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f/k/a Puerto Rico GNMA & U.S. Government Target Maturity Fund, 

Inc.; MORTGAGE-BACKED & US GOVERNMENT SECURITIES FUND FOR PUERTO 
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RESIDENTS, INC., f/k/a Puerto Rico Fixed Income Fund IV, Inc.; 

TAX-FREE FIXED INCOME FUND V FOR PUERTO RICO RESIDENTS, INC., 
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Rico Fixed Income Fund VI, Inc.; TAX FREE FUND FOR PUERTO RICO 
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KAYATTA, Circuit Judge.  This case presents several 

issues of first impression.  It arises out of the years-long effort 

to put Puerto Rico on the path to financial recovery by 

restructuring the Commonwealth's sovereign debt under Title III of 

the Puerto Rico Oversight, Management, and Economic Stability Act 

(PROMESA).  In January, the court charged with overseeing the 

Title III proceedings confirmed a plan of adjustment for the debts 

of the Commonwealth and two of its instrumentalities ("the Plan of 

Adjustment" or "the Plan").  The appellants -- various 

organizations that represent some public school teachers and 

educators participating in the Commonwealth's pension system 

(collectively, "the Teachers' Associations") -- object to the 

manner in which the Plan treats their claims to current and future 

pension payments.  In a nutshell, the Plan rejects the right of 

public school teachers to accrue further retirement pension 

benefits under the Commonwealth's existing defined benefit plan, 

and makes them eligible instead to receive benefits under a defined 

contribution plan that is materially less favorable for most 

participants.    

After the Title III court approved the Plan of 

Adjustment over the objections of the Teachers' Associations, the 

associations appealed that order, sought a stay pending appeal by 

the Title III court, see Fed. R. Bankr. P. 8007(a)(1)(A), and then, 

after that stay was denied, moved in this court on March 3 for 
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such a stay, see Fed. R. App. P. Rule 8(a)(2)(A)(ii).  By order 

dated March 11, 2022, we denied that request for a stay, and the 

Plan became effective on March 15.1  We now consider the merits of 

the Teachers' Associations' appeal from the Title III court's 

order confirming the Plan.  For the following reasons, we affirm.   

I. 

By 2017 the Commonwealth of Puerto Rico had accumulated 

approximately $55 billion in unfunded pension liabilities.  That 

is to say, the Commonwealth's government had promised its public 

servants $55 billion that it neither had nor could reasonably 

expect to have when those bills became due.  The Commonwealth also 

had outstanding approximately $30.5 billion in government-backed 

bonds without the wherewithal to make the payments due under the 

bonds.  These excessive liabilities left the island of over three 

million people in a serious fiscal crisis, threatening the 

Commonwealth's economic stability and contributing to an 

accelerated out-migration of residents and businesses.  See 48 

U.S.C. § 2194(m)(1)–(3).  Congress reacted to Puerto Rico's fiscal 

emergency by passing the Puerto Rico Oversight, Management, and 

Economic Stability Act, 48 U.S.C. § 2101 et seq., known as PROMESA.  

 
1  By notice on March 15, 2022, the Board informed the 

Title III court that the Plan of Adjustment went into effect and 

was "substantially consummated."   
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See In re Fin. Oversight & Mgmt. Bd. for P.R., 916 F.3d 98, 103 

(1st Cir. 2019). 

In enacting PROMESA, Congress found that "[a] 

comprehensive approach to fiscal, management, and structural 

problems and adjustments . . . is necessary, involving independent 

oversight and a Federal statutory authority for the Government of 

Puerto Rico to restructure debts in a fair and orderly process."  

48 U.S.C. § 2194(m)(4).  To develop and implement this 

comprehensive approach, Congress created the Financial Oversight 

and Management Board (the "Board"), see id. § 2121(b)(1), "to 

assist the Government of Puerto Rico in reforming its fiscal 

governance and support the implementation of potential debt 

restructuring," id. § 2194(n)(3). 

