SUPPLEMENT TO CERTAIN OFFICIAL STATEMENTS OF
PUERTO RICO SALES TAX FINANCING CORPORATION

RELATING TO
$1,006,474,702 $91,155,000
Puerto Rico Sales Tax Financing Corporation Puerto Rico Sales Tax Financing Corporation
Sales Tax Revenue Bonds, Senior Series 2011C Sales Tax Revenue Bonds, Senior Series 2011D
(the “Series 2011C Bonds™) (the “Series 2011D Bonds”)
and
$734,795,573.95 $45,620,000
Puerto Rico Sales Tax Financing Corporation Puerto Rico Sales Tax Financing Corporation
Sales Tax Revenue Bonds, First Subordinate Series 2011A Sales Tax Revenue Bonds, First Subordinate Series 2011B
(the “Series 2011A Bonds”) (the “Series 2011B Bonds”)

SUPPLEMENT DATED DECEMBER 7, 2011

This Supplement updates or modifies certain information appearing in the Official Statements,
dated December 1, 2011, relating to the Series 2011C Bonds and the Series 2011D Bonds, and the
Official Statements, dated November 16, 2011, relating to the Series 2011A Bonds and the Series 2011B
Bonds.

Sales Tax Collections for the First Five Months of Fiscal Year 2012

Commonwealth Sales Tax collections for November 2011 totaled $91.4 million, an increase of
$2.8 million (3.1%) from collection for the same period in Fiscal Year 2010-2011. Commonwealth Sales
Tax collections for the five month period ended November 30, 2011, totaled $455.6 million, or an average
of $91.1 million per month. Such collections year-to-date are $22.9 million (4.8%) below the Treasury
Department’s estimate of $478.5 million, but $10.2 million (2.3%) above collections for the same period
in Fiscal Year 2010-2011. The Treasury Department believes that the difference between their estimate
and actual collections is due to the delay in the implementation of the point of sale system.

The Treasury Department also announced a revision of Commonwealth Sales Tax collections for
October 2011 from the previously reported $90.6 million to $85.9 million due to the inadvertent inclusion
in Commonwealth Sales Tax collections by the Treasury Department’s external collection agent of a
portion of the Municipal Sales Tax collections for such month. The October 2011 Commonwealth Sales
Tax collections of $85.9 million are $2.2 million (2.7%) above collections for the same period in Fiscal
Year 2010-2011.

Preliminary General Fund Revenues for the First Four Months of Fiscal Year 2012

Preliminary General Fund revenues for the first four months of fiscal year 2012 (from July 1,
2011 to October 31, 2011) were $2.284 billion, an increase of $148.1 million, or 6.9%, from $2.136
billion of revenues for the same period in the prior fiscal year and a decrease of $32.8 million, or 1.4%,
from the revised estimate of revenues of $2.317 billion. The increase in General Fund revenues for the
first four months of fiscal year 2012, compared to the same period in the prior fiscal year, is mainly due to
the collection of $650.2 million from the new temporary excise tax under Act No. 154, which was not in
effect during the first four months of fiscal year 2011 (see “Tax Reform” under Overview of the
Commonwealth’s Fiscal Condition in Appendix A to the Official Statement). This increase was partially
offset by decreases in collections from the following: (i) income taxes from individuals of $208.3 million,



(ii) corporate income taxes of $84.9 million, (iii) taxes withheld from non-residents of $81.9 million and
(iv) property taxes of $108.3 million. The reduction in collections from property taxes is due to the phase
out of the special property tax imposed on residential and commercial real estate in fiscal year 2009 as
part of the temporary revenue raising measures included in the fiscal stabilization plan. The reduction in
income taxes was expected and is largely due to the tax reform implemented in January 2011.

MISCELLANEOUS

The information set forth in this Supplement was supplied by certain officials of the Corporation,
the Commonwealth or certain of its agencies or instrumentalities, in their respective official capacities, or
was obtained from publications of the Commonwealth or certain of its agencies or instrumentalities, and
is included in this Supplement on the authority of such officials or the authority of such publications as
official public documents. The Corporation has authorized the delivery of this Supplement to holders of
the Series 2011A Bonds, the Series 2011B Bonds, the Series 2011C Bonds and the Series 2011D Bonds.

This Supplement will be filed with the MSRB through EMMA.
PUERTO RICO SALES TAX
FINANCING CORPORATION

By: /s/ Jose Otero Freiria
Executive Director
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Puerto Rico Sales Tax Financing Corporation (the “Corporation”) will issue its Sales Tax Revenue Bonds, Senior Series
2011C (the “Series 2011C Bonds”), to redeem certain outstanding bonds of Puerto Rico Public Finance Corporation and
cover certain payments associated with swap agreements of the Corporation, as described herein. Concurrently with the
issuance of the Series 2011C Bonds, the Corporation is issuing its Sales Tax Revenue Bonds, Senior Series 2011D (the
“Series 2011D Bonds” and, together with the Series 2011C Bonds, the “Senior Series 2011 Bonds”). The Series 2011D Bonds
are being offered for sale solely in Puerto Rico pursuant to a separate Official Statement. The issuance of the Series 2011C
Bonds is not contingent upon the issuance of the Series 2011D Bonds. See PLAN OF FINANCING.

The Senior Series 2011 Bonds are being issued pursuant to a Sales Tax Revenue Bond Resolution, as amended
(the “Resolution”), and are payable solely from and secured by a security interest in a portion of the sales and
use tax imposed by the Commonwealth. The Senior Series 2011 Bonds are on a parity in payment priority with
the Corporation’s outstanding Senior Bonds and Parity Obligations (as defined herein), and additional senior
bonds that may be issued or parity obligations that may be incurred by the Corporation, as described herein, and
are senior in payment priority to the Corporation’s outstanding Subordinate Bonds and Subordinate Obligations
(as defined herein). The Bank of New York Mellon acts as trustee (the “Trustee”) under the Resolution. See
Appendix B - Summary of Certain Definitions and Provisions of the Resolution.

The Series 2011C Bonds will be issued by means of a book-entry only system evidencing ownership and transfer of the
Series 2011C Bonds on the records of The Depository Trust Company and its participants. The Series 2011C Bonds are being
issued as Current Interest Bonds and Capital Appreciation Bonds. The inside cover page of this Official Statement contains
information concerning the maturity schedules, interest payment dates, interest rates, prices and approximate yields of the
Series 2011C Bonds. Prospective investors should consider the information set forth in RISK FACTORS before investing,.

This cover page contains information for quick reference only. It is not a summary of this issue. Investors
must read the entire Official Statement to obtain information essential to the making of an informed investment
decision.

In the opinion of Bond Counsel, under existing law and assuming compliance with the tax covenants described
herein, and the accuracy of certain representations and certifications made by the Corporation and the Commonwealth,
interest on the Series 2011C Bonds is excluded from gross income for Federal income tax purposes under Section 103
of the Internal Revenue Code of 1986, as amended (the “Code”). Bond Counsel is also of the opinion that such interest
s not treated as a preference item in calculating the alternative minimum tax imposed under the Code with respect to
individuals and corporations. Bond Counsel is further of the opinion that interest on the Series 2011C Bonds is exempt
Sfrom state, Commonwealth and local income taxation. See Tax Matters herein.

The Series 2011C Bonds and other obligations of the Corporation do not constitute a debt or obligation of
the Commonwealth nor of its instrumentalities (other than the Corporation), and neither the Commonwealth
nor its public instrumentalities (other than the Corporation) is responsible for the payment of the Series 2011C
Bonds or such other obligations, for which the full faith, credit and taxing power of the Commonwealth is not
pledged.

The Series 2011C Bonds are offered by the Underwriters when, as and if issued by the Corporation and received
by the Underwriters, subject to prior sale, withdrawal or modification of the offer without notice, and the approval
of legality by Nixon Peabody LLP, New York, New York, Bond Counsel to the Corporation. Certain legal matters will
be passed upon for the Underwriters by Pietrantoni Méndez & Alvarez LLC, San Juan, Puerto Rico, as Underwriters’
Counsel. It is expected that the Series 2011C Bonds will be delivered through The Depository Trust Company on or about
December 13, 2011.
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$1,006,474,702
Puerto Rico Sales Tax Financing Corporation
Sales Tax Revenue Bonds, Senior Series 2011C

$904,685,000 Current Interest Bonds"

$180,930,000 Serial Bonds

Maturity Interest

August 1 Amount Rate Yield CUSIP!
2020 $ 3,405,000 4% 3.050% 74529INM3
2021 51,205,000 5 3.220 74529INN1
2022 74,835,000 5 3.390* 74529INP6
2023 6,080,000 4 3.620* 74529INQ4
2026 6,705,000 4 4.060 74529JNR2
2027 7,430,000 4 4.170 74529JNS0
2028 2,965,000 4 4.280 74529JNT8
2029 615,000 4% 4.380 74529JPD1
2030 630,000 4% 4.470 74529JPE9
2031 655,000 4% 4.550 74529JPF6
2032 690,000 4% 4.620 74529JPG4
2033 715,000 4% 4.690 74529JPH2
2039 25,000,000 4% 4.875 74529INW1

$723,755,000 Term Bonds
$259,980,000 5% Term Bonds due August 1, 2040, to yield 4.875%* CUSIP' 74529INU5

$325,000,000 5%% Term Bonds due August 1, 2040, to yield 4.750%* CUSIP' 74529INX9
$138,775,000 5% Term Bonds due August 1, 2046, price 100.00 CUSIP' 74529INV3

$101,789,702 Capital Appreciation Bonds®

Maturity Initial Principal Maturity Approximate

August 1 Amount Amount Yield CUSIP'
2034 $ 5,225,502.25 $ 20,585,000 6.150% 74529INY7
2037 15,512,247.90 74,385,000 6.210 74529INZ4
2038 15,140,712.75 77,585,000 6.230 74529JPA7
2039 62,501,241.60 342,360,000 6.250 74529JPB5
2041 3,409,997.50 21,125,000 6.250 74529JPC3

Interest on the Current Interest Bonds will be payable semi-annually on each February 1 and August 1, commencing on February 1, 2012.

Copyright, American Bankers Association. CUSIP data herein is provided by Standard & Poor’s, CUSIP Service Bureau, a division of the McGraw-Hill
Companies, Inc. This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Services. CUSIP numbers are provided
for convenience of reference only. Neither the Corporation nor the Underwriters take any responsibility for the accuracy of such numbers.

Priced at the stated yield to the August 1, 2021 optional redemption date at a redemption price of 100%. See “Redemption” under THE SERIES 2011C BONDS
herein

Interest on the Capital Appreciation Bonds will not be payable on a current basis but will compound semi-annually on each February 1 and August 1, commencing
on February 1, 2012, and will be payable at maturity (or earlier redemption).



In connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or
maintain the market price of the Series 2011C Bonds at a level above that which might otherwise prevail in the
open market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriters may offer and
sell the Series 2011C Bonds to certain dealers and dealer banks and others at a price lower than the public offering
price stated on the inside cover pages and said offering price may be changed from time to time by the
Underwriters.

The information set forth herein has been obtained from sources which are believed to be reliable but, as to
information from other than Puerto Rico Sales Tax Financing Corporation (the “Corporation”), is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation, by the Corporation or the Underwriters. The
information and expressions of opinion herein are subject to change without notice, and neither the delivery of the Official
Statement nor any sale made hereunder shall under any circumstances create any implication that there has been no
change in the affairs of the Corporation since the date hereof. The various tables may not add due to rounding of figures.

The Underwriters have reviewed the information in this Official Statement in accordance with, and as part of,
their respective responsibilities to investors under the federal and Commonwealth securities laws as applied to the facts
and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of such
information.

No dealer, broker, sales representative or other person has been authorized by the Corporation or the Underwriters
to give any information or to make any representations, other than those contained in this Official Statement in connection
with the offering described herein, and if given or made, such other information or representations must not be relied upon
as having been authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy, nor shall there be any sale of the Series 2011C Bonds, by any person in any jurisdiction in
which it is unlawful for such person to make such offer, solicitation or sale.

All quotations from and summaries and explanations of provisions of laws, resolutions, the Series 2011C Bonds
and other documents herein do not purport to be complete. Reference is made to said laws, resolutions, the Series 2011C
Bonds and other documents for full and complete statement of their provisions. Copies of the above are available for
inspection at the offices of the Corporation or the Trustee.

The Series 2011C Bonds have not been registered under the Securities Act of 1933, as amended, in reliance
upon exemptions contained in such act. The registration or qualification of the Series 2011C Bonds in accordance
with applicable provisions of laws of the states in which the Series 2011C Bonds have been registered or qualified
and the exemption from registration or qualification in other states cannot be regarded as a recommendation
thereof. Neither these states nor any of their agencies have passed upon the merits of the Series 2011C Bonds or
the accuracy or completeness of this Official Statement. Any representation to the contrary may be a criminal
offense.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING
STATEMENTS IN THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute projections or
estimates of future events, generally known as forward-looking statements. These statements are generally identifiable by
the words “estimates,” “projects,” “anticipates,” * 7

LR N3 LR N3

expects,” “intends,” “believes” and similar expressions. The
achievement of certain results or other expectations contained in such forward-looking statements involves known and
unknown risks, uncertainties and other factors which may cause actual results, performance or achievements described to
be materially different from any future results, performance or achievements expressed or implied by these forward-
looking statements. The Corporation does not plan to issue any updates or revisions to those forward-looking statements
if or when changes in their expectations, or event, conditions or circumstances on which such statements are based, occur.
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$1,006,474,702
Puerto Rico Sales Tax Financing Corporation
Sales Tax Revenue Bonds, Senior Series 2011C

INTRODUCTION

This Official Statement of Puerto Rico Sales Tax Financing Corporation (the “Corporation,” or as
known by the acronym of its Spanish name, “COFINA”), which includes the cover page, the inside cover
page, the table of contents and the appendices, sets forth certain information in connection with the
issuance and sale by the Corporation of its $1,006,474,702 Sales Tax Revenue Bonds, Senior Series
2011C (the “Series 2011C Bonds”). Concurrently with the issuance of the Series 2011C Bonds, the
Corporation is issuing its Sales Tax Revenue Bonds, Senior Series 2011D (the “Series 2011D Bonds”
and, together with the Series 2011C Bonds, the “Senior Series 2011 Bonds™). The Series 2011D Bonds
are being offered for sale solely in Puerto Rico pursuant to a separate Official Statement. The issuance of
the Series 2011C Bonds is not contingent upon the issuance of the Series 2011D Bonds. See PLAN OF
FINANCING. Capitalized terms not defined elsewhere in this Official Statement are defined in Appendix
B — Summary of Certain Definitions and Provisions of the Resolution.

The Corporation

The Corporation is an independent governmental instrumentality of the Commonwealth of Puerto
Rico (the “Commonwealth”), created under Act No.91 of the Legislative Assembly of the
Commonwealth (the “Legislative Assembly”), approved May 13, 2006, as amended by Act No. 291,
approved December 26, 2006, Act No. 56, approved July 5, 2007, Act No. 1, approved January 14, 2009,
Act No. 7, approved March 9, 2009, as amended (“Act 7”), and Act No. 18, approved May 22, 2009
(collectively, “Act 91”). The Corporation receives half of the Commonwealth Sales Tax (as defined
below) (2.75% out of a total sales tax of 5.5%, as described below) and is authorized to use such portion
of the Commonwealth Sales Tax to pay or finance, in whole or in part, or fund: (i) certain debt obligations
of the Commonwealth payable from Commonwealth budgetary appropriations and outstanding as of
June 30, 2006 (the “2006 Appropriation Debt”); (ii) the debt of the Secretary of the Treasury of the
Commonwealth (“Secretary of the Treasury”) with Government Development Bank for Puerto Rico
(“Government Development Bank™) in the amount of $1 billion, a portion of the proceeds of which were
used to cover the budgetary deficit of the Commonwealth for Fiscal Year 2008-2009, (iii) certain
financing granted to the Secretary of the Treasury by Government Development Bank payable from
future Commonwealth general obligation bonds, and any debt of the Commonwealth outstanding as of
December 31, 2008 that did not have a source of repayment or was payable from budgetary
appropriations, (iv) a portion of the accounts payable to suppliers of the Commonwealth, (v) operational
expenses of the Commonwealth for Fiscal Years 2008-2009, 2009-2010, and 2010-2011, (vi) operational
expenses of the Commonwealth for Fiscal Year 2011-2012, to the extent included in the annual budget of
the Government of Puerto Rico, (vii) the Puerto Rico Economic Stimulus Fund, (viii) the Commonwealth
Emergency Fund in order to cover expenses resulting from catastrophic events such as hurricanes or
floods, and (ix) the Economic Cooperation and Public Employees Alternatives Fund (all such uses, the
“Authorized Uses”). See THE CORPORATION.

