups and downs in our lives.

| lost all of that on June 30. | was able to get a part-time job at
Burlington Coat Factory across the street from my Toys “R” Us
store, but it is not enough to cover even the basics. It is so
expensive to live in New York. | am scrambling between my job,
caring for my elderly mother at home, looking for a second job
and making multiple trips to the social services office and
jumping through all these hoops just to get public assistance
for my family.

| was ignorant of what was really happening on the island. |
thought it was the government but it's really these Wall Street
firms involved. We're all Americans and these are facts of what
happened.

These Wall Street vulture hedge funds are making it impossible
for all of us to survive — either in Puerto Rico or here in the
Bronx. | sometimes find it hard to believe that they're right here
in Manhattan, because it feels like we're living in completely
different worlds. They don't know the New York | know. They're
not going through what | am just to just put food on the table.
Things have to change and we can't just accept that corporate
interests should run our lives.

23 https://theintercept.com/2017/09/27/puerto-rican-debt-holders-respond-to-catastrophic-hurricane-by-offering-puerto-ri-

co-more-debt/

24 https://femma.msrb.org/ER1142421-ER894003-ER1294550.pdf
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WHERE THE

VULTURE PROFITS GO

The profits that Solus and Angelo
Gordon extract from these sorts

of vulture trades are substantial and
will ultimately be put to some

of the least productive uses imaginable
— augmenting the already excessive
wealth and luxury hifestyles of
their executives.

SOLUS

In late August 2018, for instance — shortly after Solus
and Angelo Gordon told Toys R Us workers that they
owed them no severance — Solus CEO Christopher
Pucillo purchased a vacation home in Jupiter, FL for
$7.5 million.2® It looks out on the Atlantic Ocean on
one side and the Indian River on the other, with 100
feet of frontage on each side. The property boasts 4
bedrooms, five baths, an elevator, a pool, and a dock
that can accommodate a “large yacht,” according to a
brochure for the property.?® The brochure also says
that it was “completely renovated with a chic
contemporary style,” though the style might more
accurately be described as ostentatious, with
all-white decor, gold fixtures, and life-sized dog
sculptures in the living room.

Pucillo also owns a 5,000 square foot home in
Summit, NJ that he purchased for $3.75 million in
2015, and a $4.8 million vacation home in Telluride,
CO that has 8 bedrooms and g baths.?” He and other
Solus executives also purchased a set of three
condos in Telluride for $3.9 million in 201528

25 http://or.martinclerk.com/LandmarkWeb/Search/DocumentAndInfoByBookPage ?Key=Assessor&booktype=0&booknum-

ber=3013&pagenumber=229

26 https://www.zillow.com/homedetails/607-S-Beach-Rd-Jupiter-FL-33469/45683035 zpid/;

Brochure: http://www.russo-group.com/PDF/REVISEDL uxuryBrochure-607SBeach.pdf

27 Search here for Pacstreet House under “Owner” to pull up the info for the property: http://sanmiguel.infoenvoy.com
28 Property info: https://www.realtor.com/realestateandhomes-detail/290-S-Townsend-St-Units-1-2_Telluride CO_81435

M10423-77494#photo18

Power of atty: http://www.thecountyrecorder.com/Image.aspx?DK=420547&PN=1

Sale: http://www.thecountyrecorder.com/Image.aspx?DK=420548&PN=1
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Pucillo recently also joined the board of the Telluride
Foundation, a regional charitable foundation with a
high-powered board that includes several hedge fund
and private equity executives. According to an article
on the foundation’s website, Pucillo, his wife, and his
three daughters have spent every Christmas and
nearly every Fourth of July in Telluride since 2006, and
the family belongs to the Telluride Ski and Golf Club.?®

Pucillo is able to pay for it all because he likely rakes
in tens of millions of dollars even when his hedge
fund has an average year. Though his compensation
and net worth are not publicly disclosed, he owns a
25%-50% stake in the firm.2® With $8 billion in
assets under management and hefty management
and performance fees, the above properties are likely
a relatively small percentage of his overall net worth.

Notably, Pucillo and other Solus executives are not
the only ones benefiting from these vulture
investments. The Blackstone Group, the private
equity firm, owns between 10% and 25% of Solus,®"
and also happens to be playing a vulture role in
Puerto Rico: it owns a mortgage company, Finance of
America, that has been aggressive in foreclosing on
Puerto Rican homeowners.®? (Blackstone executive
J Tomilson Hill sits on the Telluride Foundation board
alongside Pucillo.)