Among the numerous responsibilities assigned to the 

Board was the development of fiscal plans for the Commonwealth and 

its instrumentalities to "provide a method to achieve fiscal 

responsibility and access to the capital markets."  Id. 

§ 2141(b)(1).  Toward that end, PROMESA established the Board as 

a creature of the territorial government, see id. § 2121(c), and 

empowered the Board, even absent agreement from the Governor and 

the Legislature, to develop, review, approve, and certify fiscal 

plans that would in turn dictate the bounds of any annual budgets 

adopted by the Commonwealth, see id. §§ 2141(c)–(e), 2142(c)(1). 
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PROMESA also created in Title III a modified version of 

the municipal bankruptcy code for territories and their 

instrumentalities.  Id. § 2161 et seq.  Title III authorized the 

Board to place the Commonwealth and its instrumentalities into 

bankruptcy proceedings and to develop a plan of adjustment for 

restructuring the Commonwealth's debts to wind down the bankruptcy 

in a manner that would "reform[] . . . fiscal governance," id. 

§ 2194(n)(3).  See id. § 2175. 

Beginning in 2017, the Board initiated proceedings under 

Title III to restructure the debts of the Commonwealth and a number 

of its instrumentalities.  After several years of labor -- 

involving extensive mediation and negotiations with numerous 

stakeholders -- the Board presented the Plan of Adjustment (the 

Eighth Amended version) for the Commonwealth and two of its 

instrumentalities.  Pursuant to section 1123(a)(1) and (3) of the 

Bankruptcy Code, as incorporated into Title III, 48 U.S.C. § 2161, 

the Plan designated classes of claims and specified a treatment 

for any class of claims that was impaired by the Plan.  Among the 

claims treated under the Plan were those held by the Commonwealth's 

public pensioners. 

The Plan elicited objections from several stakeholders, 

including the Teachers' Associations.  Of particular concern to 

the Teachers' Associations is the Plan's treatment of the terms of 

the publicly funded pensions provided through the Commonwealth's 
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Teachers Retirement System, in which many of the associations' 

members participate.   

Prior to 2013, the Teachers Retirement System provided 

for all participants a defined benefit pension plan, which promised 

a specified monthly benefit amount upon retirement based on, among 

other things, age and years of service, and included cost-of-

living adjustments.  See 2004 P.R. Act 91 § 40; see also 2007 P.R. 

Act 35.  That pension arrangement proved to be unsustainable for 

the Commonwealth's finances.  And the attempt to fund the pension 

plan and other current expenses with debt proved ruinous for the 

fiscal wellbeing of the Commonwealth.   

In 2013, the Puerto Rico Legislative Assembly enacted 

Act 160-2013 ("Act 160") which sought to end the defined benefit 

program by freezing accruals under the existing plan and 

transferring active and future members to a defined contribution 

plan, which would be funded by employee and employer contributions.  

See 2013 P.R. Act 160, art. 5.  The Puerto Rico Supreme Court 

ultimately overturned Act 160, but only as to teachers who were 

hired before the law went into effect in August 2014.  See 

Asociación de Maestros de P.R. v. Sistema de Retiro para Maestros 

de P.R., 190 P.R. Dec. 854, 2014 TSPR 58 (2014).  The net result 

was that teachers hired before August 2014 remained on the defined 

benefit plan while teachers hired after August 2014 were enrolled 

in the defined contribution plan.   
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Under the Plan, participants in the Teachers Retirement 

System who have already accrued rights to payments are still 

entitled to receive 100% of those benefits.  See Plan §§ 55.3(a), 

55.6(a), 55.9(a).  However, the Plan freezes future accruals under 

the defined benefit plan held by teachers hired prior to August 

2014 and eliminates for all teachers certain cost-of-living 

adjustments going forward.  See id.; see also id. Ex. F-1.  The 

Teachers' Associations objected to the Plan insofar as it proposed 

to change the manner in which pension benefits would be determined 

under the Plan from March 15, 2022, onward.   