Sales and Use Tax
Pursuant to Act No. 117 of the Legislative Assembly, approved July 4, 2006 (“Act 117”), the

Commonwealth imposed for the first time a tax on the sales or use of a broad range of goods and services
in the Commonwealth at a rate of 5.5% for the benefit of the Commonwealth and an additional and



separate rate of 1.5% for the benefit of municipalities of the Commonwealth (the tax at the 5.5% rate
herein called the “Commonwealth Sales Tax”).

Dedicated Sales Tax Fund

Act 91 established the Dedicated Sales Tax Fund, a special fund held and owned by the
Corporation separate and apart from the Commonwealth’s General Fund. Act 91 requires that the
following amounts be deposited in the Dedicated Sales Tax Fund in each Fiscal Year, whichever is
greater: (1) a minimum fixed amount, referred to in the Resolution and herein as the “Pledged Sales Tax
Base Amount,” and (ii) the product of the amount of the Commonwealth Sales Tax collected during such
Fiscal Year multiplied by a fraction, the numerator of which is two point seventy-five percent (2.75%)
and the denominator of which is the rate of such Commonwealth Sales Tax (at present, 5.5%; the amount
resulting from such multiplication is sometimes referred to herein as the “2.75% formula”) (the greater of
(i) and (ii) being referred to as the “Pledged Sales Tax™). See “Dedicated Sales Tax Fund” under
PLEDGED SALES TAX.

In each Fiscal Year, the first collections of the Commonwealth Sales Tax are deposited in the
Dedicated Sales Tax Fund and applied to fund the Pledged Sales Tax Base Amount. The Pledged Sales
Tax Base Amount for the Fiscal Year beginning July 1, 2011 is $595,165,542. The Pledged Sales Tax
Base Amount increases each Fiscal Year thereafter at a statutory rate of 4% up to $1,850,000,000. Under
Act 91, the moneys on deposit in the Dedicated Sales Tax Fund may be used for the payment of the
Corporation’s bonds or for any of the Authorized Uses. See “Dedicated Sales Tax Fund’ and “Pledged
Sales Tax Base Amount” under PLEDGED SALES TAX.

Regardless of the level of Commonwealth Sales Tax collections, Act 91 requires that in each
Fiscal Year all collections of the Commonwealth Sales Tax be deposited in the Dedicated Sales Tax Fund
until an amount equal to the Pledged Sales Tax Base Amount is so deposited before any collections of
Commonwealth Sales Tax are deposited in the Commonwealth’s General Fund.

The Resolution

The Senior Series 2011 Bonds will be issued pursuant to a Sales Tax Revenue Bond Resolution,
as amended (the “General Resolution”), adopted on July 13, 2007, a Twentieth Supplemental Sales Tax
Revenue Bond Resolution, which provides for the terms of the Series 2011C Bonds (the “Twentieth
Supplemental Resolution”) and a Twenty-first Supplemental Sales Tax Revenue Bond Resolution, which
provides for the terms of the Series 2011D Bonds (the “Twenty-first Supplemental Resolution™) (the
General Resolution, as supplemented by the Twentieth Supplemental Resolution and the Twenty-first
Supplemental Resolution, the “Resolution”), adopted by the Board of Directors of the Corporation on
December 1, 2011, pursuant to which The Bank of New York Mellon acts as trustee (the “Trustee”). For
a summary of the Resolution, see Appendix B — Summary of Certain Definitions and Provisions of the
Resolution.

Outstanding Bonds and Parity Obligations
General

Prior to the issuance of the Senior Series 2011 Bonds, the Corporation had outstanding $14.126
billion aggregate initial principal amount of its Sales Tax Revenue Bonds issued under the General
Resolution plus $691.7 million accreted on existing capital appreciation bonds and convertible capital
appreciation bonds as of November 1, 2011. The Corporation’s outstanding bonds consist of senior and
first subordinate bonds.



The Corporation’s outstanding senior bonds consist of the following: (i) Sales Tax Revenue
Bonds, Series 2007A (the “Series 2007A Bonds”), (ii) Sales Tax Revenue Bonds, Series 2007B (the
“Series 2007B Bonds™), (iii) Sales Tax Revenue Bonds, Series 2007C (the “Series 2007C Bonds™),
(iv) Sales Tax Revenue Bonds, Series 2008A (the “Series 2008A Bonds”), and (v) Sales Tax Revenue
Bonds, Senior Series 2009C (the “Series 2009C Bonds” and, together with the Series 2007A Bonds, the
Series 2007B Bonds, the Series 2007C Bonds and the Series 2008A Bonds, the “Outstanding Senior
Bonds™).

The Corporation’s outstanding first subordinate bonds consist of the following: (i) Sales Tax
Revenue Bonds, First Subordinate Series 2009A (the “Series 2009A Bonds™), (ii) Sales Tax Revenue
Bonds, First Subordinate Series 2009B (the “Series 2009B Bonds™), (iii) Sales Tax Revenue Bonds, First
Subordinate Series 2010A (the “Series 2010A Bonds”), (iv) Sales Tax Revenue Bonds, First Subordinate
Series 2010C (the “Series 2010C Bonds™), (v) Sales Tax Revenue Bonds, First Subordinate Series 2010D
(Issuer Subsidy Build America Bonds) (the “Series 2010D Bonds”), and (vi) Sales Tax Revenue Bonds,
First Subordinate Series 2010E (Issuer Subsidy Recovery Zone Economic Development Bonds) (the
“Series 2010E Bonds™), (vii) Sales Tax Revenue Bonds, First Subordinate Series 2011A Bonds (the
“Series 2011A Bonds”), and (viii) Sales Tax Revenue Bonds, First Subordinate Series 2011B Bonds (the
“Series 2011B Bonds™) and, together with the Series 2009A Bonds, Series 2009B Bonds, Series 2010A
Bonds, Series 2010C Bonds, Series 2010D Bonds, Series 2011A Bonds and Series 2011B Bonds, the
“Outstanding First Subordinate Bonds”).

The Senior Series 2011 Bonds are being issued to redeem or repay prior to maturity certain
outstanding bonds of Puerto Rico Public Finance Corporation and cover certain payments associated with
swap agreements of the Corporation. See PLAN OF FINANCING.

After giving effect to the issuance of the Senior Series 2011 Bonds, the Corporation will have
$15.224 billion aggregate initial principal amount of its Sales Tax Revenue Bonds issued under the
Resolution, of which $6.273 billion aggregate initial principal amount consists of Outstanding Senior
Bonds (plus $521 million accreted on existing capital appreciation bonds as of November 1, 2011), and
$8.951 billion aggregate initial principal amount consists of Outstanding First Subordinate Bonds (plus
$170.7 million accreted on existing capital appreciation bonds and convertible capital appreciation bonds
as of November 1, 2011).

The Corporation currently also has outstanding one interest rate swap agreement in an aggregate
notional amount of $136 million, which was entered into under the General Resolution in connection with
certain variable rate bonds included in the Series 2007A Bonds, with ongoing quarterly payments
thereunder (but not termination payments) secured on a parity with the Outstanding Senior Bonds (the
“Outstanding Parity Obligations™).

Outstanding Senior Bonds and Outstanding Parity Obligations

The Senior Series 2011 Bonds and all Outstanding Senior Bonds and Outstanding Parity
Obligations are secured equally and ratably under the Resolution and are payable from the Pledged Sales
Tax. Additional senior bonds may be issued (the “Additional Senior Bonds” and, together with the
Outstanding Senior Bonds and the Senior Series 2011 Bonds, the “Senior Bonds”), and additional parity
obligations may be incurred (the “Additional Parity Obligations” and, together with the Outstanding
Parity Obligations, the “Parity Obligations”), under the Resolution subject to the applicable additional
bonds test described herein and solely to either finance the payment, retirement or defeasance of the 2006
Appropriation Debt, or refund or refinance for savings Senior Bonds or Parity Obligations. See
“Additional Bonds, Refunding Bonds and Other Obligations” under SECURITY FOR THE BONDS and
PLAN OF FINANCING.



Outstanding First Subordinate Bonds

Under the Resolution, the Corporation is authorized to issue bonds and incur certain obligations
subordinate in right of payment to the Senior Bonds and the Parity Obligations. The Outstanding First
Subordinate Bonds and all additional bonds issued on a parity therewith (“Additional First Subordinate
Bonds” and, together with the Outstanding First Subordinate Bonds, the “First Subordinate Bonds™), and
all obligations incurred on a parity therewith (the “First Subordinate Obligations”), are secured equally
and ratably under the Resolution on a basis subordinate to the Senior Bonds and the Parity Obligations,
and are payable from the Pledged Sales Tax remaining after providing for the payment of debt service on
Senior Bonds and Parity Obligations, as required by the Resolution. Owners of the First Subordinate
Bonds and obligees of First Subordinate Obligations are not entitled to declare a default under the
Resolution until all amounts due and payable on the Senior Bonds and Parity Obligations have been paid
in full. See “Subordination Provisions of the First Subordinate Bonds” and “Funds and Accounts Under
the Resolution” under SECURITY FOR THE BONDS. The Resolution permits the issuance of
additional bonds subordinate to the First Subordinate Bonds (the “Additional Subordinate Bonds” and,
together with the First Subordinate Bonds, the “Subordinate Bonds”) and the incurrence of obligations
subordinate to the First Subordinate Obligations (the “Additional Subordinate Obligations” and, together
with the First Subordinate Obligations, the “Subordinate Obligations”).

Source of Payment and Security for the Bonds

The Senior Bonds, the Subordinate Bonds, and all other additional bonds issued
(collectively, the “Bonds”) and the Parity Obligations, the Subordinate Obligations, and all other
obligations incurred (collectively, the “Obligations”) under the Resolution will be payable solely
from, and secured (on a senior or subordinate basis, as applicable) by a security interest granted
under the Resolution in the Pledged Property, consisting primarily of the Pledged Sales Tax.

The Senior Series 2011 Bonds and other obligations of the Corporation do not constitute a
debt or obligation of the Commonwealth nor its instrumentalities (other than the Corporation), and
neither the Commonwealth nor its public instrumentalities (other than the Corporation) is
responsible for the payment of the Senior Series 2011 Bonds or such other obligations, for which
the full faith, credit and taxing power of the Commonwealth is not pledged.

Brief descriptions of the Corporation, the security for the Series 2011C Bonds, the terms of the
Series 2011C Bonds, and the provisions of the Resolution are included in this Official Statement. All
references to the Resolution and other documents and agreements are qualified in their entirety by
reference to such documents and agreements, copies of which are available for inspection at the offices of
the Corporation or the Trustee.



PLEDGED SALES TAX

Commonwealth Sales Tax Revenues

General. Act No. 117 amended the Puerto Rico Internal Revenue Code of 1994, as amended, to
provide, among other things, for a general sale and use tax of 5.5% imposed by the Commonwealth on the
sale of a wide range of goods and delivery of various services. Act 117 also authorized each municipal
government to impose a municipal sale and use tax of 1.5% (the “Municipal Sales Tax”). In general, the
Municipal Sales Tax has the same tax base, exemptions (except for non-prepared foods) and limitations as
those provided for the Commonwealth Sales Tax.

Act 117 also repealed the 5% general excise tax imposed on imported goods and the 3.6% general
excise tax imposed on goods manufactured in Puerto Rico. Other items, such as fuel, crude oil and
petroleum products, and vehicles, however, remain subject to the excise tax previously applicable to such
items, and are not subject to the Commonwealth Sales Tax or the Municipal Sales Tax.

Articles Subject to Tax. The Commonwealth Sales Tax is imposed on the sale, use, consumption
and storage of taxable items, which include tangible personal property, taxable services, admission rights
and certain other types of transactions covering separable and identifiable taxable items which are sold for
a single price, subject to certain exceptions and limitations. The Secretary of the Treasury has the
authority to establish by regulation the conditions for exemption from the tax. The Commonwealth Sales
Tax applies to a broad range of items, including, among others, the following items: (a) clothing and
accessories, (b) land and mobile phone service, cable TV and internet access, (c) furniture and appliances,
(d) electronics, (e) any tangible good not otherwise exempted, (f)alcoholic beverages and tobacco
products, (g) prepared foods (including fast foods and other restaurants), (h) personal services, such as
laundry, barber and beauty shops, general maintenance services, among others, (i) all non-prescription
medicines and nutritional supplements, and (j) cement (used in construction and retail sales).

Exempted Articles. The Commonwealth Sales Tax does not apply to, among other things:
(i) motor vehicles, (ii) non-prepared food, (iii) healthcare services and prescription medicines, (iv) certain
bakery goods, (v) crude oil and its derivatives, including gasoline, (vi) hotel room charges, (vii) financial
services, (viii) services provided by the Commonwealth, including electricity and water, (ix) boats and
heavy equipment, and (x) local sales of goods to be used as raw materials for manufactured goods,
whether or not bound for export. Act No. 208 of the Legislative Assembly, approved on October 20,
2011 (“Act No. 208”), added an exemption from Commonwealth Sales Tax and Municipal Sales Tax to
the following: (i) the Science, Technology and Research Trust of Puerto Rico, a quasi-public entity
created to promote economic development through investment in fields related to science, technology and
research; and (ii) machinery, equipment, parts and accessories used by (a) experimental laboratories
dedicated to any activity related to technological research and development and (b) renewable energy
research and development projects performed within the Puerto Rico Science, Technology and Research
District during their 15 year exemption period; provided, that machinery does not include the following:
(1) all construction materials and prefabricated buildings, (2) all electric material and water pipes
contained within a building, (3) lubricants, grease, wax and paints not related to the manufacturing
process, (4) lighting posts and bulbs installed in parking areas, and (5) water treatment facilities and
electric sub-stations. The Treasury Department currently does not support any proposal to exempt any
additional goods or services from the application of the Commonwealth Sales Tax.

Exemption During Emergency Periods. Act No. 163 of the Legislative Assembly, approved on
November 9, 2007, amended Act 117 to, among other things, exempt certain goods and services from the
application of the Commonwealth Sales Tax during a state of emergency declared by the Governor. On
September 22, 2008, the Governor signed Executive Order 2008-44 declaring a state of emergency in



Puerto Rico as a result of severe flooding in the southern portion of Puerto Rico. The Treasury
Department believes that the reduction in Commonwealth Sales Tax revenues for the months of October
and November 2008 was due, in part, to this four and a half day tax holiday. The Treasury Department
currently does not support the declaration of sales tax holidays that could reduce Commonwealth Sales
Tax revenues. Instead, the Treasury Department believes that extraordinary events, such as natural
disasters, can be better addressed by providing direct government assistance to those affected either
through direct transfers or through the provisions of additional services in the affected communities.

Back to School Sales Tax Holiday. Act No. 111 of the Legislative Assembly of Puerto Rico,
approved on July 15, 2008, created the Back to School Tax Free Holiday, during which certain items are
exempt from the Commonwealth Sales Tax. During each calendar year, the tax holiday takes place
during a three-day period in July designated by the Secretary of the Treasury prior to June 1 of such
calendar year. If the Secretary of the Treasury does not designate such three-day period, then the tax
holiday takes place from July 15 to July 17 of such calendar year. This tax holiday occurred for the first
time during Fiscal Year 2009-2010. The Treasury Department believes that the decline of $7.6 million in
Commonwealth Sales Tax collections for August 2009 as compared to collections for August 2008 was
primarily due to this sales tax holiday (the effect of the tax holiday is reflected in the collections received
by the Treasury Department during the month of August, which is the month in which July sales are
reported by the merchants and retailers). On May 18, 2011, the Treasury Department designated July 15
to July 17 as the three-day period during which this tax holiday took place during Fiscal Year 2011-2012.

Commonwealth Tax Reform. As part of the government’s efforts to promote economic growth
and job creation while preserving the path towards achieving fiscal stability, in Fiscal Year 2010-2011 the
Commonwealth enacted legislation that implemented a comprehensive reform of the Commonwealth’s
tax system. The tax reform consists of two phases focused on providing tax relief to individuals and
corporations, promoting economic development and job creation, simplifying the tax system and reducing
tax evasion through enhanced tax compliance measures. The first phase, enacted as Act No. 171 of
November 15, 2010 (“Act No. 171”), provided for the following changes with respect to the
Commonwealth Sales Tax: (i) reduced the electronic filing and payment requirement threshold to include
merchants with a volume of sales equal to or greater than $200,000 instead of $500,000; (ii) authorized
the Secretary of the Treasury to change the electronic filing and payment requirement threshold by means
of administrative action; (iii) created a new penalty for failure to file a Commonwealth Sales Tax return
or failure to file electronically, if required, equal to the higher of (a) 10% of the amount of
Commonwealth Sales Tax required to be deposited with the Treasury Department and (b) $100;
(iv) created a new penalty equal to $20,000 for failure to install, obstruct or not use the electronic point of
sale system required by the Treasury Department (described below); and (v) exempted IVU Loto (as
defined below) prizes (currently equal to one prize of $5,000, one prize of $1,000 and eight prizes of $500
per bi-weekly drawings) from the payment of income, excise and sales and use taxes.

