
21

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(dollars in thousands)

Level 1 investments consist of cash and cash equivalents, equity, and fi xed-income securities with observable market prices. 
Fair value is readily determinable based on quoted prices in active markets. Unsettled trade receivable and payable valua-
tions are refl ective of cash settlements subsequent to the fi scal year-end and are also categorized as Level 1. The University 
does not adjust the quoted price for such instruments, even in situations where the University holds a large position and 
a sale of all its holdings could reasonably impact the quoted price.

Investments that are classifi ed as Level 2 include domestic and foreign equities, as well as fi xed income securities that trade 
in markets that are not considered to be active. Fair value is based on observable inputs for similar instruments in the mar-
ket, and obtained by various sources including market participants, dealers, and brokers; the University’s custodian secures 
pricing for these assets. The fair value of derivative investments is based on market prices from the fi nancial institution 
that is the counterparty to the derivative. 

Level 3 investments have signifi cant unobservable inputs, as they trade infrequently or not at all. The inputs into the deter-
mination of fair value are based upon the best information in the circumstance and may require signifi cant management 
judgment. Investments included in Level 3 consist primarily of the University’s ownership in real estate, oil and mineral 
rights, limited partnerships, and equity positions in private companies. 

C. Investments Using Net Asset Value
The net asset value (“NAV”) column above represents the University’s ownership interest in certain alternative investments. 
As a practical expedient, the University uses its ownership interest in the NAV to determine the fair value of all alternative 
investments that do not have a readily determinable fair value, and have fi nancial statements consistent with the measure-
ment principles of an investment company or have the attributes of an investment company. The NAV of these invest-
ments is determined by the general partner and is based upon appraisal or other estimates that require varying degrees of 
judgment. If no public market exists for the investment securities, the general partner will take into consideration, among 
other things, the cost of the securities, prices of recent significant placements of securities of the same issuer, and subse-
quent developments concerning the companies to which the securities relate. The University has performed significant due 
diligence around these investments to ensure that NAV is an appropriate measure of fair value as of June 30.

Securities not included in investment portfolio
Cash and cash equivalents 69,963$        -$                  -$                  -$                  69,963$        84,714$        

Level 1
fair value

Level 2
fair value

Level 3
fair value

Net
asset value

2017 
Total

2016 
Total

Cash and cash equivalents 332,132$      16,566$        -$                  -$                  348,698$      323,766$      
Derivatives (342)              (1,918)           -                    -                    (2,260)           (3,527)           
Equity
  Domestic equity 419,412        61,390          1,656            207,434        689,892        646,613        
  Foreign equity 697,320        33,534          6,744            506,785        1,244,383     886,137        
  Hedged equity -                    -                    4,945            430,809        435,754        629,455        
  Private equity -                    -                    47,822          1,332,736     1,380,558     1,173,988     
Fixed income
  Asset backed fixed income -                    26,646          929               -                    27,575          29,604          
  Corporate bonds -                    213,805        2,888            -                    216,693        446,485        
  Equity partnership -                    74                 -                    459,107        459,181        478,517        
  International 15,585          76,629          -                    -                    92,214          110,355        
  Municipals -                    11,005          -                    -                    11,005          12,998          
  Mutual funds (non-equity) -                    19,921          -                    -                    19,921          22,603          
  Preferred/convertible -                    15,103          5,014            -                    20,117          28,929          
  Other fixed income -                    105               -                    -                    105               5,737            
  US government 42,897          87,886          -                    -                    130,783        156,155        
Marketable alternatives -                    152               -                    878,830        878,982        722,079        
Real assets -                    1,350            23,953          1,160,483     1,185,786     936,496        
Receivable for investments sold 19,842          -                    -                    -                    19,842          39,336          
Payable for investments purchased (58,727)         -                    -                    -                    (58,727)         (83,011)         
Other -                    -                    24,076          -                    24,076          24,460          

Total investments 1,468,119$   562,248$      118,027$      4,976,184$   7,124,578$   6,587,175$   

INVESTMENTS AT FAIR VALUE
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Endowment Plan

Cornell University is a prestigious institution of higher education located in Ithaca, New York. The University is currently a

member of the Ivy League and the Land Grant Institution for New York State. 

The university consists of thirteen colleges which are both privately endowed and state assisted. Cornell University's

Endowment directly or indirectly supports tuition, financial aid, operations, administration, and instruction.

Total Funds under Management (USD Mn) 7,125

Current Allocation to Hedge Funds 1,310 18.4%

Allocation to Direct Hedge Funds 1310 100.0%

Yes

1995

Locations Emerging Markets

Strategies Macro, Multi-Strategy, Special Situations, Event Driven, Long/Short Equity, Convertible

Arbitrage, Relative Value Arbitrage, Equity Market Neutral, Long/Short Credit

Types Direct

Structures Commingled

+5% against T-Bill

Emerging Managers Yes

Spin Offs Yes

Seed Yes

Number of funds in Portfolio 26 - 50

Typical Investment Size USD 20mn

Hedge Funds
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Lock-ups Acceptable Maximum of 36 month(s)

Key Event Type: All  View  Hide All  

Investment Overview

Summary Cornell University Endowment is an active investor in hedge funds. It currently allocates 18.39% of its total investment

portfolio to the asset class. Typically the endowment holds between 26 and 50 funds in its portfolio at a time. 

Cornell University Endowment is advised on its hedge fund investments by its investment consultant - Cambridge Associates.

Preferences Cornell University Endowment invests in the asset class through direct single-manager hedge funds. It invests through a

variety of strategies such as event driven, equity market neutral, convertible arbitrage, global macro, multi-strategy, relative

value and special opportunity investment plays. The endowment also has a hedged equity tranche which is composed of both

international and domestic long/short equity managers and at this time made up approximately 44% of its hedge fund

portfolio.