The Title III court heard and overruled these 

objections, entering an order confirming the Plan, see In re Fin. 

Oversight & Mgmt. Bd. for P.R., 636 B.R. 1 (D.P.R. 2022), along 

with findings of fact and conclusions of law supporting that order, 

see In re Fin. Oversight & Mgmt. Bd. for P.R., No. 17-BK-3283, 

2022 WL 504226 (D.P.R. Jan. 18, 2022).  This appeal followed.2 

II. 

We review the Title III court's legal conclusions de 

novo and factual findings for clear error.  See In re Fin. 

Oversight & Mgmt. Bd. for P.R., 9 F.4th 1, 10 (1st Cir. 2021); cf. 

In re SW Bos. Hotel Venture, LLC, 748 F.3d 393, 402 (1st Cir. 

2014).  And we review the Title III court's application of the law 

 
2  We thank the parties for their expedited briefing and 

argument on these complex issues in an exigent posture. 
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to the facts for abuse of discretion.  See In re Fin. Oversight & 

Mgmt. Bd. for P.R., 7 F.4th 31, 36 (1st Cir. 2021). 

III. 

Under PROMESA, the Title III court shall confirm a plan 

of adjustment so long as certain requirements are met, including 

that: 

the debtor is not prohibited by law from 

taking any action necessary to carry out the 

plan; . . . any legislative, regulatory, or 

electoral approval necessary under applicable 

law in order to carry out any provision of the 

plan has been obtained, or such provision is 

expressly conditioned on such approval; . . . 

[and] the plan is feasible. 

 

48 U.S.C. § 2174(b). 

The Teachers' Associations put forward three reasons why 

the Plan of Adjustment cannot be confirmed and must be set aside.  

First, they challenge the Plan's provision and the Title III 

court's finding that portions of several Commonwealth statutes 

providing for the continued payment of pension benefits under the 

pre-March 15 regime are rendered ineffective, either as rejected 

executory contracts or as preempted by PROMESA.  Second, they argue 

that the Plan lacks the requisite enabling legislation to implement 

its proposed changes to the Teachers Retirement System.  Third, 

the associations assert that the Plan requires and has not obtained 

effective legislative authorization for the issuance of the new 
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debt instruments called for by the Plan.  We consider each of these 

arguments in turn. 

A. 

The Teachers' Associations' lead argument trains on the 

fact that the Commonwealth's legislature has not revoked the 

statutes establishing the continued accrual of defined pension 

benefits with cost-of-living adjustments just as they were paid 

prior to March 15.3  The Plan of Adjustment deems those laws 

preempted to the extent they conflict with PROMESA.  See Plan 

§§ 55.3(b), 55.6(b), 55.9(c); see also id. Ex. K-1 § III.  And the 

Title III court's findings of fact and conclusions of law explain 

that the relevant statutes conflict with PROMESA "to the extent 

they are inconsistent with the discharge of claims and treatment 

provided for pension benefits and payments by the Plan . . . and 

would undermine the restructuring contemplated by the Plan."  In 

re Fin. Oversight & Mgmt. Bd. for P.R., 2022 WL 504226, at *39; 

see also id. at *37. 

The associations agree that pension obligations are 

contractual in nature and may be rejected under section 365 of the 

Bankruptcy Code.  Cf. Bayrón Toro v. Serra, 119 P.R. Dec. 605, 19 

P.R. Offic. Trans. 646, 663 (1987) (recognizing that 

 
3  The Teachers' Associations identify these laws as Act 106-

2017, Act 160-2013, and Act 91-2004.  See 2017 P.R. Act 106; 2013 

P.R. Act 160; 2004 P.R. Act 91. 
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"[Commonwealth] pension plans are obligations in the nature of 