The second phase, enacted as Act No. 1 of January 31, 2011 (“Act No. 17), also known as the
Internal Revenue Code for a New Puerto Rico, repealed the Puerto Rico Internal Revenue Code of 1994.
Act No. 1 included the changes implemented by Act No. 171 to the Commonwealth Sales Tax system and
generally maintained the Commonwealth Sales Tax and Municipal Sales Tax statutory framework. Act
No. 1 made the following changes applicable to the Commonwealth Sales Tax: (i) exempted boats and
heavy equipment from the Commonwealth Sales Tax and imposed an excise tax on these items in order to
facilitate enforcement by the Treasury Department and promote compliance among taxpayers;
(i1) required promoters of events to endorse admission tickets and post a bond to secure payment of the
Commonwealth Sales Tax; (iii) authorized Treasury Department agents to make purchases at retailers and
merchants in order to assess compliance with the Commonwealth Sales Tax and impose administrative
fines to the extent such retailer or merchant fails to deposit the Commonwealth Sales Tax with the
Treasury Department; (iv) granted the Secretary of the Treasury the same powers to enforce the



Commonwealth Sales Tax that it currently enjoys in enforcing excise taxes; and (v) reestablished the
resellers credit to the original 6%, which was previously limited to 5.9%. The Treasury Department
expects that the exemption for boats and heavy equipment will represent an aggregate loss of
approximately $3.3 million in annual collections of Commonwealth Sales Tax.

Commonwealth Sales Tax Collections and Projections

The Commonwealth Sales Tax went into effect on November 15, 2006. Since the inception of the
sales tax and up until April 2010, the Treasury Department had been reporting its sales tax collection data
on a modified cash basis. This meant that the collection figures for any particular month represented the
sales taxes corresponding to sales made by merchants and retailers and Commonwealth Sales Tax
collected by such merchants and retailers during that month, but reported and remitted to the Treasury
Department during the following month. See “Procedures for the Collection and Deposit of the Pledged
Sales Tax in the Dedicated Sales Tax Fund’ below for a description of the reporting and collections
procedures utilized by the Treasury Department. As an example, the sales tax reported by the Treasury
Department for November 2006 related to sales made and taxes collected by merchants and retailers
during November 2006 and remitted to the Treasury Department during December 2006. On May 4,
2010, the Treasury Department announced that it would change its reporting method and would begin to
record and report its sales tax collection in the month in which the Treasury Department received that
sales tax from the merchants and retailers. This change was effective for Fiscal Year 2009-2010. This
change did not affect in any way the amount of the Pledged Sales Tax, the method of collecting such sales
tax, the amount of taxes required to be deposited nor the process of depositing the Pledged Sales Tax in
the Dedicated Sales Tax Fund.

Except as otherwise noted, the sales tax information discussed below is based on historical
Commonwealth Sales Tax collections per month utilizing for all Fiscal Years the new reporting method
adopted by the Treasury Department in May 2010.

Total Commonwealth Sales Tax collections from December 2006 through October 2011 were
approximately $5.44 billion, an average of $93 million per month.

The following table shows historical collections since inception of the Commonwealth Sales Tax
until Fiscal Year 2010-2011 under the current reporting method, which was implemented beginning in
Fiscal Year 2009-2010. Under the current reporting method, the figures for the initial estimate of
collections are only available beginning in Fiscal Year 2009-2010.



Commonwealth Sales Tax — Collection History by Fiscal Year
(Dollars in Millions)

Actual Initial Monthly Pledged Sales Tax
Fiscal Year  Collections Estimate®" Average Base Amount
2007 $ 617.9 N/A $95.1 N/A
2008 1,142 N/A 95.1 $185.0
2009 1,090 N/A 90.9 192.4
2010 1,094 $1,153 91.1 550.3
20119 1,123 1,216 93.6 5723

These figures represent the initial estimate of Commonwealth Sales Tax collections made for
budgeting purposes prior to the beginning of the fiscal year.

The decline in sales tax collections compared to the prior fiscal year is primarily attributed to the
temporary sales tax holiday resulting from the Governor’s declaration of an emergency in response to
severe flooding in the southern portion of Puerto Rico and the general economic slowdown.

The difference between estimated and actual collections is primarily attributed to the previously
mentioned back-to-school sales tax holiday and prevailing economic conditions.

The difference between estimated and actual collections is primarily attributed to the delay in the
implementation of the point of sale system.

Fiscal Year 2011-2012. Commonwealth Sales Tax collections for the four month period ended
October 31, 2011, totaled $368.9 million, or an average of $92.2 million per month. Such collections
year-to-date are $6.5 million below the Treasury Department’s estimate of $375.4 million, or 1.7%, but
$12.2 million, or 3.4%, above collections for the same period in Fiscal Year 2010-2011. The Treasury
Department believes that the difference between their original estimate and actual collections is due to the
delay in the implementation of the point of sale system. Commonwealth Sales Tax revenue projections
for Fiscal Year 2011-2012 are $1.366 billion. This projection represents an increase of 22% compared to
estimated collections for Fiscal Year 2010-2011. This projected increase is based principally on the
expected effect of the implementation of the point-of-sale electronic system discussed below under
“Commonwealth Sales Tax Enforcement Initiatives” and an increase in personal income of 3.1%
currently projected by the Planning Board. Whether sales tax collections meet this projection is uncertain
and depends upon general economic conditions and taxable sales activity for Fiscal Year 2011-2012, as
well as upon compliance levels, the successful implementation of the new point-of-sale electronic system
throughout the Commonwealth, and the results of other enforcement efforts, among other factors.

Revenues from the Commonwealth Sales Tax are dependent on economic conditions in the
Commonwealth. A continued downturn in the economy may negatively impact Commonwealth Sales
Tax collections. See “Economic Conditions Could Affect Commonwealth Sales Tax Revenues” under
RISK FACTORS.

The following tables and graph show historical Commonwealth Sales Tax collections per month
utilizing for all fiscal years the new reporting method adopted by the Treasury Department in May 2010.
Under the new reporting method, which was effective beginning in Fiscal Year 2009-2010, sales tax
collections are recorded in the month in which the sales tax is received by the Treasury Department from
the merchant and retailer. Previous reports prepared by the Treasury Department prior to May 2010
recorded the sales tax collections in the month in which such taxes were collected by the merchant and
retailer. To permit comparisons of Fiscal Year 2009-2010 with prior fiscal years, in the table and graph
below sales tax figures for all months prior to July 2009 have been moved forward one month from the
month in which they had been previously reported by the Treasury Department (for example, the figures
previously reported in November 2006 appear below reported in December 2006):



Dollars (000s)

Sales and Use Tax — Collection History by Month
(Dollars in Thousands)

Fiscal Year

2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012
July - $ 95,460 $ 97,526 $ 94,382 $ 95,910 $ 96,652
August - 96,100 95,592 88,000 90,418 92,332
September - 90,181 91,353 84,100 86,698 89,279
October - 86,163 77,788 83,775 83,698 90,621
November - 93,751 86,191 85,120 88,602 N/A
December $ 50,200 96,170 91,996 95,075 97,277 N/A
January 110,000 121,251 119,836 118,476 123,358 N/A
February 95,000 89,798 85,763 88,942 90,818 N/A
March 86,200 86,486 84,608 82,538 88,439 N/A
April 96,400 89,355 88,065 93,415 93,664 N/A
May 85,700 93,487 88,788 85,469 88,469 N/A
June 94,400 103,331 82,854 94,296 95,518 N/A
Total $617,900 $1,141,533 $1,090,360 $1,093,588 $1,122,869 $368,884
Monthly Average $ 95,062 $ 95,128 $ 90,863 $ 91,132 $ 93,572 $ 92,221

M Reflects collections for sales made between November 15 and November 30. The sales tax became effective on November 15, 2006.

Source: Treasury Department

130,000 A
115,000 -
100,000 A
85,000 A
December 2006 total )
70,000 ~ reflects collections Y Y Y
beginning November 15, Tax collections impacted Tax collections in August Tax collections in August Tax collections in August
55000 - yvhenthe sales tax was first by sales tax holiday from impacted by back to impacted by back to impacted by back to
’ imposed September 23 to 27, school sales tax holiday school salestax holiday  school sales tax holiday
2008 in July 2009 inJuly 2010 inJuly 2011
40,000 +———— .
O o~ [ [ o~ ~ ~ 0 [ee) o] 0 o0 0 [N N (=N N [} [N o (=} o S (=] =] — — — — —
LRI PR YIFT ASSTYYTOYOTOTEOT
O © = = & 3 9 © = oo & oy 9Q o = g & ¥ 9O o = o & 3 9 o = oo oo
8L & 22882 &2 2382 &2 23888 %2 2382¢& %32 238

— Monthly Sales Tax Collections
Source: Treasury Department



Collections by Source

The chart below illustrates the composition of Commonwealth Sales Tax collections attributable
to sales made during Fiscal Year 2010-2011 (actual receipts by the Treasury Department from July 2010
thru June 2011). Of the $1.123 billion in collections, approximately 52% were from retail trade activity
(including general merchandise, clothing and accessories, supermarkets and convenience stores,
landscaping and construction materials, health and personal services, auto parts and other retail), 13%
from prepared foods, bars and full service restaurants, 12% from information and telecommunications,
9% from wholesale trade, and 3% from manufacturing, among other categories.

Commonwealth Sales Tax Collections
by Source for Fiscal Year 2010-2011

FY 2010-2011
$1.123 billion
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Economic Indicators

According to the Corporation, gross national product (“GNP”) and personal consumption
expenditures are the economic indicators that correlate most closely with the level of sales of goods and

services in the Commonwealth and, consequently, Commonwealth Sales Tax collections.

The

accompanying table provides the annual growth rates within each decade since 1947 for GNP and
personal consumption expenditures, together with the annual growth rates experienced over those time
periods within the three major components of personal consumption (services, non-durable goods and
durable goods).

Compounded Annual Growth Rates for
Gross National Product and Personal Consumption Expenditures

(Based upon Current Dollar Data)

Personal Consumption Expenditures

by Category
Gross Personal
National Consumption Non-Durable Durable
Periods Product Expenditures Services Goods Goods
1947-49 5.49% 3.24% 6.41% 1.42% 8.36%
1950-59 7.21% 6.54% 7.02% 5.73% 10.20%
1960-69 9.53% 9.17% 10.19% 7.87% 11.90%
1970-79 7.91% 9.94% 10.53% 9.51% 10.06%
1980-89 6.07% 5.78% 7.15% 4.87% 5.37%
1990-99 5.88% 5.54% 6.68% 4.21% 6.31%
2000-09 4.23% 4.37% 5.33% 4.20% 0.71%
2009-10 0.49% 1.56% 1.25% 1.87% 1.94%
| 1947-2010 7.52% 7.44% 8.63% 6.57% 7.87% |
Source: Planning Board
Historical Components of Personal Consumption Expenditures and GNP
(Measured in Current Dollars)
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The graphs below show that since 1947, current personal consumption expenditures have never
recorded an annual decline. Also, since 1947 constant personal consumption expenditures (excluding the
impact of inflation) experienced negative growth during seven periods. Although recessionary conditions
have persisted in Puerto Rico during the last three years, current personal consumption expenditures have
grown by an annual average of 3.2% during this period.

Personal Consumption Expenditures and GNP
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Personal consumption expenditures in Puerto Rico have been bolstered by federal transfer
payments to individuals, which have increased from $9.2 billion in Fiscal Year 2004-2005 to $16.0
billion in Fiscal Year 2009-2010, inclusive of one-time U.S. 2008 stimulus law transfers. Over the past
fourteen years these transfers have not been negatively affected by economic downturns. The amount of
federal transfers to individuals is equal to about 28% of personal consumption expenditures in Fiscal Year
2009-2010 and support consumer spending and the overall economy. These federal transfers consist
principally of social security, nutritional assistance programs, veterans’ benefits and U.S. Civil Service
pensions. See “The Economy — Personal Income” in Appendix A — Commonwealth Economic
Information for a breakdown of Puerto Rico personal income statistics by source.

Dedicated Sales Tax Fund

Dedicated Sales Tax Fund. Act 91 created the Dedicated Sales Tax Fund and requires that the
Pledged Sales Tax be deposited into the Dedicated Sales Tax Fund. Under the provisions of Act 91, the
Dedicated Sales Tax Fund and all present and future collections of the Pledged Sales Tax are transferred
to, and made the property of, the Corporation in consideration for the Corporation’s commitment to use
the proceeds of the sale of its bonds and its other resources for Authorized Uses. The Dedicated Sales
Tax Fund is administered by Government Development Bank.

Pledged Sales Tax. The Pledged Sales Tax consists of the first collections of the Commonwealth
Sales Tax in each Fiscal Year up to the greater of (i) the Pledged Sales Tax Base Amount, and (ii) the
2.75% formula.

Pledged Sales Tax Base Amount

The Pledged Sales Tax Base Amount for Fiscal Year 2011-2012 is $595,165,542. The Pledged
Sales Tax Base Amount will increase each Fiscal Year thereafter at a statutory rate of 4% up to
$1,850,000,000. Act 91 defines the Pledged Sales Tax Base Amount as the sum of the “Original Base
Amount” and the “Additional Base Amount.” The Original Base Amount for Fiscal Year 2011-2012 is
$216,423,834 and increases each Fiscal Year thereafter at a statutory rate of 4% up to $1,850,000,000.

The “Additional Base Amount” for Fiscal Year 2011-2012 is $378,741,709. The Additional Base
Amount will increase each Fiscal Year thereafter at a statutory rate of 4%, until the Fiscal Year (2041) in
which the sum of the Original Base Amount and the Additional Base Amount equals $1,850,000,000
(“Maximum Year”). Pursuant to Act 91, the Additional Base Amount for each Fiscal Year after the

Maximum Year will be reduced by that amount necessary so that the sum of the Original Base Amount
and the Additional Base Amount equals $1,850,000,000.

After Fiscal Year 2041, the Pledged Sales Tax Base Amount remains fixed at $1,850,000,000.
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The following table shows the legally required increase of the Pledged Sales Tax Base Amount
until Fiscal Year 2058, the last maturity date of the outstanding Bonds:

Annual Pledged Sales Tax Base Amount

Fiscal Year Additional Pledged Sales Tax Base
ended June 30 Original Base Amount Base Amount Amount
2010 $ 200,096,000 $ 350,168,000 $ 550,264,000
2011 208,099,840 364,174,720 572,274,560
2012 216,423,834 378,741,709 595,165,542
2013 225,080,787 393,891,377 618,972,164
2014 234,084,018 409,647,032 643,731,051
2015 243,447,379 426,032,914 669,480,293
2016 253,185,274 443,074,230 696,259,504
2017 263,312,685 460,797,199 724,109,885
2018 273,845,193 479,229,087 753,074,280
2019 284,799,000 498,398,251 783,197,251
2020 296,190,960 518,334,181 814,525,141
2021 308,038,599 539,067,548 847,106,147
2022 320,360,143 560,630,250 880,990,393
2023 333,174,549 583,055,460 916,230,008
2024 346,501,530 606,377,678 952,879,209
2025 360,361,592 630,632,785 990,994,377
2026 374,776,055 655,858,097 1,030,634,152
2027 389,767,098 682,092,421 1,071,859,518
2028 405,357,781 709,376,118 1,114,733,899
2029 421,572,093 737,751,162 1,159,323,255
2030 438,434,976 767,261,209 1,205,696,185
2031 455,972,375 797,951,657 1,253,924,033
2032 474,211,271 829,869,723 1,304,080,994
2033 493,179,721 863,064,512 1,356,244,234
2034 512,906,910 897,587,093 1,410,494,003
2035 533,423,187 933,490,577 1,466,913,763
2036 554,760,114 970,830,200 1,525,590,314
2037 576,950,519 1,009,663,408 1,586,613,926
2038 600,028,539 1,050,049,944 1,650,078,483
2039 624,029,681 1,092,051,942 1,716,081,623
2040 648,990,868 1,135,734,019 1,784,724,887
2041 674,950,503 1,175,049,497 1,850,000,000
2042 701,948,523 1,148,051,477 1,850,000,000
2043 730,026,464 1,119,973,536 1,850,000,000
2044 759,227,522 1,090,772,478 1,850,000,000
2045 789,596,623 1,060,403,377 1,850,000,000
2046 821,180,488 1,028,819,512 1,850,000,000
2047 854,027,708 995,972,292 1,850,000,000
2048 888,188,816 961,811,184 1,850,000,000
2049 923,716,369 926,283,631 1,850,000,000
2050 960,665,024 889,334,976 1,850,000,000
2051 999,091,625 850,908,375 1,850,000,000
2052 1,039,055,289 810,944,711 1,850,000,000
2053 1,080,617,501 769,382,499 1,850,000,000
2054 1,123,842,201 726,157,799 1,850,000,000
2055 1,168,795,889 681,204,111 1,850,000,000
2056 1,215,547,725 634,452,275 1,850,000,000
2057 1,264,169,634 585,830,366 1,850,000,000
2058 1,314,736,419 535,263,581 1,850,000,000
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Regardless of the level of Commonwealth Sales Tax collections, Act 91 requires that in each
Fiscal Year all collections of the Commonwealth Sales Tax be deposited in the Dedicated Sales Tax Fund
until an amount equal to the Pledged Sales Tax Base Amount is reached before any collections of
Commonwealth Sales Tax are deposited in the Commonwealth General Fund.