When making hedge fund investments, Cornell University Endowment is primarily concerned with the quality of the

management team as opposed to the size of the funds they manage. It favors managers w ith a five-year track record and it

prefers to use hedge funds from smaller organisations that are entrepreneurial in nature. In the past it has been a day one

investor in a hedge fund, but it w ill only typically seed high profile new funds where the fund manager has a substantial track

record at another company. Cornell w ill invest in funds w ith lock-up periods which it reviews on a case-by-case basis. Typically

it invests USD 20 million per hedge fund.

Key Events

2016
Q3 2016: People Moves

1995
Q1 1995: Change in Investment Strategy

All Roles

Contacts

Contacts

Preferred method of initial contact: Receive email w ith fund documentation and no follow-up call from the fund manager

Preferred Initial Contact Email: privateinvestments@cornell.edu

vCard Name Job Title Contact

Kenneth Miranda CIO +1 607 254 1150

kmiranda@cornell.edu

Jesse Clurman Investment Analyst +1 607 254 1150

jesse.clurman@investment.corne…

Nathalie Cunningham Managing Director +1 607 254 1150

ncunningham@investment.cornell…

Cody Danks Burke Senior Investment Officer +1 607 254 1150

cad54@cornell.edu

Steve Novakovic Associate Director +1 607 254 1150

smn24@cornell.edu

Roger Vincent Senior Investment Officer +1 607 254 1150

rvincent@cornell.edu

Investment Consultants

Consultant Asset Class Service

Cambridge Associates General Consultant -

Fund Portfolio Performance

Reported Horizon Returns

Reported Horizon Returns for Cornell University Endowment

Asset Class Date As At 12 Months 3 Years 5 Years 10 Years

Overall Return 31-Mar-17 11.5 4.5 6.8 4.7
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View Historic Returns

Comparable Median Reported Horizon Returns – all PFs where data available

Asset Class Date As At 12 Months 3 Years 5 Years 10 Years

Hedge Funds 31-Mar-17 8.0 2.1 4.3 2.7

Overall Return 31-Mar-17 11.6 5.7 7.9 5.2

Chart.

Chart.

Fund Manager Relationships

Firm Location

Baupost Group US

Convexity Capital Management US

Reservoir Capital Group US

Silver Point Capital US

The Cayuga Fund US

Wexford Capital US

News

©Preqin 2018

©Preqin 2018
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View all news

Cornell University Endowment has appointed a new CIO

21-Apr-2016

Following the announcement that A.J Edwards is leaving the USD 6 billion endowment, Kenneth Miranda has been appointed to take Edwards’ place as CIO.

Cornell University Endowment does not invest in fund of hedge funds, choosing to invest directly into funds. It has a preference for convertible arbitrage,

event-driven, multi-strategy, long/short, and macro strategies, w ith a focus on emerging markets. The endowment currently allocates 22.77% of total assets

to hedge funds.

 

Cornell University Endowment has added two new hedge funds to its portfolio over 2010 and plans to make a third by year end.

09-Sep-2010

The USD 3.9 billion endowment of the Ithaca-based University invests around 20% of its assets in hedge funds. It has been gradually rebuilding its stake in

the asset class over the past 18 months following withdrawals during the market crisis. In 2010 it has invested in two funds – a long/short equity vehicle and

a long/short credit fund. It is still on the hunt for a third manager and is taking an opportunistic approach to this, its final investment in 2010. However it has

spent time reviewing macro, CTA and niche distressed vehicles and may pursue these funds for this investment. In 2011, Cornell intends to invest further in

the asset class and will be making more new investments, however at this time it has no set plans for these allocations in terms of regional or strategic

preferences.

Cornell University Endowment considers new hedge fund investments.

12-Jan-2010

The USD 4.3 billion endowment has announced plans to add as many as three new hedge fund vehicles to its portfolio over the course of 2010. It is currently

carrying out research on several strategies including macro, long/short equity, multi-strategy and volatility arbitrage and plans to compile a shortlist of

managers. It w ill employ a global mandate for the search and only invests in direct hedge fund vehicles. The endowment has a preference for more

established managers w ith a 5 year track record but w ill consider emerging managers. It w ill invest in funds w ith lock-up periods which it reviews on a case-

by-case basis and typically commits around USD 20 million per hedge fund.
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UNITED STATES DISTRICT COURT 
DISTRICT OF PUERTO RICO 

In re: 

THE FINANCIAL OVERSIGHT AND 
MANAGEMENT BOARD FOR PUERTO 
RICO,  

as representative of 

THE COMMONWEALTH OF PUERTO 
RICO, et al., 

Debtors. 

 

PROMESA 
Title III 

No. 17 BK 3283-LTS 

(Jointly Administered) 

 

 

In re: 

THE FINANCIAL OVERSIGHT AND 
MANAGEMENT BOARD FOR PUERTO 
RICO,  

as representative of 

PUERTO RICO SALES TAX FINANCING 
CORPORATION (“COFINA”), 

Debtor. 