contracts").  And the record is clear that the Plan rejects any 

obligation owed to individual workers for accrual of future 

benefits under the existing regime.  See Plan § 55.9(b) ("To 

effectuate the freeze of the contractual rights of Active [Teachers 

Retirement System] Participants to accrue pension benefits under 

Puerto Rico law . . . the contractual obligations of the 

Commonwealth to accrue such benefits, including, without 

limitation, pursuant to the [Teachers Retirement System laws], 

shall be deemed rejected pursuant to section 365(a) of the 

Bankruptcy Code.").  The Teachers' Associations nevertheless 

contend that the Commonwealth laws calling for such pension 

payments remain extant unless preempted by PROMESA, and they 

explain that there is no basis for preempting those laws because 

PROMESA's text is silent as to the Commonwealth's pension 

obligations. 

The Teachers' Associations, however, do not explain why 

the Plan's rejection of the Commonwealth's forward-going 

obligation to provide certain pension benefits does not render 

unenforceable the statutes that give rise to that obligation.  This 

is not a case in which the debtor is a private party and seeks to 

override a law.  Rather, this is a case in which the debtor is the 

Commonwealth and seeks to reject its own commitment which, while 

effected by statute, is by Puerto Rico law deemed to be a 
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contractual commitment as between the Commonwealth and its covered 

employers.  See Bayrón Toro, 19 P.R. Offic. Trans. at 663.4 

In any event, the Board need not ride on rejection alone.  

Its quiver contains more pointedly the concept of preemption.  

PROMESA includes an express preemption provision, which provides 

that:  "The provisions of this chapter shall prevail over any 

general or specific provisions of territory law, State law, or 

regulation that is inconsistent with this chapter."  48 U.S.C. 

§ 2103.  See In re Fin. Oversight & Mgmt. Bd. for P.R., 916 F.3d 

at 104 (explaining that "PROMESA's provisions preempt any 

inconsistent 'general or specific provisions of territory law'" 

(quoting 48 U.S.C. § 2103)).  While this provision need not 

necessarily mean that every Commonwealth law inconsistent with the 

Plan is also inconsistent with PROMESA, the Plan's treatment of 

the Teachers Retirement System participants' claims makes clear 

that the portions of existing laws that enshrine defined-benefit-

plan accruals and cost-of-living adjustments are preempted. 

To see why this is so, we break down the Plan's proposed 

treatment of the pensioners' claims into its component parts.  We 

begin with the claims in question.  Participants in the Teachers 

 
4  To the extent the Teachers' Associations claim that there 

could not be rejection due to the absence of notice and a hearing, 

the rejection language was in the Plan of Adjustment, and the 

Title III court permitted objections and held multiple hearings on 

those objections throughout the process.  Indeed, the Teachers' 

Associations have regularly made use of those procedures. 
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Retirement System possess claims to further payments under the 

existing retirement regime.  Having determined that it must adjust 

these claims, the Plan's treatment of the claims is to reject some 

set of promised future obligations -- i.e., further accrual of 

defined benefit plans and cost-of-living adjustments -- and to 

transfer participants in defined benefit plans to defined 

contribution plans.  This treatment would not be possible if the 

same participants also remain eligible to receive duplicative and 

additional benefit payments under the Commonwealth statutes as 

they currently exist.   

So, which gives way, the Plan's proposed treatment or 

the Commonwealth's laws?  Congress provided the answer by 

incorporating section 1123(a)(3) and (5) of the Bankruptcy Code 

into PROMESA.  See 48 U.S.C. § 2161(a).  Those provisions provide 

that a plan of adjustment under Title III will "specify the 

treatment of any class of claims or interests that is impaired by 

the plan" and "provide adequate means for the plan's 

implementation" "[n]otwithstanding any otherwise applicable 

nonbankruptcy law."  11 U.S.C. § 1123(a)(3), (5).  Preemption under 

section 1123(a) is, of course, "not unbounded"; the "purpose of 

Congress is the ultimate touchstone."  In re Irving Tanning Co., 

496 B.R. 644, 663 (Bankr. App. 1st Cir. 2013) (quoting In re Fed.-

Mogul Glob. Inc., 684 F.3d 355, 365 (3d Cir. 2012)).  Here, we 

need not dwell any longer on the appropriate limits of 
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section 1123(a) preemption in the context of Title III, for 