After an amount equal to the Pledged Sales Tax Base Amount has been deposited in the
Dedicated Sales Tax Fund and transferred to the Revenue Account established under the Resolution, all
Commonwealth Sales Tax collections are required to be allocated between the Corporation and the
Treasury Department so as to give effect to the 50/50 split between the Corporation and the Treasury
Department that is contemplated by Act 91 (2.75% of the total 5.5% Commonwealth Sales Tax to each),
by (i) transferring Commonwealth Sales Tax collections to the Treasury Department until it has received
an amount equal to the Pledged Sales Tax Base Amount, and (ii) thereafter, transferring 50% of all
collections to the Revenue Account established under the Resolution and 50% to the Treasury
Department.

Act 91 also provides that, if the amounts deposited to the credit of the Dedicated Sales Tax Fund
are insufficient to pay principal of or interest on Bonds or other debt obligations of the Corporation or to
make any other payment related to obligations incurred with respect to Bonds or other debt obligations,
including interest rate swap agreements, such insufficiency shall be paid to the Corporation, for deposit in
the Dedicated Sales Tax Fund as additional Pledged Sales Tax, from the first receipts of the
Commonwealth Sales Tax collected in subsequent Fiscal Years which are in excess of the Pledged Sales
Tax amount applicable to such Fiscal Year.

Procedures for the Collection and Deposit of the Pledged Sales Tax in the Dedicated Sales Tax
Fund

Pursuant to that certain banking services agreement by and among the Treasury Department,
Government Development Bank, the Corporation and Banco Popular de Puerto Rico, a commercial
banking institution in the Commonwealth (“Banco Popular”) (the “Banking Services Agreement”), Banco
Popular is responsible for the processing of the Commonwealth Sales Tax and certain Municipal Sales
Tax returns and the collection of moneys and deposit thereof into the various accounts of the Government
Development Bank, the Corporation and the Treasury Department, among other things.

In order to comply with the Dedicated Sales Tax Fund deposit requirements of Act 91, the
Banking Services Agreement provides as follows:

e Each month, on or prior to the 10" day, the merchant or retailer files the return and pays
the Municipal Sales Tax and the Commonwealth Sales Tax collected by the merchant
during the prior month to First Data Corp., a provider of electronic commerce and
payment solutions for businesses and consumers (“First Data”), Banco Popular or any
other collector of the Commonwealth Sales Tax designated by the Secretary of the
Treasury (the “Authorized Collectors”).

e First Data, Banco Popular and the Authorized Collectors are required to transfer any
Commonwealth Sales Tax and Municipal Sales Tax payments received from merchants
or retailers on a daily basis directly to a joint Government Development Bank and
Corporation account at Banco Popular (the “Sales Tax Account™).

e Once the moneys are deposited in the Sales Tax Account, Banco Popular then transfers

on a daily basis (with a 2 day delay) to the Dedicated Sales Tax Fund (an account at
Banco Popular’s Trust Department in the name of the Corporation) all Commonwealth
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Sales Tax collections. In each Fiscal Year, Banco Popular first transfers on a daily basis
all moneys on deposit in the Dedicated Sales Tax Fund to the Trustee until the Pledged
Sales Tax Base Amount has been deposited in the Revenue Account. All subsequent
Commonwealth Sales Tax collections are transferred to the Treasury Department until
such time as it has received an amount equal to the Pledged Sales Tax Base Amount.
Thereafter, Banco Popular is required to transfer 50% of each dollar of Commonwealth
Sales Tax collected to the Trustee for deposit in the Revenue Account and the other 50%
to the Treasury Department account at Government Development Bank. See “Funds and
Accounts Under the Resolution” under SECURITY FOR THE BONDS.

The accompanying diagram illustrates the collection and deposit process described above. For a
description of the flow of funds under the Resolution after deposit in the Revenue Account, see “Funds
and Accounts Under the Resolution” under SECURITY FOR THE BONDS.

Point of Sale

By the 10" day of the month following taxable sale

| First Data, Banco Popular or Authorized Collector |

Daily l

| Sales Tax Account at Banco Popular () |

Within 2 days

| Dedicated Sales Tax Fund at Banco Popular @ |

Daily

Trustee-Held Revenue Account

First, revenues collected in fiscal year, up to

the Pledged Sales Tax Base Amount General Fund

Second, revenues collected in fiscal year, up to
the Pledged Sales Tax Base Amount

Third, remaining revenues, if any, split 50%/50% between Trustee and General Fund

(1) Includes 1.5% Municipal Sales Tax.
(2)  Excludes 1.5% Municipal Sales Tax.

Collections by Merchants and Retailers. Merchants and retailers are required to collect the
Commonwealth Sales Tax from the consumer; otherwise, the consumer is required to pay the tax. Any
person who transacts business in Puerto Rico as a merchant or retailer must request and receive a
Merchants’ Registration Certificate issued by the Secretary of the Treasury which appoints the merchant
or retailer as a Commonwealth Sales Tax collection agent. Failure to request a Merchants’ Registration
Certificate subjects the merchant or retailer to fines. The Secretary of the Treasury may require that the
merchant or retailer post a cash deposit, bond or other item of value as a condition to obtaining or
retaining a Merchants’ Registration Certificate. The Commonwealth Sales Tax is required to be remitted
no later than the 10™ day of the calendar month following the month in which the taxable transaction
occurred, unless otherwise provided in regulations adopted by the Secretary of the Treasury.

Tax Return Filings by Merchants and Retailers. Each merchant and retailer is required to file a

monthly return detailing all taxable transactions for the prior month no later than the 10" day of each
month. As of August 2011, all merchants and retailers with a volume of sales equal to or greater than
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$200,000 are required to file their return electronically. The Treasury Department reports that, as of
October 31, 2011, 92% of the collections from the Commonwealth Sales Tax are received electronically,
an increase from 64.5% in December 2006. As of August 2011, 241,625 merchants and retailers were
required to file a monthly return, out of which 81,749 merchants and retailers are currently filing their
monthly returns. This difference may be attributed in part to merchants and retailers that have (a) failed
to (i) file a monthly return because no sales taxes were withheld during the respective month or
(i1) terminate their Merchants’ Registration Certificate upon ceasing operations in Puerto Rico, or
(b) been required to file monthly returns in the past but are no longer required to do so because their sales
have fallen below the reporting threshold.

Collections by Large Merchants and Retailers. Large merchants and retailers collect the majority
of the Commonwealth Sales Tax. Approximately 33.4% of the Commonwealth Sales Tax is collected by
20 merchants or retailers that represent a diverse range of businesses. Commonwealth Sales Tax
collections among the top 20 merchants grew 12% from Fiscal Year 2007-2008 to Fiscal Year 2010-2011.
Among the top 20, which include nationally recognized and local companies, there are approximately
four mobile phone companies, ten discount retailers and three fast food companies.

Commonwealth Sales Tax Enforcement Initiatives

The Treasury Department has undertaken various initiatives directed towards increasing
Commonwealth Sales Tax collections through the implementation of enforcement and compliance
programs. The Secretary of the Treasury has indicated that the sales tax is the prime enforcement priority
due to the potential for improvement in collections and the resulting tax revenue increase. According to a
study published in March 2009 by the College of Certified Public Accountants Foundation, it was
estimated that at that time the Treasury Department was only collecting approximately 52% of the
potential Commonwealth Sales Tax revenues. As further discussed below, the Treasury Department
estimates that in Fiscal Year 2011-2012 it will collect an additional $200 million in annually recurring
Commonwealth Sales Tax revenue through the implementation of its enforcement programs.

As part of these revenue raising initiatives, the Treasury Department has undertaken various
enforcement programs, such as the implementation of a voluntary disclosure program that provides
taxpayers that meet certain criteria the opportunity to pay taxes and interests owed on unreported income
and, in certain circumstances, avoid the payment of surcharges and penalties. Under this program, which
began on July 1, 2009, the Treasury Department has reviewed 568 cases and collected approximately
$64.2 million. In May 2010, the Treasury Department also began to deliver letters to taxpayers identified
by the tax intelligence program to encourage the use of the voluntary disclosure program. As of October
15, 2010, the Treasury Department had sent approximately 7,900 letters and had received responses from
2,000 taxpayers. Moreover, the Treasury Department sent 1,000 additional letters in March 2011 and
2,200 additional letters in April 2011 as a second notice to taxpayers that did not respond to the first letter
of May 2010.

The Treasury Department has also implemented programs geared towards the use of technology
to detect noncompliance. For example, the Treasury Department completed in November 2010 the
integration of its general computer systems with the sales tax database in order to better detect non-
compliance. The Treasury Department has also implemented a program whereby its officers use hand
held scanning devices to cross-check merchant licenses. Recently, the Treasury Department discontinued
the use of the hand held scanning devices and will provide tablet computers to its agents, beginning in
December 2011, that will allow them to review a broader range of compliance criteria, such as merchant
licenses, Commonwealth Sales Tax sales and point of sale system compliance.
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On September 28, 2010, the Treasury Department signed an agreement for the implementation of
a new point of sale system that is intended to strengthen its sales tax enforcement efforts. The system is
designed to: (i) transmit daily to the Treasury Department information on all sales tax transactions;
(ii) reconcile transmitted transactional information with information reported by merchants; (iii) provide
wireless transmission devices for use by street vendors; and (iv) capture a greater percentage of cash sales
through the implementation of a special lottery using sales receipts as lottery tickets (the “IVU Loto”).
The Treasury Department began a two phase implementation of this new point of sale system in
December 1, 2010, through a pilot program in which 200 merchants in the Municipality of Ponce were
selected to participate. The second phase, which includes the initial implementation of the point of sale
system throughout the island, started in March 2011. Implementation of the new system is expected to be
completed by the end of Fiscal Year 2011-2012 and is expected to increase sales tax collections by $200
million during the first year. As of November 7, 2011, the point of sale devices captured approximately
187.4 million transactions which resulted in sales of $4.4 billion and Commonwealth Sales Tax
collections of $155.6 million. The Treasury Department adopted regulations on December 14, 2010
requiring that all qualifying merchants register for participation in the point of sale system program on or
prior to April 30, 2011. As of October 27, 2011, 191,037 locations had registered in the program and
59,884 of such locations will be required to acquire and use the new point of sale system.

The Treasury Department has begun to detect inconsistencies between the information captured
by the point of sale system and that reported by merchants and retailers. The principal inconsistencies
are: (1) merchants and retailers that report sales through the point of sale system but do not file monthly
returns, (ii) sales reported through the point of sale system are higher than those reported in the monthly
returns, (iii) cash credits claimed through the point of sale system are equal to the sales reported, and
(iv) merchants and retailers are not reporting cash sales. In order to address these possible instances of
non-compliance, the Treasury Department has created a task force consisting of fiscal auditors and agents
from the Sales and Use Tax Bureau and the Tax Evasion Bureau. The fiscal auditors are responsible for
investigating inconsistencies reported by the point of sale system, determine tax deficiencies and issue
preliminary deficiency notices. The agents of the Sales and Use Tax Bureau provide assistance to the
fiscal auditors in connection with any additional information requirements and visit merchants and
retailers to investigate the status of their permits and point of sale systems. Finally, the agents from the
Tax Evasion Bureau are responsible for investigating any tax crimes discovered by the fiscal auditors
and/or agents from the Sales and Use Tax Bureau. As a result of this initiative, as of October 5, 2011, the
Treasury Department had identified approximately 33,481 unfiled monthly returns and sent notices to
approximately 5,125 merchants and retailers. As of October 31, 2011, approximately 1,181 merchants
and retailers had responded to the notices and approximately 2,577 unfiled monthly returns were filed
resulting in taxable sales reported of approximately $24.7 million and sales and use tax collections of $1.4
million. Merchants and retailers that filed monthly returns reporting no sales will receive a deficiency
notice and all other merchants and retailers that have not responded will be referred to a fiscal auditor or
the Tax Evasion Bureau.

In addition, the Treasury Department established “IVU Alerta” in order to enhance
Commonwealth Sales Tax compliance. The “IVU Alerta” is an internet and telephone hotline through
which customers and merchants can report violations related to the Commonwealth Sales Tax. This
initiative started in November 29, 2010 and, as of November 4, 2011, has received 5,610 complaints,
which 4,229 have been investigated resulting in fines of approximately $5.5 million.

The Treasury Department is also focused on strengthening its enforcement workforce. It has
increased staffing levels in its Enforcement and Compliance Bureaus by approximately 349 employees
(including the 125 tax collection agents assigned to the call center mentioned below), which has enabled
it to increase the number of unannounced field audits of businesses and merchants to ensure greater
compliance with Commonwealth Sales Tax requirements. It has equipped a call center staffed by 125 tax
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collection agents responsible for contacting merchants by telephone or electronically and following up on
collection efforts. The call center began operations on February 24, 2010 and, as of November 3, 2011,
has produced approximately $57.5 million in collections. The Treasury Department is also providing
additional training and updated equipment to its auditors in order to conduct more effective audits. From
July 2009 through August 2011, 3,179 cases pertaining to the Commonwealth Sales Tax were referred to
the Audit Bureau, including 411 cases with a high probability of Commonwealth Sales Tax non-
compliance identified through the tax intelligence program. As of August 2011, the Audit Bureau has
completed 1,260 audits, which include 101 completed audits of cases identified through the tax
intelligence program, and assessed approximately $34.5 million in deficiencies.

In February 2009, the Treasury Department resumed unannounced visits to businesses and
merchants. As of October 2011, the Treasury Department had visited 99,924 businesses and merchants
and imposed approximately $23.2 million in fines for non-compliance with Commonwealth Sales Tax
requirements. In addition, the Treasury Department is also making unannounced visits to ensure proper
installation of the point of sale system, verify that businesses and merchants are complying with IVU
Loto requirements and provide assistance to businesses and merchants in connection with the
implementation of the IVU Loto.

The Treasury Department has also sponsored legislation to limit or close certain gaps that existed
in Act 117, as amended. In this regard, one of the amendments incorporated in Act 7, require a merchant
or retailer to file his or her Commonwealth Sales Tax monthly return on or prior to the tenth day of the
following month, rather than the twentieth day (as originally required in Act 117). Such amendment also
provides that the Commonwealth Sales Tax exemption applicable to resellers applies only to merchants
and retailers (i) with gross sales greater than or equal to $500,000 or (ii) that do not meet the $500,000
sales threshold but meet certain other requirements imposed by the Treasury Department. A merchant or
retailer that meets neither the $500,000 threshold nor the other requirements imposed by the Treasury
Department would still be entitled to a credit on sales tax paid that must be claimed in each monthly
filing. This measure is intended to enable responsible taxpayers to take advantage of the exemption while
preventing non-compliant merchants and retailers from abusing the exemption.

In January 2010, the Treasury Department commenced implementing certain additional sales tax
enforcement measures. The Treasury Department began to enforce a provision of Act 117 that allows the
Secretary to revoke a certificate of exemption held by a merchant or retailer that fails to pay sales taxes
collected in full by the 10" day of the month following the occurrence of the taxable event. The Treasury
Department has identified potential violations of this provision of Act 117 by more than 1,000 merchants
and retailers, which could face revocation of their exemption certificates for a twelve month period. The
Treasury Department will also begin to seize the assets of businesses that are delinquent on their sales tax
payments.

One additional initiative consists of establishing tax liens pursuant to the procedures of Act No.
12 of January 20, 2010 (““Act 12”), which enables the creation of tax liens through an expedited process.
As of October 2011, the Treasury Department has established 16,000 liens in favor of the Commonwealth
over approximately $742.5 million in assets.

The Treasury Department is in the process of entering into agreements with various
municipalities in order to conduct simultaneous field visits and joint audits in order to increase the
effectiveness of sales tax enforcement efforts. The Treasury Department believes that joining efforts with
the municipalities, which must enforce the Municipal Sales Tax, will result in higher collections. The
Treasury Department has entered into this type of agreement with the municipalities of San Juan, Caguas,
Las Piedras and Barceloneta and is currently working with other municipalities that have expressed
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interest in entering into similar agreements. As of October 2011, these efforts have resulted in 993 visits
to merchants and the imposition of $621,500 in fines.

There can be no assurance that the Treasury Department’s enforcement initiatives will be
successful in materially increasing the rate of compliance with the Commonwealth Sales Tax laws or the
amount of the Commonwealth Sales Tax collected.