 

PROMESA 
Title III 

No. 17 BK 3284-LTS 

 

Related to Debtor COFINA Only 

 
 
VERIFIED STATEMENT OF THE SENIOR COFINA BONDHOLDERS’ COALITION 

PURSUANT TO FEDERAL RULE OF BANKRUPTCY PROCEDURE 2019 

The COFINA Senior Bondholders’ Coalition, comprised of Jose F. Rodriguez, 

Fideicomiso Plaza, and certain institutions that hold and/or manage accounts holding 32.7% of 

all COFINA senior bonds, hereby submits this verified statement (the “Verified Statement”) 

pursuant to Rule 2019 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), 

made applicable to this Title III case (the “Case”) by Section 310 of the Puerto Rico Oversight, 

Case:17-03284-LTS   Doc#:205   Filed:07/25/17   Entered:07/25/17 20:40:32    Desc: Main
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Management, and Economic Stability Act (“PROMESA”), 48 U.S.C. § 2170, and states as 

follows: 

1. Certain members of the COFINA Senior Bondholders’ Coalition initially retained 

Quinn Emanuel Urquhart & Sullivan, LLP (“Quinn Emanuel”) in June 2015.  In August 2015, 

the COFINA Senior Bondholders’ Coalition retained Reichard & Escalera LLC (with Quinn 

Emanuel, “Counsel”).  From time to time thereafter, certain additional holders of COFINA 

senior bonds have joined the COFINA Senior Bondholders’ Coalition.  Counsel appears in the 

Case on behalf of the COFINA Senior Bondholders’ Coalition. 

2. Counsel does not hold any claims against or interests in COFINA or any other 

title III Debtor. 

3. The members of the COFINA Senior Bondholders’ Coalition hold disclosable 

economic interests, or act as investment advisors or managers to funds, entities and/or accounts 

or their respective affiliates that hold disclosable economic interests in relation to COFINA.  In 

accordance with the requirements of Bankruptcy Rule 2019, and based upon information 

provided to Counsel by each member of the COFINA Senior Bondholders’ Coalition, attached 

hereto as Exhibit A is a list of the names, addresses, and “the nature and amount of all 

disclosable economic interests” held in relation to COFINA by each present member of the 

COFINA Senior Bondholders’ Coalition.   

4. As of the date of this Verified Statement, Counsel represents only the COFINA 

Senior Bondholders’ Coalition in respect of their COFINA senior bonds and does not represent 

or purport to represent any entities other than the COFINA Senior Bondholders’ Coalition in 

connection with the Case.  The COFINA Senior Bondholders’ Coalition does not represent or 

purport to represent any other entities in connection with the Case.  To the extent any member of 
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the COFINA Senior Bondholders’ Coalition holds interests other than COFINA senior bonds, 

the COFINA Senior Bondholders’ Coalition does not represent such other interest, nor does 

Counsel represent group members with respect to such other interests. 

5. Nothing contained in this Verified Statement (or Exhibit A hereto) is intended to 

or should be construed to constitute (a) a waiver or release of any claims filed or to be filed 

against or interests in COFINA or any of the other title III Debtors held by any member of the 

COFINA Senior Bondholders’ Coalition, its affiliates or any other entity, or (b) an admission 

with respect to any fact or legal theory.  Nothing in this Verified Statement (or Exhibit A hereto) 

should be construed as a limitation upon, or waiver of, the COFINA Senior Bondholders’ 

Coalition’s rights to assert, file and/or amend their claims in accordance with the applicable law 

and any Orders entered in this Case. 

6. Additional holders of COFINA senior bonds may become members of the 

COFINA Senior Bondholders’ Coalition, and certain members of the COFINA Senior 

Bondholders’ Coalition may cease to be members in the future.  Counsel reserves the right to 

amend or supplement this Verified Statement as necessary for that or any other reason in 

accordance with Bankruptcy Rule 2019.  

 

7. The undersigned hereby verifies that the foregoing is true and accurate, to the best 

of the undersigned’s knowledge and belief.   

DATED:  July 25, 2017  
 

Case:17-03284-LTS   Doc#:205   Filed:07/25/17   Entered:07/25/17 20:40:32    Desc: Main
 Document     Page 3 of 8



 
 

 4 
 

Respectfully submitted, 
 
REICHARD & ESCALERA 
 
 
By :     /s/ Rafael Escalera  

Rafael Escalera 
USDC No. 122609 
escalera@reichardescalera.com 
 
/s/ Sylvia M. Arizmendi  
Sylvia M. Arizmendi 
USDC-PR 210714 
arizmendis@reichardescalera.com  
 
/s/ Fernando Van Derdys  
Fernando Van Derdys 
USDC-PR 201913 
fvander@reichardescalera.com  
 
/s/ Carlos R. Rivera-Ortiz  
Carlos R. Rivera-Ortiz   
USDC-PR 303409 
riverac@reichardescalera.com 
 
/s/ Gustavo A. Pabón-Rico  
Gustavo A. Pabón-Rico 
USDC-PR 231207 
pabong@reichardescalera.com 
 
255 Ponce de León Avenue 
MCS Plaza, 10th Floor 
San Juan, Puerto Rico 00917-1913  

 
 
QUINN EMANUEL URQUHART & 
SULLIVAN, LLP 
 
Susheel Kirpalani (pro hac vice) 
susheelkirpalani@quinnemanuel.com 
 
Eric Winston (pro hac vice) 
ericwinston@quinnemanuel.com 
 
Daniel Salinas 
USDC-PR 224006 
danielsalinas@quinnemanuel.com 
 
Eric Kay (pro hac vice) 
erickay@quinnemanuel.com 
 
Kate Scherling (pro hac vice) 
katescherling@quinnemanuel.com 
 
Brant Duncan Kuehn (pro hac vice) 
brantkuehn@quinnemanuel.com 
 
51 Madison Avenue, 22nd Floor 
New York, New York 10010-1603 

 
 

 
Co-Counsel for the COFINA Senior Bondholders 
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Exhibit A 

Names, Addresses and Disclosable Economic Interests of the  
Members of the COFINA Senior Bondholders’ Coalition1  

Name of Creditor2 Address 
Nature and Amount of 
Disclosable Economic 

Interests in COFINA Bonds 

Jose F. Rodriguez PO Box 8848,  
San Juan, PR 00910 

$250,000 COFINA Senior 
Bonds 

Fideicomiso Plaza 131 Dorado Beach East, Dorado 
PR 00646 

$1,210,000 COFINA Senior 
Bonds 

Decagon Holdings 1, L.L.C.  Decagon Holdings 1, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$29,057,003 COFINA Senior 
Bonds 