Title III was designed by Congress with the clear purpose of 

facilitating the adjustment of the Commonwealth's debt 

obligations.  PROMESA therefore preempts Commonwealth law insofar 

as that law purports to dictate (contrary to the Plan) the 

adjustment of the Commonwealth's financial obligations to 

participants in its pension plans.5 

This conclusion makes particular sense in the broader 

context of PROMESA.  We have previously noted the "sui generis 

nature of PROMESA."  Peaje Invs. LLC v. García-Padilla, 845 F.3d 

505, 513 (1st Cir. 2017).  The Teachers' Associations say that 

"Congress enacted [PROMESA] with the purpose of restructuring the 

island's outstanding debt."  This is true, but incomplete.  

Congress also enacted PROMESA because it found that "[a] 

comprehensive approach to fiscal, management, and structural 

problems and adjustments . . . is necessary."  48 U.S.C. 

§ 2194(m)(4).  And in creating the Board as a part of the 

Commonwealth government, Congress sought "to provide a method for 

a covered territory to achieve fiscal responsibility and access to 

the capital markets."  48 U.S.C. § 2121(a).   

 
5  Because our review of legal conclusions is de novo, see In 

re SW Bos. Hotel Venture, LLC, 748 F.3d 393, 402 (1st Cir. 2014), 

the Teachers' Associations' complaint that the Title III court did 

not discuss this issue at greater length is of no moment. 
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Toward these ends, Congress gave the Board a controlling 

role in creating a fiscal plan for the Commonwealth, see 48 U.S.C. 

§ 2141(c)–(e); required that Commonwealth budgets align with the 

fiscal plan, see id. §§ 2104(6), 2142(c)–(e); and provided for the 

Board to retain an oversight role for at least four years after a 

successful restructuring, see id. § 2149.  In short, Congress was 

plainly intent on not just reducing the island's debt, but also 

improving its government's fiscal practices going forward.   

Given this context, it would make little sense for the 

Board to have no ability to restrict accruals under the very 

pension payment regime that helped create the crisis in the first 

place.  Indeed, the Commonwealth's 2021 fiscal plan makes clear 

that "[o]nly with pension reform can the Government help restore 

both fiscal balance and the promise for current and future retirees 

to safeguard their assets and their future pensions."  Fin. 

Oversight & Mgmt. Bd. for P.R., 2021 Fiscal Plan for Puerto Rico  

274 (Apr. 23, 2021).  The Title III court echoed this sentiment 

when it found that the contemplated elimination of defined-

benefit-plan accruals and cost-of-living adjustments was critical 

to the viability of the Plan, noting that the estimated impact of 

retaining such benefits would amount to $5.6 billion over thirty 

years.  See In re Fin. Oversight & Mgmt. Bd. for P.R., 2022 WL 

504226, at *52.  In light of these uncontested findings, the 

Title III court concluded -- and we agree -- that "[a]bsent 
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preemption," the Commonwealth statutes establishing these 

obligations "would undermine the restructuring contemplated by the 

Plan."  Id. at *37. 

Apart from express preemption, the Teachers' 

Associations' arguments would also fail as a matter of conflict 

preemption.  Cf. 48 U.S.C. § 2103 (preempting Commonwealth law 

"inconsistent with" PROMESA).  We have explained that "federal law 

preempts state laws that 'stand[] as an obstacle to the 

accomplishment and execution of the full purposes and objectives 

of Congress.'"  Franklin Cal. Tax-Free Tr. v. Puerto Rico, 805 

F.3d 322, 343 (1st Cir. 2015) (quoting Pac. Gas & Elec. Co. v. 