THE SERIES 2011C BONDS
General

The Series 2011C Bonds will be dated their date of delivery and will be issued in the aggregate
initial principal amount of $1,006,474,702. The Series 2011C Bonds will be issued as current interest
bonds (the “Current Interest Bonds™) and capital appreciation bonds (the “Capital Appreciation Bonds”).
The Current Interest Bonds and the Capital Appreciation Bonds will be issued in the principal amounts,
bearing interest at the rates, or compounding at the yields (in the case of the Capital Appreciation Bonds),
paying interest on the dates, and maturing (subject to the rights of redemption described below) on the
dates, all as shown on the inside cover page of this Official Statement.

The Series 2011C Bonds are issuable as fully registered bonds without coupons in denominations
of $5,000 and integral multiples thereof (or maturity amount in the case of the Capital Appreciation
Bonds). Interest on the Series 2011C Bonds will be computed on the basis of a 360-day year of twelve
30-day months. The Series 2011C Bonds will be registered under The Depository Trust Company’s
Book-Entry Only system described below and in Appendix D. Certificated Series 2011C Bonds will not
be available for distribution to investors. Transfers of ownership, and payment on the Series 2011C
Bonds will be effected by The Depository Trust Company (“DTC”) and its Participants pursuant to rules
and procedures established by DTC and its Participants. See “Book-Entry Only System” below.

Upon satisfaction of certain conditions contained in the Resolution, the Corporation may issue
additional bonds on a parity with the Outstanding Senior Bonds, or subordinate to the Outstanding Senior
Bonds and on a parity with the Outstanding Subordinate Bonds. See “Additional Bonds, Refunding Bonds
and Other Obligations” under SECURITY FOR THE BONDS.

For purposes of this Official Statement, references to “principal” shall mean, in the case of the
Capital Appreciation Bonds, the Compounded Amount thereof.

Current Interest Bonds. Interest on the Current Interest Bonds will accrue from their date of
delivery and will be payable semi-annually to maturity (or earlier redemption) on each February 1 and
August 1, commencing on February 1, 2012.

Capital Appreciation Bonds. Interest on the Capital Appreciation Bonds will compound from
their date of delivery. Interest on the Capital Appreciation Bonds will not be paid on a current basis, but
will be added to the principal in the form of Compounded Amount on each February 1 and August 1,
commencing on February 1, 2012 (each a “Compounding Date”), and will be treated as if accruing in
equal daily amounts between Compounding Dates, until payable at maturity or upon redemption. See
Appendix E — Table of Compounded Amounts for Capital Appreciation Bonds.

Redemption

Optional Redemption of Current Interest Bonds. The Current Interest Bonds are subject to
redemption at the option of the Corporation from any source, including, without limitation, the proceeds
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of refunding bonds or other financing provided by the Corporation, in whole or in part, at any time on or
after August 1, 2021, at a redemption price equal to 100% of the principal amount of the Current Interest
Bonds to be redeemed, plus accrued interest to the date fixed for redemption.

Make-whole Optional Redemption of the Capital Appreciation Bonds. The Capital Appreciation
Bonds are subject to redemption prior to maturity, in whole or in part, at the option of the Corporation
from any source, including without limitation the proceeds of refunding bonds or other financing
provided by the Corporation, at any time on or after August 1, 2016, at a redemption price equal to the
greater of: (i) 100% of the Compounded Amount, and (ii) the sum of the present values of the remaining
scheduled payments of debt service on the Bonds to be redeemed, discounted on a semiannual basis,
assuming a 360-day year consisting of twelve 30-day months, at the Applicable Tax-Exempt Municipal
Bond Rate plus 0.30%.

The “Applicable Tax-Exempt Municipal Bond Rate” for any Capital Appreciation Bond to be
redeemed will be the Comparable AAA General Obligations yield curve rate for the remaining weighted
average maturity date of such Bond as published by Municipal Market Data. If no such yield curve rate is
established for the applicable year, the Comparable AAA General Obligations yield curve rate for the two
published maturities most closely corresponding to the applicable year will be determined, and the
Applicable Tax-Exempt Municipal Bond Rate will be interpolated or extrapolated from those yield curve
rates on a straight-line basis. This rate is made available daily by Municipal Market Data and is available
to its subscribers through its internet address: www.tm3.com.

In calculating the Applicable Tax-Exempt Municipal Bond Rate, should Municipal Market Data
no longer publish the Comparable AAA General Obligations yield curve rate, the Applicable Tax-Exempt
Municipal Bond Rate will equal the Consensus Scale yield curve rate for the applicable year. The
Consensus Scale yield curve rate is made available daily by Municipal Market Advisors and is available
to its subscribers through its internet address: www.theconsensus.com.

The Applicable Tax-Exempt Municipal Bond Rate shall be calculated on the fifth business day
preceding the redemption date.

Mandatory Sinking Fund Redemption. The Current Interest Term Bonds maturing on August 1,
2040 bearing interest at 5%, 2040 bearing interest at 5.25%, and 2046 shall be redeemed in part, by lot
within a maturity, through application of Sinking Fund Installments as provided in the Resolution, in each
case at a Redemption Price equal to the principal amount of the respective Bond or portion thereof to be
redeemed, together with interest accrued to the date fixed for redemption. Subject to the provisions of the
Resolution permitting amounts to be credited toward part or all of any Sinking Fund Installment, with
respect to the Bonds due on each of the dates specified below, there shall be due, and the Corporation
shall in any and all events be required to pay, on each Sinking Fund Installment date set forth in the
following tables the amount set opposite such date, and said amount shall constitute a Sinking Fund
Installment for the retirement of the respective Bonds:

Sinking Fund Installments for Term Bonds Maturing

Mandatory

Redemption Date August 1, 2040 at 5% August 1, 2040 at 5.25% August 1, 2046
08/01/2039 $15,690,000 $70,420,000
08/01/2040 244,290,000%* 254,580,000%*
08/01/2042 $22,775,000
08/01/2043 25,095,000
08/01/2044 27,580,000
08/01/2045 30,240,000
08/01/2046 33,085,000%*

* Final Maturity
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Notice of Redemption. In the event any Series 2011C Bonds are called for redemption, the
Corporation will give the Trustee notice at least thirty (30) days prior to the date fixed for redemption (or
such shorter period which is acceptable to the Trustee), and the Trustee shall give notice, in the name of
the Corporation, at least sixteen (16) days prior to the date fixed for redemption to DTC, or if the Book-
Entry Only System is discontinued for the Series 2011C Bonds as described above, to the registered
owners of the Series 2011C Bonds or portions thereof to be redeemed (with copies to the Trustee);
provided, however, that failure to give such notice to DTC or to any registered owner, or any defect
therein, shall not affect the validity of any proceedings for the redemption of any of the Series 2011C
Bonds or portions thereof for which proper notice was given. If a notice of redemption is unconditional,
or if the conditions of a conditional Notice shall have been satisfied, then upon presentation and surrender
of the Series 2011C Bonds or portions thereof so called for redemption at the place or places of payment,
such Series 2011C Bonds or such portion will be redeemed.

The notice of redemption will (a) specify the (i) Series 2011C Bonds or portions thereof to be
redeemed, (ii) redemption date, (iii) redemption price, (iv) place or places where amounts due upon such
redemption will be payable (which will be the principal office of the Trustee), and if less than all of the
Series 2011C Bonds are to be redeemed, the CUSIP identification numbers, the numbers of the Series
2011C Bonds, and the portions of the Series 2011C Bonds to be redeemed, (b) state any condition
permitted in, or not expressly prohibited by, the Resolution to such redemption, and (c) state that on the
redemption date, and upon the satisfaction of any such condition, the Series 2011C Bonds or portions
thereof to be redeemed will cease to bear interest (in the case of the Capital Appreciation Bonds, the
Compounded Amount thereof will cease to increase).

Any notice of optional redemption of Series 2011C Bonds may be made conditional upon receipt
by the Trustee on or prior to the date fixed for redemption of moneys sufficient to pay the principal of (or
Compounded Amount, in the case of the Capital Appreciation Bonds) and interest on such Bonds or such
portions to be redeemed, or upon the satisfaction of any other condition or the occurrence of any other
event, which notice of redemption will specify any such conditions or events. Any conditional notice so
given may be rescinded at any time before payment of the principal of (or Compounded Amount, in the
case of the Capital Appreciation Bonds) and interest on the Series 2011C Bonds called for redemption or
such portions thereof if any condition so specified is not satisfied or if any such other event does not
occur. Notice of such rescission will be given by the Corporation to the Trustee at least two (2) Business
Days prior to the scheduled date of redemption, and the Trustee will give notice of such rescission to
affected Owners of the Series 2011C Bonds at least one (1) Business Day prior to the scheduled date of
redemption, in the same manner as the conditional notice of redemption was given.

If notice of redemption is given and if sufficient funds are on deposit with the Trustee to provide
for the payment of the principal of (or Compounded Amount, in the case of the Capital Appreciation
Bonds) and premium, if any, and interest on the Series 2011C Bonds (or portions thereof) to be redeemed,
then the Series 2011C Bonds (or portions thereof) so called for redemption will, on the redemption date,
cease to bear interest (in the case of the Capital Appreciation Bonds, the Compounded Amount thereof
will cease to increase), and will no longer be deemed outstanding under or be entitled to any benefit or
security under the Resolution.

Book-Entry Only System
Appendix D to this Official Statement contains information concerning DTC and DTC’s book-
entry only system. The information contained in Appendix D to this Official Statement has been obtained

from sources that the Corporation believes to be reliable, but the Corporation takes no responsibility for
the accuracy thereof.
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The Corporation cannot and does not give any assurances that DTC, DTC Direct or Indirect
Participants will distribute to the Beneficial Owners of the Series 2011C Bonds: (i) payments of principal
and interest payments (including redemption payments) with respect to the Series 2011C Bonds;
(i1) confirmation of ownership interest in the Series 2011C Bonds; or (iii) notices sent to DTC or Cede &
Co., its nominee, as the registered owner of the Series 2011C Bonds, or that they will do so on a timely
basis, or that DTC or the DTC Participants will serve and act in the manner described in this Official
Statement.

None of the Corporation nor the Trustee or any agent of the Corporation or the Trustee will have
any responsibility or obligations to DTC, the DTC Participants, or the Beneficial Owners with respect to:
(1) the accuracy of any records maintained by DTC or any DTC Participants; (ii) the payment by DTC or
any DTC Participants of any amount due to any Beneficial Owner in respect of principal and interest
payments (including redemption payments) on the Series 2011C Bonds; (iii) the delivery by DTC or any
DTC Participants of any notice to any Beneficial Owner that is required or permitted to be given to
owners under the terms of the Series 2011C Bonds; or (iv) any consent given or other action taken by
DTC as registered owner of the Series 2011C Bonds. See Appendix D - Book-Entry Only System.

SECURITY FOR THE SERIES 2011C BONDS
General

Pursuant to the Resolution, the Series 2011C Bonds are limited obligations of the Corporation
payable solely from, and secured by a grant of a security interest in, the Pledged Property. The Series
2011C Bonds are on a parity in payment priority to the Senior Bonds and Parity Obligations, and senior in
payment priority to the Subordinate Bonds and Subordinate Obligations. The Resolution prohibits the
issuance of any bonds or notes with a payment priority that is senior to the Senior Bonds and Parity
Obligations. The Resolution permits the issuance of bonds or notes with a payment priority that is
subordinate to the Series 2011C Bonds.

Commonwealth Non-Impairment Covenant

Pursuant to Act 91, the Commonwealth agrees and commits with any person, firm or corporation
or with any agency of the United States or of any other state or the Commonwealth or any country which
acquires the Series 2011C Bonds or provides credit enhancement, sources of payment or liquidity for such
Series 2011C Bonds, that it will not limit or restrain the rights and powers conferred by Act 91 or the
rights of the Corporation to comply with its agreements with holders of its Bonds until said Series 2011C
Bonds, together with the interest thereon, are completely retired and that no amendment to Act 91 shall
impair any obligation or commitment of the Corporation.

The Commonwealth has also agreed and committed with any person, firm or corporation or with
any agency of the United States or of any other state or the Commonwealth or any country which acquires
the Series 2011C Bonds or provides credit enhancement, sources of payment or liquidity for such Series
2011C Bonds, that it will not limit or restrict the rights or powers of the appropriate officers of the
Commonwealth to impose, maintain, charge or collect the taxes and other receipts constituting amounts to
be deposited in the Dedicated Sales Tax Fund in accordance with the provisions of Act 91; provided,
that the Commonwealth is not precluded from exercising its power, through a change in law, to (i) limit or
restrict the character or amount of such taxes and other receipts or (ii) substitute like or comparable
security in the form of taxes, fees, charges or other receipts for deposit in the Dedicated Sales Tax Fund
if, for the ensuing fiscal years, the projected revenues certified by the Secretary of the Treasury of such
taxes, other receipts or collateral meet or exceed the debt service and other charges and any coverage
requirement set forth in the related authorizing bond documents of the Corporation.
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The Corporation has covenanted in the Resolution that any such substitution of any security in the
form of taxes, fees, charges and other receipts for the Pledged Sales Tax shall not qualify as the delivery
of “like or comparable security” unless the Trustee shall have been provided with (i) written confirmation
of all outstanding ratings of the Bonds from the applicable rating agencies, taking such substitution into
account, and (ii) written opinions of the Secretary of Justice, nationally recognized Bond Counsel, and
Puerto Rico counsel expert in public finance matters, each concluding that the Puerto Rico Supreme
Court, if properly presented with the issue, would conclude that the substituted assets and revenues have
been validly imposed by law; have been validly transferred to the Corporation and do not constitute
“available resources” of the Commonwealth for purposes of Section 2 and Section 8 of Article VI of the
Constitution of Puerto Rico nor shall they be available for use by the Secretary of the Treasury of the
Commonwealth.

Property Pledged for the Payment of the Series 2011C Bonds

Pledged Property consists of (i) all Revenues (as discussed below), and all right, title and interest
of the Corporation in and to the Revenues and all rights to receive the same, (ii) the Funds, Accounts
(other than the Costs of Issuance Account and the Rebate Account) and Subaccounts (other than
Subaccounts in the Cost of Issuance Account or Rebate Account) held by the Trustee, and moneys and
securities and, in the case of any Debt Service Reserve Account, Reserve Account Cash Equivalents, from
time to time held by the Trustee under the terms of the Resolution, subject to the application thereof as
provided in the Resolution, (iii) any and all other rights and property of every kind and nature from time
to time pledged by the Corporation to the Trustee under the Resolution as and for additional security for
the Bonds and Parity Obligations, and (iv) any and all cash and non-cash proceeds, products, offspring,
rents, and profits from any of the Pledged Property described in clauses (i) through (iii) above, including,
without limitation, those from the sale, exchange, transfer, collection, loss, damage, disposition,
substitution or replacement of any of the foregoing. The Senior Series 2011 Bonds do not have any Debt
Service Reserve requirement. None of the Outstanding Senior Bonds or Outstanding Subordinate Bonds
have any Debt Service Reserve requirement.

Revenues consist of (i) all Pledged Sales Tax collections received by the Corporation or the
Trustee, (ii) with respect to any particular Bond, the proceeds of any draw on or payment under any
Credit Facility which is intended for the payment of such Bond, but only for purpose of such payment and
not for other purposes of the Resolution, (iii) any amounts received by the Corporation pursuant to a
Qualified Hedge, if any, after giving effect to any netting of amounts payable by the parties thereunder,
(iv) income and interest earned and gains realized in excess of losses suffered by any Fund, Account
(other than the Rebate Account) or Subaccount (other than any Subaccount in the Rebate Account) held
by the Trustee, and (v) any other revenues, fees, charges, surcharges, rents, proceeds or other income and
receipts received by or on behalf of the Corporation or by the Trustee, lawfully available for the purposes
of the Resolution and deposited by or on behalf of the Corporation or by the Trustee in any Fund,
Account (other than the Costs of Issuance Account and the Rebate Account) or Subaccount (other than
Subaccounts in the Cost of Issuance Account or Rebate Account) held by the Trustee.

The Corporation covenants that it will not issue any bonds, notes or other evidences of
indebtedness secured by a pledge of or lien upon the Pledged Property, and shall not otherwise create any
lien or charge on the Pledged Property, other than as permitted by the Resolution.

Outstanding Bonds and Parity Obligations
Prior to the issuance of the Senior Series 2011 Bonds, the Corporation had outstanding $14.126

billion aggregate initial principal amount of its Sales Tax Revenue Bonds issued under the General
Resolution plus $691.7 million accreted on existing capital appreciation bonds and convertible capital
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appreciation bonds as of November 1, 2011. The Corporation’s outstanding bonds consist of senior and
first subordinate bonds.