$27,054,354 COFINA 
Subordinate Bonds 

Decagon Holdings 2, L.L.C.  Decagon Holdings 2, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$37,870,092 COFINA Senior 
Bonds 

$34,307,649 COFINA 
Subordinate Bonds 

Decagon Holdings 3, L.L.C. Decagon Holdings 3, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$15,462,481 COFINA Senior 
Bonds 

$14,414,439 COFINA 
Subordinate Bonds 

Decagon Holdings 4, L.L.C.  Decagon Holdings 4, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$156,447,232 COFINA 
Senior Bonds 

$143,281,894 COFINA 
Subordinate Bonds 

                                                           
1   To the best of Counsel’s knowledge, the information included herein is accurate as of July 21, 2017. 
The amounts set forth herein include only outstanding principal (accreted value for capital appreciation 
bonds) and do not include overdue interest, interest on overdue interest and principal, or other amounts 
that may be owing under the applicable debt documents and laws.  
2   Each person or entity on this Exhibit A holds disclosable economic interests, or acts as investment 
advisor or manager to funds, entities and/or accounts or their respective subsidiaries that hold disclosable 
economic interests, in relation to COFINA.  
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Decagon Holdings 5, L.L.C.  Decagon Holdings 5, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$46,823,030 COFINA Senior 
Bonds 

$43,752,782 COFINA 
Subordinate Bonds 

Decagon Holdings 6, L.L.C. Decagon Holdings 6, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$17,689,399 COFINA Senior 
Bonds 

$15,794,133 COFINA 
Subordinate Bonds 

Decagon Holdings 7, L.L.C. Decagon Holdings 7, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$103,745,848 COFINA 
Senior Bonds 

$104,041,588 COFINA 
Subordinate Bonds 

Decagon Holdings 8, L.L.C.  Decagon Holdings 8, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$30,670,396 COFINA Senior 
Bonds 

$29,452,315 COFINA 
Subordinate Bonds 

Decagon Holdings 9, L.L.C. Decagon Holdings 9, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$18,216,854 COFINA Senior 
Bonds 

$17,446,373 COFINA 
Subordinate Bonds 

Decagon Holdings 10, L.L.C. Decagon Holdings 10, L.L.C.,  
800 Boylston Street, Boston, 
MA 02199 

$13,100,425 COFINA Senior 
Bonds 

$12,531,927 COFINA 
Subordinate Bonds 

Tilden Park Investment 
Master Fund LP (on behalf of 
its participating clients) 

c/o Tilden Park Capital 
Management LP 
452 5th Ave,  
28th Floor 
New York, NY 10018 

$455,876,291 COFINA 
Senior Bonds 

$9,142,033 COFINA 
Subordinate Bonds 

GoldenTree Asset 
Management LP (on behalf of 
its participating clients) 

300 Park Avenue 
20th Floor 
New York, NY 10022 

$431,161,811 COFINA 
Senior Bonds 

$97,374,100 COFINA 
Subordinate Bonds 
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Canyon Capital Advisors LLC 
(on behalf of its participating 
clients) 

2000 Avenue of the Stars 
11th Floor 
Los Angeles, CA 90067 

$303,080,000 COFINA 
Senior Bonds 

Old Bellows Partners LP (on 
behalf of its participating 
clients) 

660 Madison Ave, #20 
New York, NY 10065 

$215,028,900 COFINA 
Senior Bonds 

Scoggin Management LP (on 
behalf of its participating 
clients) 

660 Madison Ave, #20 
New York, NY 10065 

$60,311,100 COFINA Senior 
Bonds 

Whitebox Advisors LLC (on 
behalf of its participating 
clients) 

3033 Excelsior Boulevard 
Suite 300 
Minneapolis, MN 55416 

$132,201,010 COFINA 
Senior Bonds 

$26,995,686 COFINA 
Subordinate Bonds 

Merced Capital, L.P. (on 
behalf of its participating 
clients) 

601 Carlson Parkway 
Suite 200 
Minnetonka, MN 55305 

$36,119,077 COFINA Senior 
Bonds 

Taconic Capital Advisors L.P. 
(on behalf of funds under 
management) 

280 Park Avenue 
5th Floor 
New York, NY 10017 

$132,359,389 COFINA 
Senior Bonds 

$21,982,917 COFINA 
Subordinate Bonds 

Värde Partners, Inc. (on 
behalf of its participating 
clients) 

901 Marquette Avenue South 
Suite 3300 
Minneapolis, MN 55402 

$111,643,772 COFINA 
Senior Bonds 

Cyrus Capital Partners, L.P. 
(on behalf of its participating 
clients) 

399 Park Avenue 
39th Floor 
New York, NY 10022 

$93,105,717 COFINA Senior 
Bonds 

Aristeia Capital, L.L.C. (on 
behalf of its participating 
clients) 

One Greenwich Plaza 
3rd Floor 
Greenwich, CT 06830 

$102,590,000 COFINA 
Senior Bonds 

$4,435,000 COFINA 
Subordinate Bonds 
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Aggregate Holdings: COFINA Senior Bonds Aggregate Holdings: COFINA Subordinate 
Bonds 

$2,544,019,827 $602,007,190 
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WE CAN FINALLY IDENTIFY ONE
OF THE LARGEST HOLDERS OF
PUERTO RICAN DEBT
David Dayen 

October 3 2017, 5:11 p.m.

For years, the identity of the owner of one of the largest holdings of

Puerto Rican debts has been a mystery.