State Energy Res. Conservation & Dev. Comm'n, 461 U.S. 190, 204 

(1983)).  For the reasons discussed already, compliance with the 

Commonwealth's laws mandating future defined-benefit-plan accruals 

and cost-of-living adjustments would plainly "frustrate the 

purposes of the federal scheme" set out in PROMESA.  SPGGC, LLC v. 

Ayotte, 488 F.3d 525, 531 (1st Cir. 2007). 

The Teachers' Associations try to recharacterize the 

preemptive effect of the Plan under PROMESA by contending that the 

Plan's treatment of their members' claims effectively constitutes 

the enactment of new Commonwealth law.  But their argument 

misapprehends what the Plan does.  The pension laws previously in 

effect established obligations of the Commonwealth that the 

Commonwealth treats as equivalent to contractual commitments.  The 
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Plan of Adjustment simply replaces those commitments.  Although 

the Teachers' Associations insist that this replacement 

constitutes a de jure amendment of the current laws, this is not 

so.  Rather, the Plan rejects pre-Plan obligations going forward, 

adopts substitute obligations as part of the Plan, and preempts 

Commonwealth laws only "to the extent [they are] inconsistent with 

the treatment" of the pensioners' claims under the Plan.  Plan 

§ 55.9; see also id. §§ 55.3, 55.6.  In short, the Plan does not 

amend or replace any law but instead treats pensioners' claims 

through a combination of rejection, assumption of new obligations 

as creatures of the Plan, and preemption of only inconsistent 

components of Commonwealth laws.  And that preemption, as we have 

already explained, is authorized by section 1123(a) as construed 

in the context of PROMESA.   

The Teachers' Associations, primarily in reply, also 

complain that the precise nature of the effect on Commonwealth 

pension laws is "confusing."  We agree that in an ideal world the 

Plan and the Title III court's order might have included a copy of 

the relevant pension laws with all preemptive effects highlighted 

in redline or by annotation.  But on the whole, the main thrust of 

the Plan's resulting treatment is reasonably clear.  As the Board 

explains in its brief, and the Teachers' Associations do not 

dispute, the Plan "ensur[es] full payment of any defined benefits 

accrued up to the Plan's effective date, . . . enroll[s] affected 
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teachers in the Commonwealth's tax-deferred defined contribution 

plan, and . . . enroll[s] certain teachers in the federal Social 

Security system with mandatory contributions to be made by the 

Commonwealth."  As to the details of the Plan's administration, we 

find no abuse of discretion in the Title III court's approval of 

a more general test that preempts portions of laws "inconsistent" 

with the treatments specified by the Plan but leaves the details 

of what constitutes inconsistency to be determined if and as 

concrete issues arise.  This conclusion draws reinforcement from 

the fact that even the Teachers' Associations, in objecting to the 

Plan in the Title III court, pointed to no matters of 

implementation or administration that could not be handled under 

the approach taken in the Plan.   

B. 

The Teachers' Associations next contend that the Plan 

lacks essential enabling legislation, as required by PROMESA, to 

change the Commonwealth's retirement laws.  Here, the associations 

rely on language from PROMESA section 314(b)(5), which conditions 

confirmation of the Plan on obtaining "any legislative, 

regulatory, or electoral approval necessary under applicable law 

in order to carry out any provision of the plan."  48 U.S.C. 

§ 2174(b)(5).  Thus, the associations argue, before the Plan can 

require any modification to the Commonwealth's retirement systems, 
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the Puerto Rico Legislative Assembly must first enact those 

reforms. 

However, section 314(b)(5) only requires any "approval 

necessary under applicable law" and does not by its plain terms 

require enabling legislation for every component of the Plan.  

Indeed, the Teachers' Associations point us to no law that requires 

any legislative approval before discharging the obligations in 

question.   

Finally, the Plan's adjustment of pension obligations is 

authorized by enabling legislation, namely section 1123 of the 

Bankruptcy Code.  See 11 U.S.C. § 1123(a) (requiring, among other 

things, that a plan of adjustment "specify the treatment of any 

class of claims or interests that is impaired under the plan" and 

"provide adequate means for the plan's implementation"); see also 

id. § 1123(b)(2) (explaining that a plan of adjustment may provide 

for the rejection of the executory contracts of the debtor).  