Some of Solus’ key investors are pension funds, such
as the San Francisco Employees Retirement System
($300 million) and the New Jersey Division of
Investment ($376 million). In other words, workers’
retirement funds are being invested in a hedge fund
whose primary strategy is pursuing the liquidation of
assets and the destruction of jobs.

Other investors who will reap the spoils of Solus’
vulture plays on Toys R Us and Puerto Rico include
Anthony Scaramucci's SkyBridge Capital and New
England Patriots owner Bob Kraft's Kraft Family
Foundation. In an exchange with the Private Equity
Stakeholder Project, Scaramucci said that he has
encouraged Solus to support Toys R Us workers.®?

ANGELO GORDON

Angelo Gordon CEO Michael Gordon is probably
even wealthier than Pucillo. A trust in his name owns
between 25% and 50% of Angelo Gordon, which
manages $23 billion in assets.®*

Gordon owns an apartment at 1080 Fifth Avenue,*®
where units routinely sell for millions of dollars, a hotel
unit in the Trump International at 1 Central Park West,2®

29 https://telluridefoundation.org/welcome-new-board-member-chris-pucillo

30 https://www.adviserinfo.sec.gov/IAPD/content/viewform/adv/Sections/iapd_AdvScheduleASection.aspx?ORG_

PK=144155&FLNG_PK=039AF9AE00080198048EFE01011F7C51056C8CCO

The hedge fund'’s brochure discloses annual fees of 1.5-2% on assets (management fee) and 15-20% on returns
(performance fee). If the $8 billion hedge fund returned a middling 5% in a given year, we estimate that the management and

performance fees would generate income of around $180 million, assuming fees of 1.5% and 15%. Part of this income would

be used to cover costs, such as compensation for the firm’s 55 employees. After those costs are covered, Pucillo, with his
25-50% stake, would likely receive a large share of what remains, depending on how profits are distributed. The brochure

detailing fees is here:

https://www.adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd Brochure.aspx?BRCHR VRSN _ID=500758

31 https://www.adviserinfo.sec.gov/IAPD/content/viewform/adv/Sections/iapd_AdvScheduleASection.aspx?ORG

PK=144155&FLNG_PK=039AF9AE00080198048EFE01011F7C51056C8CCO

32 https://www.nytimes.com/2017/12/16/business/puerto-rico-housing-foreclosures.htm/

33 https://nypost.com/2018/10/01/the-mooch-wants-to-help-laid-off-toys-r-us-workers/

34 The Michael Gordon 2011 Revocable Trust owns 25-50% of Angelo Gordon:
https://www.adviserinfo.sec.gov/IAPD/content/viewform/adv/Sections/iapd_AdvScheduleASection.aspx?ORG

PK=131940&FLNG_PK=032AE6AA0008019D02034A1101654335056C8CCO

35 https://nycprop.nyc.gov/nycproperty/statements/mvh/jsp/stmtassessmvh.jsp Pstatementld=280284455

https://nycprop.nyc.gov/nycproperty/nynav/jsp/stmtassessist.jsp

36 https://a836-acris.nyc.gov/DS/DocumentSearch/DocumentIlmageView?doc_id=FT 1430005486943
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and two homes in Great Barrington, MA — a 10-acre

estate with a pool and a smaller home on a nearby

d.37

pond.*” Gordon is also a major donor to Colby

College, where he sits on the board of trustees.

Another 25-50% of Angelo Gordon is owned by Judy
Hart Angelo, the widow of the late Angelo Gordon
co-founder John Angelo. She is a singer and
songwriter most well known for co-writing the Cheers
theme song, “Where Everybody Knows Your
Name.”*® She owns an 8-acre, $7.6 million estate in

gne C:ml‘al Park West PT Long Branch, NJ,* as well as an apartment at the
Associates Limited Partnership ' =" Dakota which she and her late husband purchased

for $3.25 million.*®

Angelo Gordon’s investors include numerous public
pension funds, including the New York State
Common Retirement Fund, the New Jersey Division
of Investment, the Massachusetts Pension Reserves
Investment Trust, and the North Carolina Retirement
Systems. As is the case with Solus, workers’
retirement funds are being used to fund destructive
attacks on working people.

37 Navigate to and open information for 352 Long Pond Rd and 339 Long Pond Rd:
http://massgis.maps.arcgis.com/apps/OnePane/basicviewer/index.html?appid=47689963e7bb4007961676ad9fc56ae9

38 https://www.stlawu.edu/commencement/judy-hart-angelo-64-remarks-graduates

39 See Pleasant Pl property in Long Branch City, Monmouth County:

https://tre-dotnet.state.nj.us/TYTR _TLSPS/TaxListSearch.aspx

40 https://therealdeal.com/2017/01/05/board-approved-who-lives-at-the-dakota-2/
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WHAT SOLUS & ANGELO GORDON
NEED TO DO FOR TOYS'R'US

WORKERS AND PUERTO RICO

The damage that Solus and
Angelo Gordon did to Toys'R'Us
workers cannot be undone:
33,000 workers’ lives have been
thrown wnto disarray, with
enormous consequences for them
and their families.