That mystery has finally been solved, with the help of the The Baupost

Group, who unmasked themselves to The Intercept. The Baupost Group,

a Boston-based hedge fund managed by billionaire Seth Klarman,
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owns nearly $1 billion of Puerto Rican debt, purchased under a shell

company subsidiary and hidden from public scrutiny. Baupost acquired

the debt through an on-paper Delaware-based corporation named

Decagon Holdings LLC, whose beneficial owner had been unknown until

now.

“The Baupost Group is a holder of COFINA bonds through the Decagon

entities,” said Baupost spokesperson Diana DeSocio. “Baupost regularly

makes investments through subsidiary holding entities.” She added that

Klarman, one of the richest hedge fund managers in the world, did not

hold any Puerto Rican debt individually.

Though the island, currently recovering from a catastrophic hurricane,

has been mired in a borrowing crisis for years, it’s difficult to get pre-

cise information about the creditors. Many of them scooped up bonds

on the cheap, seeking an astronomical payout by forcing the island to

pay them back at par (or 100 cents on the dollar). This has led to wide-

spread suffering, as punishing austerity has been imposed to encourage

Puerto Rico to pay back the bondholders in full. (Only now has some of

this austerity been lifted in the wake of Hurricane Maria.)

Using shell companies to buy Puerto Rican bonds, then, can shield

wealthy investors from public knowledge of their complicity in the mis-

ery of millions of U.S. citizens.

Julio López Varona, state director of Make the Road Connecticut and a

member of the HedgeClippers coalition, which is organized to challenge

the concentrated power of hedge funds, said the revelation of Klarman’s

involvement will have political ramifications.

“What’s incredible about this is these people were actually hiding,” said

López. “In the case of this person, he’s in Boston, which has a large

Puerto Rican community. … Our work right now will be about activat-

ing our community in Boston, letting them know this person has been
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hiding and making sure we go to his houses and his companies to hold

them accountable.”

In July, as part of a court order to comply with bankruptcy procedures, a

coalition of holders of “COFINA” bonds, backed by the island’s sales tax-

es, were required to supply the names of its members. The largest mem-

ber in terms of bond value was Decagon Holdings, which had 10 sepa-

rate purchasing subsidiaries (Decagon 1-10) holding $911.6 million in CO-

FINA bonds.

But there was no information about Decagon in the court filing, other

than a Boston address of 800 Boylston St. That’s the 52-floor Prudential

Tower skyscraper in the Back Bay district. The Intercept sent an as-

sociate to the Prudential Tower to find Decagon Holdings’ office, but

they were not listed in the directory.

A rather primitive website for a Decagon Holdings LLC turned out to be

for a different company. “This is a start-up organization and has not

gained any ground,” a spokesperson for the wrong Decagon Holdings

stated to The Intercept. “You aren’t the first to ask these questions.”

It turns out that there were two Decagon Holdings. One, the startup,

was incorporated in Nevada in November 2016. But a second, which in-

cludes all 10 entities used by Baupost, was incorporated in Delaware on

August 4, 2015, through an agent called the Corporation Service Compa-

ny. As usual for Delaware incorporation, almost no information accom-

panied that registration, including its beneficial owner.

800 Boylston St. in Boston houses a number of investment firms, though

none of them had the kind of assets that would plausibly include $911.6

million in Puerto Rican bonds. However, Kevin Connor, director of the

Public Accountability Initiative, directed The Intercept to an obscure op-

ed written for Fox News’s since-shuttered Latino news site in May 2016.

Iván Rivera Reyes, a Puerto Rican lawyer and politician, wrote that “CO-
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FINA was a creation of Wall Street financial whizzes Goldman Sachs and

counts large billion-dollar hedge funds like GoldenTree Asset Manage-

ment, Whitebox Advisors and Baupost Group as bondholders.”

But while GoldenTree and Whitebox were known COFINA bondholders,

Baupost had never publicly stated that they owned Puerto Rican debt.

When Roll Call asked Sean Neary, a spokesperson for the coalition of

COFINA bondholders, about Baupost’s role, he would only say, “They are

not part of the steering committee group that is the main driver of the

coalition.”

This appeared to be a confirmation, or at least a non-denial, of Baupost’s

assets. Neary never responded to a request from the Intercept for com-

ment. But contrary to Neary’s claim, Decagon was apparently active in

the coalition, according to reports in Puerto Rican media of them “lead-

ing” litigation efforts to get repaid.

Baupost had a connection to 800 Boylston, but not through an invest-

ment firm. The law office of Ropes & Gray works out of that building,

and one of its partners, Jeffrey R. Katz, has worked with Baupost in the

past. This SEC filing about the purchase of shares in a pharmaceutical

company lists Katz next to Klarman. It appeared that Baupost used

Katz’s address to register the Decagon shell companies.

When Connor, the public accountability advocate, contacted Katz about

Decagon and Baupost, he hesitated and tried to get Connor off the

phone. “He got really flustered,” Connor said. “He said, ‘You probably

think you’re onto something big, but I’m a lawyer and I have clients.’”

Katz never returned an Intercept request for comment.

The current spokesperson for the COFINA bondholders coalition, Greg

Marose, did not confirm Baupost’s involvement, but did say, “We have a

lot of stakeholders with commercial interests,” which could be read as

an excuse for hiding ownership behind a shell corporation. Eventually,
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Baupost admitted to controlling the Decagon entities and owning the

COFINA bonds. The COFINA bondholders group, Marose added in a later

interview, has “proactively disclosed its steering committee members in

press releases and all institutional members in legal filings.” In the case

of Baupost, however, this disclosure did not reveal the name of the in-

vestor behind the shell company.