After the issuance of the Senior Series 2011 Bonds, the Corporation will have outstanding $6.273
billion aggregate initial principal amount of its Senior Bonds, consisting of the following: (i) the Series
2007A Bonds, issued pursuant to the First Supplemental Sales Tax Revenue Bond Resolution adopted by
the Board of Directors of the Corporation on July 13, 2007, (ii) the Series 2007B Bonds, issued pursuant
to the Second Supplemental Sales Tax Revenue Bond Resolution adopted by the Board of Directors of
the Corporation on July 17, 2007, (iii) the Series 2007C Bonds, issued pursuant to the Third Supplemental
Sales Tax Revenue Bond Resolution adopted by the Board of Directors of the Corporation on December
18, 2007, (iv) the Series 2008 A Bonds, issued pursuant to the Fourth Supplemental Sales Tax Revenue
Bond Resolution adopted by the Board of Directors of the Corporation on June 18, 2008, (v) the Series
2009C Bonds, issued pursuant to the Seventh Supplemental Sales Tax Revenue Bond Resolution adopted
by the Board of Directors of the Corporation on June 10, 2009, (vi) the Series 2011C Bonds, issued
pursuant to the Twentieth Supplemental Sales Tax Resolution, and (vii) the Series 2011D Bonds, issued
pursuant to the Twenty-first Supplemental Sales Tax Resolution.

The Corporation currently also has Outstanding Parity Obligations in an aggregate notional
amount of $136 million.

All Senior Bonds and Parity Obligations are secured equally and ratably under the Resolution and
are payable from the Pledged Sales Tax. Additional Senior Bonds may be issued, and Additional Parity
Obligations may be incurred, under the Resolution subject to the applicable additional bonds test
described herein and solely to finance the payment, retirement or defeasance of the 2006 Appropriation
Debt or refund or refinance for savings Outstanding Senior Bonds or Outstanding Parity Obligations.

The Corporation’s Outstanding First Subordinate Bonds represent $8.951 billion in aggregate
initial principal amount, consisting of the following: (i) the Series 2009A Bonds, issued pursuant to the
Seventh Supplemental Sales Tax Revenue Bond Resolution adopted by the Board of Directors of the
Corporation on June 10, 2009, (ii) the Series 2009B Bonds, issued pursuant to the Eighth Supplemental
Sales Tax Revenue Bond Resolution adopted by the Board of Directors of the Corporation on June 17,
2009, (iii) the Series 2010A Bonds, issued pursuant to the Twelfth Supplemental Sales Tax Revenue
Bond Resolution adopted by the Board of Directors of the Corporation on January 28, 2010, (iv) the
Series 2010C Bonds, issued pursuant to the Fourteenth Supplemental Sales Tax Revenue Bond
Resolution adopted by the Board of Directors of the Corporation on June 24, 2010, (v) the Series 2010D
Bonds, issued pursuant to the Fifteenth Supplemental Resolution adopted by the Board of Directors of
the Corporation on June 24, 2010, (vi) the Series 2010E Bonds, issued pursuant to the Sixteenth
Supplemental Resolution adopted by the Board of Directors of the Corporation on June 24, 2010, (vii) the
Series 2011A Bonds, issued pursuant to the Eighteenth Supplemental Resolution adopted by the Board of
Directors of the Corporation on November 16, 2011, and (viii) the Series 2011B Bonds, issued pursuant
to the Nineteenth Supplemental Resolution adopted by the Board of Directors of the Corporation on
November 16, 2011.

Subordination Provisions of the First Subordinate Bonds

The First Subordinate Bonds are secured equally and ratably under the Resolution on a basis
subordinate to the Senior Bonds and Parity Obligations and are payable from the Pledged Sales Tax. As a
result, the First Subordinate Bonds are payable from any and all amounts of the Pledged Sales Tax
remaining after providing for the payment of any and all amounts due to the Senior Bonds and any Parity
Obligations, as provided in the Resolution. Moreover, the First Subordinate Bonds are not entitled to
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declare a default under the Resolution until such time as any and all amounts due and payable on the
Senior Bonds and any Parity Obligations have been paid in full.

Additional Subordinate Bonds may be issued, and Additional Subordinate Obligations may be
incurred, under the Resolution subject to the applicable additional bonds test described herein and solely
to provide funds for the Authorized Uses or to refund or refinance for savings Senior Bonds, Parity
Obligations, Subordinate Bonds or Subordinate Obligations.

Funds and Accounts under the Resolution

The Resolution provides for the creation of the “Project Fund” and the following accounts and
subaccounts in such Fund: a Costs of Issuance Account, a Capitalized Interest Account, a Bond Proceeds
Account, a Revenue Account, a Debt Service Account (which shall contain a Principal Subaccount, an
Interest Subaccount and a Holding Subaccount, established for each Class of Bonds and separately for
Series of Tax-Exempt Bonds in such class and Taxable Bonds in such class), a Debt Service Reserve
Account (established for each Class of Bonds), a Redemption Account, and a Rebate Account (containing
a Subaccount for each Series of Bonds), each to be held by the Trustee. All such Accounts and
Subaccounts, other than the Costs of Issuance Account and the Rebate Account, are subject to the lien and
pledge created under the Resolution.

Under the Resolution, all Revenues received must be deposited into the Revenue Account except
for certain investment earnings and income which flow to the Rebate Account; provided, however, that
the proceeds of any draw on or payment under any Credit Facility which is intended for the payment of a
Bond may be applied directly to such payment or deposited directly to the Debt Service Account for such
purpose. All Build America Bond Tax Receipts in respect of interest paid on Senior Bonds and First
Subordinate Bonds shall be deposited to the credit of the related Debt Service Accounts. In addition,
there shall be deposited in the Revenue Account all other amounts required by the Resolution to be so
deposited. Amounts on deposit from time to time in the Revenue Account shall be withdrawn and
transferred as of the last Business Day of each calendar month as follows and in the following order or
priority:

(D) to the payment of regularly scheduled fees of the Trustee, and the payment of Operating
Expenses (not to exceed the Operating Cap);

2) to each Debt Service Account established for the Senior Bonds and Parity Obligations,
allocated on a pro-rata basis between the Principal Subaccount, the Interest Subaccount, and the Holding
Subaccount in each such Debt Service Account, all amounts until the amounts on deposit in all such Debt
Service Accounts (crediting thereto transfers to such Debt Service Account of Capitalized Interest
pursuant to the Resolution and any Build America Bond Tax Credit Receipts attributable to Senior Bonds
transferred to such Debt Service Account pursuant to the Resolution) shall equal the Accrued 12/15
Month Obligation (Senior) related to the Senior Bonds and Parity Obligations;

3) to any Debt Service Reserve Account established for the Senior Bonds, the amount
required to cause the amount on deposit therein to be at least equal to the Debt Service Reserve
Requirement for the Senior Bonds;

4) to each Debt Service Account established for First Subordinate Bonds and First
Subordinate Obligations, allocated on a pro-rata basis between the Principal Subaccount, the Interest
Subaccount, and the Holding Subaccount in each such Debt Service Account, all amounts until the
amounts on deposit in such Debt Service Accounts (crediting thereto transfers to such Debt Service
Account of Capitalized Interest pursuant to the Resolution and any Build America Bond Tax Credit
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Receipts attributable to First Subordinate Bonds transferred to such Debt Service Account pursuant to the
Resolution) shall equal the Accrued 12/15 Month Obligation (Subordinate) for all First Subordinate
Bonds and First Subordinate Obligations;

5) to each Debt Service Reserve Account established for the First Subordinate Bonds, the
amount required to cause the amount on deposit therein to be at least equal to the Debt Service Reserve
Requirement for the First Subordinate Bonds;

(6) to each Debt Service Account established for the Second Subordinate Bonds and Second
Subordinate Obligations, allocated on a pro rata basis among the Principal Subaccount, the Interest
Subaccount and the Holding Subaccount in each such Debt Service Account, all amounts until the
amounts on deposit in all such Debt Service Accounts (crediting thereto transfers to such Debt Service
Account of Capitalized Interest pursuant to the Resolution and any Build America Bond Tax Credit
Receipts attributable to Second Subordinate Bonds transferred to such Debt Service Account pursuant to
the Resolution) shall equal the Accrued 12/15-Month Obligation (Subordinate) related to all Second
Subordinate Bonds and Second Subordinate Obligations;

(7 to any Debt Service Reserve Account established for the Second Subordinate Bonds, the
amount required to cause the amount on deposit therein to be at least equal to the Debt Service Reserve
Requirement for the Second Subordinate Bonds;

) if an amount at least equal to the Accrued 12/15 Month Obligation (Senior) and Accrued
12/15 Month Obligation (Subordinate), and after crediting thereto Capitalized Interest available for
transfer, and/or transferred, to the Debt Service Accounts during such period, Build America Bond Tax
Credit Receipts scheduled to be paid, and/or paid, to the Trustee during such period, and any Accrued
Holding Amounts transferred to the related Holding Subaccounts in the Debt Service Accounts during the
relevant period, is on deposit in the Debt Service Accounts pursuant to clauses (2), (4) and (6) above, the
balance on deposit in the Revenue Account, if any, may be applied, upon written direction of the
Corporation to the Trustee in the following priority:

(a) to pay or provide for the payment of amounts payable under Credit Facilities,
Liquidity Facilities and Qualified Hedges not otherwise required to be funded pursuant to clauses
(2) and (4) above, until such amounts shall be fully paid or otherwise provided for from this or
any other source, and then

(b) at the direction of the Corporation (i) retained in the Revenue Account,
(ii) transferred to the Redemption Account, (iii) used for (I) the payment or reimbursement of
Financing Costs, and for the payment of Operating Expenses in excess of the Operating Cap,
(IT) the purchase of Bonds, (III) deposits to the Bond Proceeds Account or (IV) any combination
of the foregoing, or (iv) released to the Corporation, free and clear of the lien of the Resolution, to
be applied for any lawful purpose of the Corporation.

Under the Resolution, the following terms have the following meanings:

“Accrued 12-Month Obligation (Senior)” shall mean for Outstanding Senior Bonds and Parity
Obligations, as of any particular date, (i) the aggregate of the Principal Installments of such Bonds and
principal component of Parity Obligations, plus (ii) the aggregate of the interest on such Senior Bonds
and interest component of Parity Obligations, and, for Senior Bonds that are Adjustable Rate Bonds,
based on the Assumed Interest Rate, in the case of (i) and (ii) that are due during the next ensuing twelve-
month period, plus (iii) the Accrued Holding Amounts applicable to such Senior Bonds.
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“Accrued 12-Month Obligation (Subordinate)” shall mean for Outstanding Subordinate Bonds
and Subordinate Obligations of a particular Class, as the context requires, as of any particular date, (i) the
aggregate of the Principal Installments of such Bonds and principal component of Subordinate
Obligations, plus (ii) the aggregate of the interest on such Subordinate Bonds and interest component of
such Subordinate Obligations, and, for Subordinate Bonds that are Adjustable Rate Bonds, based on the
Assumed Interest Rate, in the case of (i) and (ii) that are due during the next ensuing twelve-month
period, plus (iii) the Accrued Holding Amounts related to such Subordinate Bonds.

“Accrued 12/15-Month Obligation (Senior)” shall mean for Outstanding Senior Bonds and Parity
Obligations, as of any particular date, (i) the aggregate of the Principal Installments of such Bonds and
principal component of Parity Obligations, plus (ii) the aggregate of the interest on such Senior Bonds
and interest component of Parity Obligations, and, for Senior Bonds that are Adjustable Rate Bonds,
based on the Assumed Interest Rate, in the case of (i) and (ii) that are due during the next ensuing twelve-
month period (provided, that for any Senior Bonds or Parity Obligations that have Principal Installments,
interest or other scheduled principal or interest components due on a basis more frequently than quarterly,
the calculation of Accrued 12/15-Month Obligation (Senior) for such Senior Bonds or Parity Obligations
shall be with respect to the amounts due during the next ensuing fifteen-month period), plus (iii) the
Accrued Holding Amounts applicable to such Senior Bonds.

“Accrued 12/15-Month Obligation (Subordinate)” shall mean for Outstanding Subordinate Bonds
and Subordinate Obligations of a particular Class, as the context requires, as of any particular date, (i) the
aggregate of the Principal Installments of such Bonds and principal component of Subordinate
Obligations, plus (ii) the aggregate of the interest on such Subordinate Bonds and interest component of
such Subordinate Obligations, and, for Subordinate Bonds that are Adjustable Rate Bonds, based on the
Assumed Interest Rate, in the case of (i) and (ii) that are due during the next ensuing twelve-month period
(provided, that for any Subordinate Bonds or Subordinate Obligations that have Principal Installments,
interest or other scheduled principal or interest components due on a basis more frequently than quarterly,
the calculation of Accrued 12/15-Month Obligation (Subordinate) for such Subordinate Bonds or
Subordinate Obligations shall be with respect to the amounts due during the next ensuing fifteen-month
period), plus (iii) the Accrued Holding Amounts related to such Subordinate Bonds.

“Accrued Holding Amounts” means, as of any date and for any Bonds, the cumulative amount set
forth in schedules contained in the related Series Resolution.

Purchases of Bonds from amounts in the Revenue Account shall be made upon the written
direction of an Authorized Officer of the Corporation, with or without advertisement and with or without
notice to other Bondowners. Such purchases shall be made at such price or prices as determined by such
written instructions. If Sinking Fund Installments have been established for the maturities of Bonds
purchased by the Corporation, then the Trustee, upon written instructions from an Authorized Officer of
the Corporation, shall credit the principal amount purchased against future Sinking Fund Installments in
direct chronological order, unless otherwise instructed in writing by an Authorized Officer of the
Corporation at the time of such purchase.

The following chart illustrates the flow of funds under the Resolution after the Commonwealth

Sales Tax is collected and transferred to the Trustee (see “Procedures for the Collection and Deposit of
the Pledged Sales Tax in the Dedicated Sales Tax Fund” under PLEDGED SALES TAX):
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Bond Trustee-Held Revenue Account

Senior Bonds and Parity Obligations

Senior Bond Debt Service Reserve*

First Subordinated Debt Service Reserve*

Second Subordinated Bonds and Obligations

—| Until Accrued 12/15-Month Obligation is Funded

Other Payments for Credit and Liquidity Facilities

and Qualified Hedges

As Directed by the Corporation, including
Release from Resolution Lien

*No Debt Service Reserve deposit requirement cumrently exists.

Additional Bonds, Refunding Bonds and Other Obligations

Act 91 provides that the Corporation shall not authorize a bond issue unless the Executive
Director or a designated officer of the Corporation certifies that the principal and interest of the
Corporation’s bonds to be issued, plus the principal and interest of all outstanding bonds of the
Corporation (other than those bonds to be paid with the proceeds of the new bonds or those payments of
principal and interest for which moneys sufficient for their payment have been segregated), payable every
Fiscal Year (beginning with the current Fiscal Year) is less than or equal to the Pledged Sales Tax Base
Amount assigned to the Corporation corresponding to each such Fiscal Year plus any Build America
Bonds Tax Credit Receipts the Corporation expects to receive during each such Fiscal Year.

The Resolution permits the issuance of Bonds (a) to provide funds for any of the Authorized
Uses, (b) to refund or otherwise prepay any Bonds issued under the Resolution, or (c) for any other
purpose set forth under Act 91, as amended from time to time.