Accordingly, we conclude that the lack of specific 

Commonwealth legislation permitting the Plan to modify the 

Commonwealth's obligations to public school teachers does not bar 

the Plan's confirmation. 

C. 

The Teachers' Associations' final contention is that the 

Plan is not confirmable because a Commonwealth law, Act 53-2021  

("Act 53"), prevents the issuance of new securities through the 
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Plan.  In the negotiations leading up to the Plan, a set of 

bondholders entitled to receive new securities under the Plan 

secured the Board's agreement that the Commonwealth would obtain 

affirmative legislation authorizing the issuance of the new 

securities that would replace (in smaller amounts) certain pre-

petition debt.  Act 53 was enacted by the Puerto Rico Legislative 

Assembly to do precisely that.  But it also contained a caveat 

conditioning its effectiveness on a change to the manner in which 

the then-current, Seventh Amended version of the proposed plan of 

adjustment treated pension benefits.   

The Seventh Amended version of the plan of adjustment 

contained three sets of provisions that are relevant here.  The 

first two did not lower the amount owed to any participant as of 

the plan's effective date; rather they proposed eliminating any 

additional accrual of rights in the defined benefit plan and any 

future cost-of-living adjustments that would otherwise increase 

benefits due.  By contrast, the third provision, called the Monthly 

Benefit Modification, cut already accrued benefits for some 

participants by reducing by up to 8.5% pension payments in excess 

of $1,500 per month.   

All parties agree that Act 53 plainly conditioned the 

approval of the new instruments on the elimination of the Monthly 

Benefit Modification.  The law said so expressly in article 104:  

"The Legislative Assembly authorizes the issuance of the [new 
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securities] subject to the [Board] filing an amended Plan for 

confirmation by the Title III Court that eliminates the Monthly 

Benefit Modification."  And, it repeated this sentiment in 

article 605:  "The effectiveness of this Law is conditioned to the 

[Board] filing an amended Plan for confirmation by the Title III 

Court that eliminates the Monthly Benefit Modification . . . ."   

The parties' disagreement concerns, instead, whether 

Act 53 should also be read as conditioning approval of the new 

securities on the elimination of the provisions in the plan of 

adjustment that bar further accruals under the defined benefit 

plans and eliminate cost-of-living adjustments.  Act 53 mentions 

neither provision by name.  However, three passages voice a 

legislative purpose to avoid "cuts" to public pensions.  First, in 

its Statement of Motives, Act 53 explains that a policy aim of the 

law is "zero cuts to pensions of current retirees and current 

accrued benefits of active public employees."  Second, article 603 

states that "[i]t is the express and unequivocal will of [the] 

Legislative Assembly that [the relevant authorizations] are not 

enforced, if the suspensive condition to avoid any cut of 

pensions . . . are left without effect."  And finally, article 605 

of the law specifies that "[t]he continued effect of this act is 

contingent upon [z]ero cuts to pensions."   

The Teachers' Associations urge that we should read 

these references to "zero cuts" as specifying an additional 
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condition in Act 53 -- namely that the plan of adjustment must be 

modified to remove the freeze to defined-benefit-plan accruals and 

restore the cost-of-living adjustments before the necessary 

securities can be issued.  For two reasons, we do not read Act 53 

in this manner. 

First, it is not at all evident that the freeze to 

further accruals or cost-of-living eliminations are "cuts" in the 

same sense that the Monthly Benefit Modification plainly is.  Those 

two provisions preclude further increases to pension benefits 

rather than reduce already accrued benefits.  Of course, a plan 

participant who hopes to secure a larger benefit in the future 

will regard any loss of the chance to earn such an increase as a 

"cut" if not to benefits, at least to the value of future plan 

participation.  And these measures undoubtedly reduce the benefit 

amount that a participant would have expected to gain under 

existing retirement laws.  So, a broad reading of "cuts" as 

covering a lost opportunity for an increase might be tenable in 

some contexts. 