Klarman, who has been described as the Oracle of Boston, has a history

of buying unpopular or distressed assets on the cheap in hopes of a pay-

day. Baupost manages over $30 billion in assets. He is known as the top

campaign contributor in New England and has been a major donor in

Republican politics in Massachusetts, including largely secret support

for 2016’s Question 2, an ultimately unsuccessful effort to lift a state cap

on charter schools. Klarman supported Hillary Clinton in 2016, calling

Donald Trump “completely unqualified for the highest office in the

land.”

Klarman’s involvement in Puerto Rican debt will surely come as a sur-

prise to activists in Massachusetts and Puerto Rico, who have never

mentioned him among the “vultures” who are causing undue pain for

the island’s U.S. citizens.

COFINA bondholders have been sparring with holders of Puerto Rico’s

general obligation debt over who has the right to be repaid first from a

pool of sales tax revenue. Judge Laura Taylor Swain, currently presiding

over the bankruptcy-like process in Puerto Rico, suspended COFINA pay-

ments in May.

The COFINA group has spent $610,000 lobbying Congress over the past

two years. Last week, after an Intercept report about creditor responses

— or the utter lack of them — to the disaster in Puerto Rico, COFINA

bondholders offered “our heartfelt thoughts and prayers” to those living

on the island and promised that “members of the Coalition will be con-

tributing to the Puerto Rico Chapter of the American Red Cross.”
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The amount was not disclosed, nor whether Seth Klarman and the Bau-

post Group would be contributing.

Update: Oct. 3, 2017 

Politico reporter Marc Caputo adds the context of Seth Klarman’s political giving.
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"Bǻųpǿșț fįřșț pųřčħǻșěđ ČǾFİŇǺ bǿňđș įň țħě șěčǿňđǻřỳ mǻřķěț įň
2015, ẅįțħ ǿųř mǿșț řěčěňț pųřčħǻșěș mǻđě įň 2017 běfǿřě Ħųřřįčǻňě
Mǻřįǻ ħįț Pųěřțǿ Řįčǿ," Ķŀǻřmǻň ẅřǿțě įň ǻň įňvěșțǿř ŀěțțěř Ẅěđňěșđǻỳ
ǿbțǻįňěđ bỳ ČŇBČ.

"Ǿųř įňvěșțměňț ẅǻș přěmįșěđ ǿň đěěp fųňđǻměňțǻŀ řěșěǻřčħ bǿțħ
ǻřǿųňđ țħě Čǿmmǿňẅěǻŀțħ'ș ǻbįŀįțỳ țǿ řěpǻỳ įțș ǿbŀįģǻțįǿňș ǻș ẅěŀŀ ǻș ǻ
ŀěģǻŀ ǻňǻŀỳșįș řěģǻřđįňģ țħě přįǿřįțỳ ǻňđ přǿpěřțỳ řįģħțș ǿf ČǾFİŇǺ
bǿňđș řěŀǻțįvě țǿ ǿțħěř đěbț įșșųěș ẅįțħ řěșpěčț țǿ vǻŀųǻbŀě čǿŀŀǻțěřǻŀ,"
țħě ŀěțțěř șǻįđ.

Ŀǻșț mǿňțħ țħě įșŀǻňđ ẅǻș ħįț bỳ Ħųřřįčǻňě Mǻřįǻ, ǻ Čǻțěģǿřỳ 4 șțǿřm
țħǻț ŀěfț ẅįđěșpřěǻđ đěvǻșțǻțįǿň ǻňđ ẅįpěđ ǿųț ěŀěčțřįč pǿẅěř fǿř mǿșț
ǿf țħě pǿpųŀǻțįǿň. Pųěřțǿ Řįčǿ čųřřěňțŀỳ ħǻș mǿřě țħǻň $70 bįŀŀįǿň įň
đěbț ǻňđ įș ǻŀřěǻđỳ įň ǻ țỳpě ǿf bǻňķřųpțčỳ șțǻțųș ǻș įț țřįěș țǿ
ňěģǿțįǻțě ẅįțħ čřěđįțǿřș.

Țħěřě ħǻvě běěň čǻŀŀș fǿř đěbț fǿřģįvěňěșș ǻș Pųěřțǿ Řįčǿ șțřųģģŀěș țǿ
řěčǿvěř. Přěșįđěňț Đǿňǻŀđ Țřųmp ħįmșěŀf pŀěđģěđ țǿ ẅįpě ǿųț įțș đěbț
įň ǻň įňțěřvįěẅ ẅįțħ Fǿx Ňěẅș ěǻřŀįěř țħįș mǿňțħ. Țħě įșŀǻňđ'ș ģěňěřǻŀ
ǿbŀįģǻțįǿň bǿňđș fěŀŀ țǿ 31 čěňțș ǿň țħě đǿŀŀǻř Fřįđǻỳ věřșųș 56 čěňțș ǿň
țħě đǿŀŀǻř ŀǻșț mǿňțħ.

Țħě ħěđģě-fųňđ bįŀŀįǿňǻįřě pųșħěđ bǻčķ ǿň đěbț fǿřģįvěňěșș țǻŀķ.

"Ẅħįŀě țħě įmpųŀșě ǿf țħě ǻđvǿčǻčỳ ģřǿųpș țǿ đěmǻňđ țħě đěbț bě
ěxpųňģěđ mǻỳ bě ẅěŀŀ įňțěňțįǿňěđ, įț įș įmpřǻčțįčǻŀ fǿř șěvěřǻŀ řěǻșǿňș,"
ħě ẅřǿțě. "İň țħě čǻșě ǿf Pųěřțǿ Řįčǿ, ěxpųňģįňģ țħě đěbț ẅǿųŀđ ǻŀmǿșț
čěřțǻįňŀỳ ěŀįmįňǻțě ǻňỳ ǻbįŀįțỳ țħě Čǿmmǿňẅěǻŀțħ ẅǿųŀđ ħǻvě țǿ
bǿřřǿẅ mǿňěỳ įň țħě fųțųřě ǻț řěǻșǿňǻbŀě řǻțěș, ẅħįčħ ẅįŀŀ bě čřįțįčǻŀ țǿ
țħě įșŀǻňđ'ș řěbųįŀđįňģ ěffǿřțș."