The Resolution permits the issuance of additional Bonds as Senior Bonds (i.e., with payment
priorities on a parity with those of the Outstanding Senior Bonds and Parity Obligations) or as
Subordinate Bonds (i.e., with payment priorities subordinate to those of the Outstanding Senior Bonds
and Parity Obligations and on a parity with or subordinate to such Subordinate Bonds).
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The Resolution requires that no such Series of Bonds may be issued, and no Parity Obligations or
Subordinate Obligations in addition to Parity Obligations incurred on and prior to the date of issuance of
Bonds designated “Series 2008A” may be incurred, unless the Corporation shall have filed with the
Trustee a certificate of an Authorized Officer of the Corporation reflecting the following (in each case,
Accrued 12-Month Obligation (Senior), Accrued 12/15-Month Obligation (Senior), Accrued 12-Month
Obligation (Subordinate), and Accrued 12/15-Month Obligation (Subordinate) shall each have credited
thereto any capitalized interest available for transfer, and/or transferred, to the related Debt Service
Accounts during the relevant period, any Build America Bond Tax Credit Amounts paid to the Trustee for
deposit in the related Debt Service Accounts during the relevant period, and any Accrued Holding
Amounts transferred to the related Holding Subaccounts in the Debt Service Accounts during the relevant
period):

All Bonds, Parity Obligations and Subordinate Obligations

(a) the Pledged Sales Tax Base Amount applicable to the Fiscal Year in which such additional
Bonds are to be issued or Parity Obligations or Subordinate Obligations are to be incurred and in each
Fiscal Year thereafter during which Bonds and Parity Obligations or Subordinate Obligations, including
such additional Bonds or Parity Obligations or Subordinate Obligations, are to be Outstanding, taking into
account the minimum adjustment thereto to the extent provided in the Act, and (b) the Accrued 12-Month
Obligation (Senior) and Accrued 12-Month Obligation (Subordinate) for all Outstanding Bonds, Parity
Obligations and Subordinate Obligations, including such additional Bonds, Parity Obligations and
Subordinate Obligations, for each Related August 2 Computation Period, and showing that the amount in
clause (a) for each such Fiscal Year at least equals 102% of the amount in clause (b) hereof for each such
Related August 2 Computation Period;

Additional Requirements — Senior Bonds and Parity Obligations

A. (i) the Pledged Sales Tax Base Amount applicable to the Fiscal Year in which
such additional Senior Bonds are to be issued or Parity Obligations are to be incurred, (ii) the Accrued
12/15-Month Obligation (Senior) with respect to the Senior Bonds and Parity Obligations, including such
additional Senior Bonds, and Parity Obligations, and the Operating Cap applicable, for the 12-month
period constituting such Fiscal Year (attributing to such Fiscal Year any calculation thereof for any 15-
month period ending three months after the end of such Fiscal Year as required by the definition of
“Accrued 12/15-Month Obligation (Senior)”), (iii) the Pledged Sales Tax Base Amount for each
subsequent Fiscal Year taking into account the minimum adjustment thereto to the extent provided in the
Act, and (iv) the Accrued 12/15-Month Obligation (Senior) with respect to the Senior Bonds and Parity
Obligations, including such additional Senior Bonds and Parity Obligations, and the Operating Cap
applicable, in each subsequent Fiscal Year (attributing to such Fiscal Year any calculation thereof for any
15-month period ending three months after the end of such Fiscal Year as required by the definition of
“Accrued 12/15-Month Obligation (Senior)”), and showing first that the amount in clause (A)(i) hereof at
least equals the amount in clause (A)(ii) hereof, and second that the amount for each subsequent Fiscal
Year in clause (A)(iii) hereof at least equals the amount for such Fiscal Year in clause (A)(iv) hereof, and

B. (i) the total amount of Commonwealth Sales Tax assumed to be received in each
Fiscal Year during which Senior Bonds and Parity Obligations, including such additional Senior Bonds or
additional Parity Obligations, are to be Outstanding under the Resolution, based on the assumption that
the Commonwealth Sales Tax actually received in the Fiscal Year immediately preceding the date of
issuance of such additional Senior Bonds or incurrence of such additional Parity Obligations is to be
increased for each subsequent Fiscal Year by four percent (4%), and (ii) the total Accrued 12/15-Month
Obligation (Senior) with respect to all Outstanding Senior Bonds and all Parity Obligations, including
such additional Senior Bonds and additional Parity Obligations, in each such Fiscal Year (attributing to
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such Fiscal Year any calculation thereof for any 15-month period ending three months after the end of
such Fiscal Year as required by the definition of “Accrued 12/15-Month Obligation (Senior)”), and
showing, for each such Fiscal Year, that the amount in (B)(i) hereof is at least three (3) times the related
amount in (B)(ii) hereof, and

C. No Senior Bonds or Parity Obligations in addition to Bonds issued or incurred on
and prior to the date of issuance of the Bonds designated “Series 2008A” may be issued or incurred
except (i) as Refunding Bonds, provided that the Accrued 12/15-Month Obligation (Senior) for each
Related August 2 Computation Period shall not have thereby been increased following the issuance of
such Refunding Bonds, or (ii) for the purpose of the payment or retirement of extra-constitutional debt of
the Commonwealth outstanding as of June 30, 2006, provided, that for additional Senior Bonds to be
issued for purposes of this clause (ii), the debt service for any such additional Senior Bonds shall not be
scheduled to be paid more frequently than quarterly and the debt service for all Senior Bonds (including
such additional Senior Bonds) and principal and interest components of Parity Obligations for each Fiscal
Year during which such additional Senior Bonds are Outstanding shall not exceed the Pledged Sales Tax
Original Base Amount for each such Fiscal Year.

Additional Requirement — First Subordinate Bonds and First Subordinate Obligations

D. except with respect to First Subordinate Bonds issued as Refunding Bonds and
First Subordinate Obligations incurred in connection with such Refunding Bonds provided that the
Accrued 12-Month Obligation (Subordinate) related thereto for each Related August 2 Computation
Period shall not have thereby been increased following the issuance of such Refunding Bonds (as to such
Refunding Bonds and First Subordinate Obligations, the remaining requirements of this subsection (D)
shall be inapplicable), for each Fiscal Year during which First Subordinate Bonds and First Subordinate
Obligations, including such additional First Subordinate Bonds or additional First Subordinate
Obligations, are to be Outstanding under the Resolution, (i) the total amount of Commonwealth Sales Tax
assumed to be received based on the assumption that the Commonwealth Sales Tax actually received in
the Fiscal Year immediately preceding the date of issuance of such additional First Subordinate Bonds or
incurrence of such additional First Subordinate Obligations is to be increased for each subsequent Fiscal
Year by four percent (4%), (ii) the Accrued 12/15-Month Obligation (Senior) and Accrued 12/15-Month
Obligation (Subordinate) for the Outstanding Senior Bonds, Parity Obligations, First Subordinate Bonds
and First Subordinate Obligations and such additional First Subordinate Bonds or additional First
Subordinate Obligations for each Related August 2 Computation Period, and showing that the amount in
(D)(i) hereof for each such Fiscal Year is at least two (2.0) times the amount in (D)(ii) hereof for each
such Related August 2 Computation Period.

Additional Requirement — Second Subordinate Bonds and Second Subordinate
Obligations

E. except with respect to Second Subordinate Bonds issued as Refunding Bonds and
Second Subordinate Obligations incurred in connection with such Refunding Bonds provided that the
Accrued 12-Month Obligation (Subordinate) related thereto for each Related August 2 Computation
Period shall not have thereby been increased following the issuance of such Refunding Bonds (as to such
Refunding Bonds and Second Subordinate Obligations, the remaining requirements of this subsection (E)
shall be inapplicable), for each Fiscal Year during which Second Subordinate Bonds and Second
Subordinate Obligations, including such additional Second Subordinate Bonds or additional Second
Subordinate Obligations, are to be Outstanding under the Resolution, (i) the total amount of
Commonwealth Sales Tax assumed to be received, based on the assumption that the Commonwealth
Sales Tax actually received in the Fiscal Year immediately preceding the date of issuance of such
additional Second Subordinate Bonds or incurrence of such additional Second Subordinate Obligations is

31



to be increased for each subsequent Fiscal Year by four percent (4%), (ii) the Accrued 12/15-Month
Obligation (Senior) and the Accrued 12/15-Month Obligation (Subordinate) for all Outstanding Senior
Bonds, Parity Obligations, First Subordinate Bonds, First Subordinate Obligations, Second Subordinate
Bonds and Second Subordinate Obligations, and such additional Second Subordinate Bonds or additional
Second Subordinate Obligations for each Related August 2 Computation Period, and showing that the
relationship of the amount in (E)(i) hereof for each such Fiscal Year to the amount in clause (E)(ii) hereof
for each such Related August 2 Computation Period satisfies the coverage test contained in the
supplemental resolution setting forth the terms and conditions of the applicable Second Subordinate
Bonds or Second Subordinate Obligations.

Under the Resolution, “Related August 2 Computation Period” means with respect to calculations
to be made under the Resolution in connection with the issuance of Senior Bonds or First Subordinate
Bonds or incurrence of Parity Obligations or First Subordinate Obligations, the 12-month period (or, as
applicable, 15-month period) commencing on August 2 in such Fiscal Year of issuance or incurrence and,
as the context requires, commencing on August 2 in the related succeeding Fiscal Years.

The Corporation may issue Subordinate Bonds or incur Subordinate Obligations of Class Priority
which is lower than that of Second Subordinate Bonds and Second Subordinate Obligations at any time
subject to the requirements of the Resolution.

Owners of Subordinate Bonds and obligees under Subordinate Obligations may not declare an
Event of Default, or cause the Trustee to take any remedial actions in the event such Subordinate Bonds
or Subordinate Obligations are not timely paid amounts due, during any period that Senior Bonds or
Parity Obligations are outstanding under the Resolution.

Commonwealth’s Authority to Cover Deficiencies

If the Commonwealth Sales Tax collections deposited in the Dedicated Sales Tax Fund in a given
Fiscal Year are less than the applicable Pledged Sales Tax Base Amount for such Fiscal Year, Act 91
authorizes the Secretary of the Treasury to fund the shortfall from any available funds (including funds
derived from borrowings from Government Development Bank) and requires the Director of the Office of
Management and Budget of the Commonwealth to include in the Commonwealth’s recommended budget
for the current or the next Fiscal Year the appropriations necessary to cover the deficiency. Such
deficiencies may be funded from available resources of the Commonwealth and, therefore, may be subject
to the limitations provided under Section 8 of Article VI of the Constitution of Puerto Rico discussed
above. This Official Statement is not intended to provide information regarding the financial
condition or financial prospects of the Commonwealth or its General Fund.

RISK FACTORS

Prospective investors should carefully consider the risk factors set forth below regarding an
investment in the Series 2011C Bonds as well as other information contained in this Official Statement.
The following discussion of risk factors is not meant to be a complete list of risks associated with the
purchase of the Series 2011C Bonds and does not necessarily reflect the relative importance of various
factors. Potential purchasers of Series 2011C Bonds are advised to consider the following factors,
among others, and to review the other information in this Official Statement in evaluating an investment
in the Series 2011C Bonds. Any one or more of the factors discussed, and others, could lead to a
decrease in the market value and/or the liquidity of the Series 2011C Bonds. There can be no assurance
that other risk factors will not become material in the future.
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Economic Conditions Could Affect Commonwealth Sales Tax Revenues

The amount of future Commonwealth Sales Tax revenues depends upon various factors,
including economic conditions in the Commonwealth. Economic conditions in the Commonwealth have
reflected numerous cycles of growth and recession. The Commonwealth has been in a recession since the
fourth quarter of fiscal year 2006. For more information regarding the economic conditions of the
Commonwealth, see Appendix A — Commonwealth Economic Information. There can be no assurance
that historical data related to economic conditions in the Commonwealth are predictive of future trends.

Legislative Assembly Authority over the Commonwealth Sales Tax

Section 2 of Article VI of the Constitution of the Commonwealth (the “Puerto Rico
Constitution”) states that the power of the Commonwealth to impose and collect taxes and to authorize
their imposition and collection by municipalities shall be exercised as determined by the Legislative
Assembly and shall never be surrendered or suspended. In accordance with these provisions, the
Legislative Assembly may amend, modify or repeal Act 117, which imposes the Commonwealth Sales
Tax.

The Legislative Assembly has in the past enacted amendments to Act 117 to exempt specified
goods and services from the imposition of the Commonwealth Sales Tax and provide for tax holidays in
certain limited circumstances. There can be no assurance that future proposals will not result in
additional exemptions from the Commonwealth Sales Tax. See “Commonwealth Sales Tax Revenues”
and “Commonwealth Sales Tax Collections and Projections” under PLEDGED SALES TAX.

Article 5(c) of Act 91 states that the Commonwealth has agreed and committed with any person,
firm or corporation or with any agency of the United States or of any other state or the Commonwealth or
any country which acquires the Bonds or provides credit enhancement, sources of payment or liquidity for
such Bonds, that it will not limit or restrain the rights and powers conferred by Act 91 or the rights of the
Corporation to comply with its agreements with Bondowners until said Bonds, together with the interest
thereon, are completely retired. The Commonwealth has also agreed that it will not limit or restrict the
rights or powers of the appropriate officers of the Commonwealth to impose, maintain, charge or collect
the taxes and other receipts constituting amounts to be deposited in the Dedicated Sales Tax Fund in
accordance with the provisions of Act 91, provided thatthe Commonwealth is not precluded from
exercising its power, through a change in law, to (i) limit or restrict the character or amount of such taxes
and other receipts or (ii) substitute like or comparable security in the form of taxes, fees, charges or other
receipts for deposit in the Fund if, for the ensuing fiscal years, the projected revenues certified by the
Secretary of the Treasury of such taxes, other receipts or collateral meet or exceed the debt service and
other charges and any coverage requirements set forth in the related authorizing bond documents of the
Corporation. Article 5(c) of Act 91 also provides that no amendment to Act91 shall impair any
obligation or commitment of the Corporation. See “Commonwealth Non-Impairment Covenant” under
SECURITY FOR THE BONDS.

The Corporation has covenanted that any such substitution of any security in the form of taxes,
fees, charges and other receipts for the Pledged Sales Tax shall not qualify as the delivery of “like or
comparable security” unless the Trustee shall have been provided with (i) written confirmation of all
outstanding ratings of the Bonds from the applicable rating agencies, taking such substitution into
account, and (ii) written opinions of the Secretary of Justice, nationally recognized Bond Counsel, and
Puerto Rico counsel expert in public finance matters, each concluding that the Puerto Rico Supreme
Court, if properly presented with the issue, would conclude that the substituted assets and revenues have
been validly imposed by law, have been validly transferred to the Corporation and do not constitute
“available resources” of the Commonwealth for purposes of the last paragraph of Section 2 and Section 8
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of Article VI of the Puerto Rico Constitution nor shall they be available for use by the Secretary of the
Treasury.

Certain Constitutional Considerations Relating to Act 91

Section 8 of Article VI of the Puerto Rico Constitution provides that if, in any Fiscal Year, the
Commonwealth’s “available resources including surplus” are insufficient to meet appropriations made for
that Fiscal Year, interest on the public debt and amortization thereof (which for purposes of the Puerto
Rico Constitution includes general obligation bonds and notes of the Commonwealth and any payments
required to be made by the Commonwealth under its guarantees of bonds and notes issued by its public
instrumentalities) must be paid first and other disbursements shall thereafter be made in accordance with
priorities established by law. Section 2 of Article VI of the Puerto Rico Constitution provides, in its last
paragraph, that the Secretary of the Treasury may be required to apply the available resources including
surplus to the payment of interest on the public debt and the amortization thereof in any case provided for
by Section 8 of Article VI of the Puerto Rico Constitution at the suit of any holder of bonds or notes
issued in evidence thereof. These provisions of the Puerto Rico Constitution are sometimes referred to as
the “Constitutional Debt Priority Provisions.”

The Statement of Motives of Act No. 56 of July 5, 2007, which amended Act 91, states that it is
the intent of the Legislative Assembly that the moneys deposited in the Dedicated Sales Tax Fund not
constitute “available resources” of the Commonwealth for any purpose, including for the purposes set
forth in the Constitutional Debt Priority Provisions. In addition, Act 91 states that the Dedicated Sales
Tax Fund is to be transferred to, and shall be the property of, the Corporation and provides further that the
Pledged Sales Tax will (i) be deposited in the Dedicated Sales Tax Fund upon receipt and will not be
deposited into the Commonwealth’s General Fund, (ii) not constitute resources available to the
Commonwealth, and (iii) not be available for use by the Secretary of the Treasury.

On the date of issuance of the Senior Series 2011 Bonds, the Secretary of Justice of the
Commonwealth (who acts as attorney general for the Commonwealth) will issue an opinion (the “2011
Opinion”) opining that (i) Act 91 and each of the statutes amending Act 91 were validly enacted by the
Commonwealth and are in full force and effect, (ii) the Dedicated Sales Tax Fund, the funds on deposit
therein and the Pledged Sales Tax do not constitute “available resources” of the Commonwealth for
purposes of the Constitutional Debt Priority Provisions, and (iii) the Dedicated Sales Tax Fund, the funds
on deposit therein and the Pledged Sales Tax are not available for use by the Secretary of the Treasury. In
connection with the issuance of each series of Outstanding Senior Bonds and Outstanding Subordinate
Bonds, the then Secretary of Justice issued an opinion reaching the same conclusion (the “Secretary of
Justice Opinions™).

The Supreme Court of Puerto Rico has not addressed the constitutional issues covered in the 2011
Opinion and the Secretary of Justice Opinions and could reach a different conclusion. The Supreme
Court of Puerto Rico, however, has consistently ruled that there is a presumption of constitutionality that
attaches to every statute adopted by the Legislative Assembly and has further stated that opinions by the
Secretary of Justice, although not binding, are entitled to persuasive weight. The Supreme Court of
Puerto Rico has also stated that deference to the Legislative Assembly should be especially high in
matters involving the use of public funds and the regulation of the economy, and that in these types of
cases, the constitutionality of a statute will be upheld unless there is no rational relationship between the
legislation and a legitimate government interest.

In connection with the issuance of the Senior Series 2011 Bonds, Bond Counsel and

Underwriters” Counsel have each opined to the Corporation that if the appropriate issues are properly
presented for judicial decision, a court would hold that Act 91 validly transfers the Pledged Sales Tax,
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including the Commonwealth’s right to receive the Pledged Sales Tax, to the Corporation, that the
Pledged Sales Tax does not constitute “available resources including surplus” of the Commonwealth for
purposes of the Constitutional Debt Priority Provisions, and that Act 91 validly provides that the Pledged
Sales Tax is not available for use by the Secretary of the Treasury.