But the hedge funds can take a small step to remedy
the situation by agreeing to the demands of Toys R
Us workers. The workers have been demanding that
the hedge funds contribute to a hardship fund that
would help them get back on their feet, and recover
some of the money they lost when they were uncere-
moniously forced out of work. So far, the hedge
funds have rebuffed these demands, unlike several
other investors. It is time for Solus and Angelo
Gordon to step up and allocate a significant portion
of funds to Toys R Us workers.

Similarly, in Puerto Rico, the damage done by the
hedge funds’ aggressive campaign to extract profit
from the crisis-stricken island cannot be undone. But
rather than continuing to prey on Puerto Rico, the
hedge funds should choose instead to cancel the
debt they hold and oppose austerity and privatization,
recognizing that the well-being of the people of
Puerto Rico — funding for healthcare, education, and
recovery — should take precedence over excess
profit for some of the wealthiest people in the world.

On one side, lives are at stake. On the other,
oceanside estates. If Solus and Angelo Gordon
have even the most basic moral principles, the
choices should be clear.
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WHO ARE THE HEDGE CLIPPERS?

Every day, the most unscrupulous hedge fund
managers, private equity firms and Wall Street
speculators impact the lives of Americans. They play
an outsized role in our political process, our education
system, and our economy. Hedge Clippers is a
national campaign focused on unmasking the dark
money schemes and strategies the billionaire elite
uses to expand their wealth, consolidate power and
obscure accountability for their misdeeds. Through
hard-hitting research, war-room communications,
aggressive direct action and robust digital
engagement, Hedge Clippers unites working people,
communities, racial justice organizations, grassroots
activists, students and progressive policy leaders in a
bold effort to expose and combat the greed-driven
agenda that threatens basic fairness at all levels of
American society.

The Hedge Papers are researched, written, edited,
reviewed and designed by a distributed, networked
team of researchers, writers, academics, attorneys,
industry experts, community organizers and designers
from around the United States, with contributions
from international activists.

We welcome contributions from whistleblowers,
industry insiders, journalists, lawmakers and
regulatory officials as well as from regular Americans
who have felt the destructive impact of hedge funds,
private equity funds and the billionaire class in their
daily lives.

Our collective includes individuals associated with
labor unions, community organizations, think tanks,
universities, non-governmental organizations, national
and international organizing and advocacy networks,
student and faith groups as well as non-profit and
for-profit organizations.

The Hedge Clippers campaign includes leadership
and collaborative contributions from labor unions,
community groups, coalitions, digital activists and
organizing networks around the country, including:
the Strong Economy for All Coalition, New York
Communities for Change, Alliance for Quality
Education, VOCAL-NY and Citizen Action of New
York; Make the Road New York and

Make the Road Connecticut; New Jersey
Communities United; the Alliance of Californians for
Community Empowerment (ACCE) and Courage
Campaign; the Grassroots Collaborative in lllinois; the
Ohio Organizing Collaborative; ISAIAH in Minnesota;
Organize Now in Florida; Rootstrikers, Every Voice,
Color of Change, 350.0rg, Greenpeace, the RefFund
America Project and United Students Against
Sweatshops; the Center for Popular Democracy and
the Working Families Party; the United Federation of
Teachers and New York State United Teachers; the
American Federation of Teachers, the National
Education Association, and the Communication
Workers of America.
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PRESS + GENERAL INQUIRY

CONTACTS

For information on
this report:

Julio Lopez Varona
Center for Popular Democracy

* jlopez@populardemocracy.org

= (787) 612-64422

Marlene Peralta
Progressive Cities

* marlene@progressivecities.com
= (646) 601-4267

Kevin Connor,
Public Accountability Initiative /

LittleSis
= kevin@littlesis.org

Abner Dennis
Public Accountability Initiative /
LittleSis

= abner@littlesis.org

Lily Wang

Deputy Campaigns Director
Organization United for Respect (OUR)
= lily@united4respect.org

= (510) 421-6230

For general press inquiries on
the Hedge Chppers campaign:

Dan Morris

Progressive Cities

* dan.morris@progressivecities.com
* 017-952-8920
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constitutes a ‘fair use’ of any such copyrighted
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