Ķŀǻřmǻň ǻŀșǿ șǻįđ ǿňě-țħįřđ ǿf țħě ČǾFİŇǺ bǿňđș ǻřě ǿẅňěđ bỳ Pųěřțǿ
Řįčǻň čįțįżěňș ǻňđ čǿmmųňįțỳ bǻňķș ǿň țħě įșŀǻňđ. "Țħě ěŀįmįňǻțįǿň ǿf
Pųěřțǿ Řįčǿ'ș đěbț ẅǿųŀđ ħǻvě ǻ đěvǻșțǻțįňģ ěffěčț ǿň țħě șǻvįňģș ǿf
mǻňỳ Pųěřțǿ Řįčǻňș," ħě ẅřǿțě.

Țħě įňvěșțǿř ǻđmįțțěđ ħįș fįřm ǻčqųįřěđ țħě įșŀǻňđ'ș đěbț țħřǿųģħ
"șpěčįǻŀ pųřpǿșě věħįčŀěș" șųčħ ǻș Đěčǻģǿň Ħǿŀđįňģș șǿ čǿmpěțįțǿřș
ẅǿųŀđň'ț fįňđ ǿųț ħįș fįřm ẅǻș bųỳįňģ țħě bǿňđș, ẅħįčħ "čǿųŀđ ħǻvě ǻň
ǻđvěřșě ěffěčț ǿň ǿųř ǻbįŀįțỳ țǿ țřǻđě."
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Bǻųpǿșț đįđ ňǿț řěșpǿňđ țǿ ǻ řěqųěșț fǿř čǿmměňț ǿň țħě ŀěțțěř. Țħě
fįřm ħǻș $30 bįŀŀįǿň ǿf ǻșșěțș ųňđěř mǻňǻģěměňț ǻș ǿf Mǻřčħ 2017.

Țħě ħěđģě-fųňđ mǻňǻģěř ħǻș ŀǻřģěŀỳ ǻvǿįđěđ čǿňțřǿvěřșỳ ǿvěř ħįș
čǻřěěř ǻňđ įș ǿfțěň čǿmpǻřěđ ẅįțħ Bųffěțț fǿř ħįș đįșčįpŀįňěđ įňvěșțįňģ
pħįŀǿșǿpħỳ ǻňđ șǿŀįđ řěțųřňș. Ųșěđ čǿpįěș ǿf Ķŀǻřmǻň'ș 1991 "Mǻřģįň ǿf
Șǻfěțỳ" įňvěșțměňț bǿǿķ șțįŀŀ șěŀŀ fǿř ňěǻřŀỳ $700 ǿňŀįňě.

— ČŇBČ'ș Ŀěșŀįě Pįčķěř ǻňđ Fřěđ İmběřț čǿňțřįbųțěđ țǿ țħįș řěpǿřț.

ẄǺȚČĦ: ČŇBČ'ș čřěẅ țřǻvěŀěđ țħřǿųģħ Pųěřțǿ Řįčǿ
țẅǿ ẅěěķș ǻfțěř țħě ħųřřįčǻňě

Țǻě Ķįm
İňvěșțįňģ Jǿųřňǻŀįșț

ČŇBČ’ș čřěẅ țřǻvěŀěđ țħřǿųģħ
Pųěřțǿ Řįčǿ țẅǿ ẅěěķș ǻfțěř țħě
ħųřřįčǻňě  
3:16 PM ĚȚ Țųě, 3 Ǿčț 2017 | 05:47
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Puerto Rico oversight board wants changes to island's fiscal

plan

Nick Brown

(Reuters) - Puerto Rico’s financial oversight board told the bankrupt island’s governor on
Monday to revise his proposed fiscal turnaround plan to add more detail on labor and other
reforms, and to create room in the budget for a $1.3 billion emergency fund.
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In a letter to Governor Ricardo Rossello, the federally appointed, seven-member panel set a
Feb. 12 deadline for the new draft, which will chart Puerto Rico’s plan to regain economic
stability.

The U.S. territory is struggling to recover from September’s Hurricane Maria - its worst storm
in 90 years - while also navigating the biggest government bankruptcy in U.S. history, with
$120 billion in combined bond and pension debt.

Rossello’s draft turnaround plan, submitted on Jan. 24, projected a $3.4 billion budget gap that
would bar the island from repaying a penny of its debt until 2022.

While the plan included subsidy cuts to cities and towns and the streamlining of public
agencies, the board, which must approve the plan, demanded more details in Monday’s eight-
page letter.

The board wants an emergency reserve of $650 million in the next five years and $1.3 billion
within 10 years, “based on best practices for states and territories regularly impacted by
storms,” it said.

People watch television powered with the help of a generator, as Puerto Rico Governor Ricardo Rossello addresses
the nation in a televised speech, in Toa Baja, Puerto Rico February 5, 2018. REUTERS/Alvin Baez
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It also wants more details on key structural reforms, notably labor. The board suggested that
Rossello make Puerto Rico an at-will employer and make severance and Christmas bonuses
optional, both of which are norms among U.S. states.

The board criticized Rossello’s proposed reduction of capital expenditures to $400 million a
year, saying there had “been no project or agency-specific analysis” to support that figure and
that the plan should provide for expenditures “necessary to maintain assets of the
commonwealth.”

Puerto Rico Governor Ricardo Rossello addresses the nation in a televised speech, in Toa Baja, Puerto Rico
February 5, 2018. REUTERS/Alvin Baez
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The board also sought more detail on Rossello’s vision for Puerto Rico’s energy grid, which was
decimated by Maria.