Here, though, the context points otherwise.  Act 53 was 

enacted against the backdrop of negotiations over the Seventh 

Amended version of the plan of adjustment.  It specifically named 

the elimination of the Monthly Benefit Modification -- the 

provision that reduced already accrued benefits -- as an aim.  Were 

we to read the reference to "zero cuts" to also include the accrual 
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freeze and the elimination of cost-of-living adjustments, it would 

render the law's reference to the Monthly Benefit Modification 

largely superfluous.  Cf. Akebia Therapeutics, Inc. v. Azar, 976 

F.3d 86, 94 (1st Cir. 2020) ("Whenever feasible, courts ought to 

interpret statutory language in ways that avoid rendering specific 

words or phrases superfluous.").  Moreover, Article 104 of the law 

describes its policy as "protect[ing] the accrued pensions of [the 

Commonwealth's] public servants."  (Emphasis added).  Seen in this 

light, the most natural reading of the references to "zero cuts" 

in Act 53 is to emphasize that -- with the Monthly Benefit 

Modification eliminated -- there will be no reduction at all in 

any already accrued benefits.   

Second, if the Legislative Assembly had intended to 

adopt a broader definition of a cut or reduction to pension 

benefits that would have encompassed the two other changes 

prominently called for by the Plan, it could have quite easily 

said so.  As the Title III court found, the financial implications 

of the accrual freeze and cost-of-living adjustment provisions are 

more substantial than are the financial implications of the Monthly 

Benefit Modification.  See In re Fin. Oversight & Mgmt. Bd. for 

P.R., 2022 WL 504226, at *52.  We think it very unlikely that a 

legislature intending to refer to all three would only mention by 

name the seemingly least significant.   
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Accordingly, we conclude that Act 53 conditioned the 

issuances of new bonds on the elimination of the Monthly Benefit 

Modification.  And given that the Teachers' Associations concede 

that the Plan of Adjustment as approved by the Title III court 

eliminated that reduction, the Teachers' Associations' argument 

that a lack of authorization to issue the new bonds rendered the 

Plan of Adjustment unconfirmable fails.6   

IV. 

None of the foregoing should be read as overlooking the 

fact that any substantial reduction in hoped for future pension 

benefits may create great distress and economic harm for affected 

pensioners, or that public school teachers provide critical 

government services for the Commonwealth's residents.  It is 

presumably for these reasons that the Plan treats pension plan 

participants in substantial respects more favorably than many 

other persons affected by the Plan.7  In the end though, teachers, 

 
6  The Teachers' Associations' final contention that the Plan 

of Adjustment cannot be confirmed because it is not feasible relies 

on the success of its other arguments.  Because the associations 

have not convinced us on any of those points, we see no reason to 

disturb the Title III court's conclusion that the Plan is feasible. 

7  For instance, while participants in the Teachers Retirement 

System are entitled to receive 100% of their already accrued 

defined pension benefits, the claims of other unsecured creditors 

are subject to only percentage-based recovery caps and/or pro-

rated shares of aggregate recovery.  See, e.g., Plan §§ 17.1 

(providing that holders of general unsecured claims against the 

Puerto Rico Building Authority will receive cash in the amount 

equal to 10% of their claims), 62.1 (providing that holders of 
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like many others, were given unfunded promises.  Congress left it 

to the Board, subject to review by the Title III court, to adjust 

those unfunded promises so that the Commonwealth would have a 

chance to reset its financial footing and, in so doing, ultimately 

benefit all of the island's residents.  Accordingly, with respect 

to the specific challenges lodged by the Teachers' Associations, 

we affirm the Title III court's order confirming the Plan of 

Adjustment. 

 
general unsecured claims against the Commonwealth will receive 

only a pro-rated share of recovery capped, generally, at 40%). 