Rossello has announced plans to privatize Puerto Rico’s bankrupt, quasi-public power utility,
PREPA.

But the governor’s plan must “support a transaction by providing a set of targets for a potential
bidder to meet or exceed during the bidding process,” the board said.

It said the plan should provide a five-year outlook for financial stability at the utility, and for
the creation of an independent energy regulator with commissioners appointed by the
governor, from a candidate list developed by an independent expert panel.

Reporting by Nick Brown; editing by G Crosse and Leslie Adler

Our Standards: The Thomson Reuters Trust Principles.
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Make the Road Pennsylvania 
Action Center on Race and the Economy (ACRE) 
ReFund America Project 
Responsible Endowments Coalition 

October 16, 2017

Martha E. Pollack 
President 
Cornell University 
333 Day HallCornell UniversityIthaca, NY 14853

Dear President Martha E. Pollack,

Baupost Group, a hedge fund that the Cornell University endowment appears to invest
with, was recently revealed to be one of the largest holders of Puerto Rican debt bonds.
A recent investigation found that Baupost Group, under the leadership of billionaire
founder and CEO Seth Klarman, owns $911.6 million worth of Puerto Rican debt
bonds, purchased through a shell company used to shield the hedge fund from public
scrutiny.

Baupost Group is one of many hedge fund investors that purchased large portions of
Puerto Rico’s debt at a discount and are now demanding that the island enact extreme
austerity measures so that it may repay its creditors in full. However, Seth Klarman is a
particularly egregious actor in the Puerto Rican economic crisis due to his decision to
use an elaborate network of shell companies in order to keep the public, and
presumably investors, from knowing about his dealings on the island. This type of
extreme secrecy is unfortunately a pattern with Klarman, who last year was revealed by
the Boston Globe to be one of several wealthy donors to nonprofit education reform
organizations that spent millions on a ballot campaign in Massachusetts without
disclosing their donors.
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In addition to an unprecedented economic crisis, Puerto Rico now faces a humanitarian
crisis following the devastation of Hurricane Maria. We are deeply concerned that
Cornell University, a highly regarded institution of higher education with a strong
commitment to economic justice and human rights, could be facilitating these crises in
Puerto Rico via its investment with Baupost Group. Furthermore, we believe that the
university’s continued investment with Baupost Group, a company that went to great
lengths to conceal its involvement in the Puerto Rican debt crisis, aids Seth Klarman in
avoiding accountability for his actions.

Given the serious concerns detailed here and in the attached documents, we are
requesting a meeting with you to discuss the university’s investment with Baupost
Group and to hear from you how Cornell University plans to address this matter.
Additionally, we ask that you request a due diligence investigation into this matter by
your endowment staff and your investment consultants.

The disturbing profit-driven tactics of Baupost Group in Puerto Rico threaten the lives
and livelihoods of millions of Puerto Ricans, and the company’s extreme opacity with
respect to these investments is unacceptable. Cornell University, as both an investor in
Baupost Group and a world-renowned institution of higher education, should be
alarmed by Baupost’s actions and should demand accountability from Seth Klarman.
We look forward to your response.

Sincerely,

Courage Campaign 
Connecticut Puerto Rican Agenda 
Massachusetts Jobs with Justice 
Public Higher Education Network of Massachusetts 
American family Voices 
Alliance for Quality Education 
Delaware Alliance for Community Advancement 
Alliance of Californians for Community Empowerment (ACCE) 
OLÉ -Organizers in the Land of Enchantment 
Pineros y Campesinos Unidos del Noroeste 
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Center for Popular Democracy 
Missourians Organizing for Reform and Empowerment (M.O.R.E) 
Texas Organizing Project 
CASA de Maryland 
Action North Carolina 
Arkansas Community Organizations 
One Pennsylvania 
Hedge Clippers 
New York Communities for Change 
Strong Economy For All 
Make the Road Connecticut 
Make the Road New York 
Organize Florida 
United Students Against Sweatshops 
Make the Road Pennsylvania 
Action Center on Race and the Economy (ACRE) 
ReFund America Project 
Responsible Endowments Coalition 

October 16, 2017

G. Gabrielle Starr 
President 
Pomona College 
333 N. College WayClaremont, CA 91711

Dear President G. Gabrielle Starr,

Baupost Group, a hedge fund that the Pomona College endowment appears to invest
with, was recently revealed to be one of the largest holders of Puerto Rican debt bonds.
A recent investigation found that Baupost Group, under the leadership of billionaire
founder and CEO Seth Klarman, owns $911.6 million worth of Puerto Rican debt























Citations: 
 
The first page comes out of Cornell's 2017 annual 
report. https://www.dfa.cornell.edu/sites/default/files/cornell-financial-report-
fy2017.pdf 
 
The data on hedge funds Cornell is invested in comes from a data base called 
Prequin. https://www.preqin.com/ It is public to anybody who subscribes and the 
research team at Hedge Clippers used their subscription to obtain this. 
 
The next few are public news articles. 
 
The tax statements at the end are publicly available as Cornell is a non-profit.  All the 
form 990s and form 990ts can be found here https://www.guidestar.org/profile/15-
0532082 and then just click the button show forms 990. 
	
Princeton	2015	Form	
990	http://www.guidestar.org/FinDocuments/2015/210/634/2015-210634501-
0cc672f5-9.pdf	
	
Cornell	2015	Form	990	http://www.guidestar.org/FinDocuments/2015/150/532/2015-
150532082-0cc4828a-9.pdf	
	
Cornell	Form	
990t	http://www.guidestar.org/FinDocuments/F990T/2015/150/532/2015-150532082-
0c966d3a-T.pdf	
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