The opinions of Bond Counsel and Underwriters’ Counsel described above expressly note that a
court’s decision regarding the matters upon which they are opining would be based on such court’s own
analysis and interpretation of the factual evidence before it and applicable legal principles. Thus, if a
court reached a different result than that expressed in such opinions, such as that the exclusion of the
Pledged Sales Tax from the definition of available resources for purposes the Constitutional Debt Priority
Provisions is unconstitutional, it would not necessarily constitute reversible error. Consequently, the
opinions of Bond Counsel and Underwriters’ Counsel described above are not a prediction of what a
particular court (including any appellate court) that reached the issue on the merits would hold, but,
instead, are the opinions of Bond Counsel and Underwriters’ Counsel as to the proper result to be reached
by a court applying existing legal rules to the facts properly found after appropriate briefing and argument
and, in addition, are not a guarantee, warranty or representation, but rather reflect the informed
professional judgment of Bond Counsel and Underwriters’ Counsel as to specific questions of law.

To the extent that a court determines that the Pledged Sales Tax constitutes “available resources”
for purposes of the Constitutional Debt Priority Provisions, the Pledged Sales Tax may have to be applied
to the payment of principal and interest on the Commonwealth’s public debt before being used to pay
principal of and interest on the Bonds, including the Senior Series 2011 Bonds. Should such application
be required, the ratings on the Bonds may be adversely affected.

Limited Nature of Ratings; Reductions, Suspension or Withdrawal of a Rating

Any rating assigned to the Series 2011C Bonds by a rating agency will reflect such rating
agency’s assessment of the likelihood of the payment of interest when due and principal of the Series
2011C Bonds on their respective maturity or mandatory redemption dates. Any rating of the Series
2011C Bonds is not a recommendation to purchase, hold or sell such Series 2011C Bonds and such rating
will not address the marketability of such Series 2011C Bonds, their market price or suitability for a
particular investor. There is no assurance that any rating will remain for any given period of time or that
any rating will not be lowered, suspended or withdrawn entirely by a rating agency if, in such rating
agency’s judgment, circumstances so warrant based on factors prevailing at the time, including, but not
limited to, the evaluation by such rating agency of the financial outlook for the Corporation or the
Commonwealth’s economy. Any such reduction, suspension or withdrawal of a rating, if it were to occur,
could adversely affect the availability of a market or the market prices for the Series 2011C Bonds.
Finally, the Resolution does not include a covenant by the Corporation to maintain a specific rating with
respect to outstanding Bonds or Obligations.
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AGGREGATE DEBT SERVICE REQUIREMENTS

The following table sets forth the debt service schedule for the Outstanding Senior Bonds and Parity Obligations,
the Outstanding First Subordinate Bonds, the Series 2011D Bonds, and the Series 2011C Bonds, as of August 1 of each
year, including the principal of the Bonds to be redeemed by mandatory redemption:

Series 2011C Bonds
Payments on
Outstanding Senior Payments on
Bonds and Outstanding First Total Debt
Outstanding Parity Subordinate Service on Series Total Annual
August 1 Obligations™ Bonds"®® 2011D Bonds Principal Interest Debt Service Debt Service
2011 $ 177,212,926 $ 369,311,645 - - $ 546,524,570
2012 177,212,926 360,168,602 $ 2,401,144 - § 28,943,614 $ 28,943,614 568,726,286
2013 177,212,926 381,972,424 3,791,280 - 43,846,023 43,846,023 606,822,653
2014 177,212,926 403,546,020 3,791,280 - 45,700,444 45,700,444 630,250,669
2015 177,212,926 427,957,490 3,791,280 - 45,700,444 45,700,444 654,662,139
2016 177,212,926 454,528,740 3,791,280 - 45,700,444 45,700,444 681,233,389
2017 177,212,926 481,835,410 3,791,280 - 45,700,444 45,700,444 708,540,059
2018 177,212,926 510,230,885 3,791,280 - 45,700,444 45,700,444 736,935,534
2019 177,212,926 539,760,260 3,791,280 - 45,700,444 45,700,444 766,464,909
2020 177,212,926 568,435,679 3,791,280 $ 3,405,000 45,700,444 49,105,444 798,545,328
2021 177,212,926 552,714,335 3,791,280 51,205,000 45,564,244 96,769,244 830,487,784
2022 181,942,926 560,133,035 3,791,280 74,835,000 43,003,994 117,838,994 863,706,234
2023 184,113,226 620,004,260 48,791,280 6,080,000 39,262,244 45,342,244 898,251,009
2024 259,097,926 622,281,410 13,791,280 - 39,019,044 39,019,044 934,189,659
2025 304,651,226 617,025,160 10,856,170 - 39,019,044 39,019,044 971,551,599
2026 319,309,926 644,164,922 1,221,715 6,705,000 39,019,044 45,724,044 1,010,420,607
2027 333,337,426 670,093,240 1,221,715 7,430,000 38,750,844 46,180,844 1,050,833,224
2028 352,878,526 697,346,357 1,221,715 2,965,000 38,453,644 41,418,644 1,092,865,242
2029 369,740,487 726,668,335 1,221,715 615,000 38,335,044 38,950,044 1,136,580,580
2030 387,153,667 754,730,477 1,221,715 630,000 38,308,906 38,938,906 1,182,044,766
2031 404,688,595 784,480,990 1,221,715 655,000 38,281,344 38,936,344 1,229,327,643
2032 422,921,795 815,417,590 1,221,715 690,000 38,251,869 38,941,869 1,278,502,968
2033 441,880,695 847,601,653 1,221,715 715,000 38,220,819 38,935,819 1,329,639,881
2034 461,600,180 861,229,403 1,221,715 5,225,502 53,547,248 58,772,750 1,382,824,047
2035 482,111,345 913,364,403 4,476,715 - 38,187,750 38,187,750 1,438,140,212
2036 503,444,330 931,038,340 22,998,848 - 38,187,750 38,187,750 1,495,669,267
2037 486,103,395 956,819,538 - 15,512,248 97,060,502 112,572,750 1,555,495,682
2038 507,593,360 994,349,311 - 15,140,713 100,632,037 115,772,750 1,617,715,422
2039 142,560,982 1,048,203,691 - 173,611,242 318,046,508 491,657,750 1,682,422,423
2040 140,477,975 1,077,852,110 - 498,870,000 32,518,700 531,388,700 1,749,718,785
2041 673,482,975 1,111,688,710 - 3,409,998 24,653,753 28,063,750 1,813,235,435
2042 700,472,975 1,064,569,910 - 22,775,000 6,938,750 29,713,750 1,794,756,635
2043 728,542,975 980,476,500 - 25,095,000 5,800,000 30,895,000 1,739,914,475
2044 757,732,975 641,375,000 - 27,580,000 4,545,250 32,125,250 1,431,233,225
2045 788,097,975 540,525,000 - 30,240,000 3,166,250 33,406,250 1,362,029,225
2046 819,672,975 507,590,000 - 33,085,000 1,654,250 34,739,250 1,362,002,225
2047 852,507,975 509,665,000 - - - - 1,362,172,975
2048 886,663,066 475,510,000 - - - - 1,362,173,066
2049 922,181,201 439,995,000 - - - - 1,362,176,201
2050 959,121,096 403,055,000 - - - - 1,362,176,096
2051 997,538,585 - - - - - 997,538,585
2052 1,037,491,756 - - - - - 1,037,491,756
2053 1,079,043,813 - - - - - 1,079,043,813
2054 1,122,257,975 - - - - - 1,122,257,975
2055 1,167,202,556 - - - - - 1,167,202,556
2056 1,213,947,975 - - - - - 1,213,947,975
2057® 1,199,110,058 - - - - - 1,199,110,058
Total $24,540,019,068 $26,867,715,835 $152,223,672 $1,006,474,702  $1,631,121,573 $2,637,596,275  $54,197,554,850

(1) Includes accreted interest on outstanding Capital Appreciation Bonds and Convertible Capital Appreciation Bonds.

(2) These figures are reduced by the (i) 35% Build America Bonds subsidy on the Series 2010D Bonds, (ii) 45% Recovery Zone Economic Development
Bonds subsidy on the Series 2010E Bonds, and (iii) interest that was capitalized through the issuance of the Series 2010C Bonds due in fiscal year 2011
and 2013 but include accreted interest on Capital Appreciation Bonds.

(3) A portion of the interest is capitalized in 2012, 2013 and 2014.
(4) A portion of interest is capitalized in 2013.

(5) Debt service is adjusted to reflect that, on December 1, 2011, the beneficial owners of the Series 2007B Bonds maturing on June 1, 2057 consented to an
amendment that extended the maturity of such bonds to July 1, 2057.
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Pro-Forma Commonwealth Sales Tax Revenues and Debt Service Coverage

The following debt service coverage table presents Commonwealth Sales Tax revenues over combined Senior
Bond debt service and Parity Obligation payments. This table assumes a growth rate of 4% in Commonwealth Sales Tax
collections, which is the rate used to calculate sales tax growth for one of the additional bonds tests included in the
Resolution. This is neither a projection nor a guarantee of actual collections. Actual collections may differ substantially
from the amounts shown.

Commonwealth Senior Bond Debt
Sales Tax Service and Parity Pro-forma Debt
Revenues at a 4% Obligation Service
Year Growth Rate Payments® Coverage®
20119 $1,122,656,758 $ 177,212,926 6.34
2012 1,167,567,274 208,557,684 5.60
2013 1,214,274,294 224,850,229 5.40
2014 1,262,849,682 226,704,649 5.57
2015 1,313,368,174 226,704,649 5.79
2016 1,365,907,496 226,704,649 6.03
2017 1,420,548,482 226,704,649 6.27
2018 1,477,375,202 226,704,649 6.52
2019 1,536,475,086 226,704,649 6.78
2020 1,597,939,063 230,109,649 6.94
2021 1,661,861,699 277,773,449 5.98
2022 1,728,341,341 303,573,199 5.69
2023 1,797,480,273 278,246,749 6.46
2024 1,869,384,867 311,908,249 5.99
2025 1,944,165,753 354,526,439 5.48
2026 2,021,937,984 366,255,684 5.52
2027 2,102,821,216 380,739,984 5.52
2028 2,186,939,892 395,518,884 5.53
2029 2,274,423,432 409,912,245 5.55
2030 2,365,406,431 427,314,288 5.54
2031 2,460,028,873 444,846,653 5.53
2032 2,558,436,335 463,085,378 5.52
2033 2,660,780,222 482,038,228 5.52
2034 2,767,217,994 521,594,645 5.31
2035 2,877,913,407 524,775,810 5.48
2036 2,993,036,771 564,630,927 5.30
2037 3,112,765,206 598,676,145 5.20
2038 3,237,282,917 623,366,110 5.19
2039 3,366,781,480 634,218,732 5.31
2040 3,501,460,129 671,866,675 5.21
2041 3,641,526,072 701,546,725 5.19
2042 3,787,194,804 730,186,725 5.19
2043 3,938,690,439 759,437,975 5.19
2044 4,096,246,056 789,858,225 5.19
2045 4,260,104,058 821,504,225 5.19
2046 4,430,516,543 854,412,225 5.19
2047 4,607,745,694 852,507,975 5.40
2048 4,792,064,181 886,663,066 5.40
2049 4,983,755,580 922,181,201 5.40
2050 5,183,114,812 959,121,096 5.40
2051 5,390,448,594 997,538,585 5.40
2052 5,606,075,910 1,037,491,756 5.40
2053 5,830,328,507 1,079,043,813 5.40
2054 6,063,551,398 1,122,257,975 5.40
2055 6,306,103,401 1,167,202,556 5.40
2056 6,558,357,682 1,213,947,975 5.40
2057 6,820,702,338 1,199,110,058 5.69

(1) Commonwealth Sales Tax collections during the Fiscal Year ending June 30 as
reduced by the Operating Cap ($208,080 in Fiscal Year 2009-2010 increasing by 2%
annually).

(2) Debt service for the year ending and including August 1. Debt service is (a) based on
all outstanding Senior Bonds and Parity Obligations after the issuance of the Senior
Series 2011 Bonds and (b) net of capitalized interest, Build America Bonds and
Recovery Zone Economic Development Bonds subsidy.

(3) Commonwealth Sales Tax Revenues reduced by the Operating Cap over Total Debt

Service.

(4) Commonwealth Sales Tax collections for 2011 were $1,122,869,000.
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The following debt service coverage table presents Commonwealth Sales Tax revenues over
Senior Bond debt service and Parity Obligation payments. This table assumes a growth rate of 0.17%,
which is the rate needed to achieve a minimum 1.0x debt service coverage in all years. This is neither a
projection nor a guarantee of actual collections. Actual collections may differ substantially from the

amounts shown.

Commonwealth Senior Bond Debt
Sales Tax Service and Parity
Revenues at a 0.17% Obligation Pro-forma Debt
Year Growth Rate Payments® Service Coverage®
20119 $1,122,656,758 $ 177,212,926 6.34
2012 1,124,611,395 208,557,684 5.39
2013 1,126,569,363 224,850,229 5.01
2014 1,128,530,668 226,704,649 4.98
2015 1,130,495,315 226,704,649 4.99
2016 1,132,463,306 226,704,649 5.00
2017 1,134,434,647 226,704,649 5.00
2018 1,136,409,341 226,704,649 5.01
2019 1,138,387,393 226,704,649 5.02
2020 1,140,368,806 230,109,649 4.96
2021 1,142,353,586 277,773,449 4.11
2022 1,144,341,735 303,573,199 3.77
2023 1,146,333,258 278,246,749 4.12
2024 1,148,328,160 311,908,249 3.68
2025 1,150,326,443 354,526,439 3.24
2026 1,152,328,112 366,255,684 3.15
2027 1,154,333,170 380,739,984 3.03
2028 1,156,341,623 395,518,884 2.92
2029 1,158,353,472 409,912,245 2.83
2030 1,160,368,723 427,314,288 2.72
2031 1,162,387,379 444,846,653 2.61
2032 1,164,409,444 463,085,378 2.51
2033 1,166,434,921 482,038,228 242
2034 1,168,463,814 521,594,645 224
2035 1,170,496,127 524,775,810 2.23
2036 1,172,531,863 564,630,927 2.08
2037 1,174,571,026 598,676,145 1.96
2038 1,176,613,619 623,366,110 1.89
2039 1,178,659,645 634,218,732 1.86
2040 1,180,709,109 671,866,675 1.76
2041 1,182,762,013 701,546,725 1.69
2042 1,184,818,361 730,186,725 1.62
2043 1,186,878,156 759,437,975 1.56
2044 1,188,941,402 789,858,225 1.51
2045 1,191,008,100 821,504,225 1.45
2046 1,193,078,255 854,412,225 1.40
2047 1,195,151,870 852,507,975 1.40
2048 1,197,228,947 886,663,066 1.35
2049 1,199,309,489 922,181,201 1.30
2050 1,201,393,500 959,121,096 1.25
2051 1,203,480,982 997,538,585 1.21
2052 1,205,571,938 1,037,491,756 1.16
2053 1,207,666,371 1,079,043,813 1.12
2054 1,209,764,283 1,122,257,975 1.08
2055 1,211,865,676 1,167,202,556 1.04
2056 1,213,970,554 1,213,947,975 1.00
2057 1,216,078,919 1,199,110,058 1.01

)

@
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Commonwealth Sales Tax collections during the Fiscal Year ending June 30 as reduced by
the Operating Cap ($208,080 in Fiscal Year 2009-2010 increasing by 2% annually).

Debt service for the year ending and including August 1. Debt service is (a) based on all
outstanding Senior Bonds and Parity Obligations after the issuance of the Senior Series 2011
Bonds and (b) net of capitalized interest, Build America Bonds and Recovery Zone Economic
Development Bonds subsidy.

Commonwealth Sales Tax Revenues reduced by the Operating Cap over Total Debt Service.

Commonwealth Sales Tax collections for 2011 were $1,122,869,000.
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The Corporation believes that personal consumption expenditures and GNP are the economic
indicators that correlate most closely to sales of goods and services that represent the sales tax base.
While historical trends do not necessarily predict future performance, from Fiscal Year 1947 to Fiscal
Year 2010, the average annual growth rate in personal consumption expenditures (nominal) was 7.6%.
Moreover, the annual average growth rate in personal consumption expenditures (nominal) during the last
decade, which experienced two recessions, was 4.7%. During Fiscal Year 2010, which constitutes the
fourth consecutive year showing a reduction in gross national product, personal consumption
expenditures (nominal) grew by 3.1% while Commonwealth Sales Tax revenues grew by 0.3% as
compared to Fiscal Year 2009. The average annual growth rate of Commonwealth Sales Tax collections
from Fiscal Year 2008 (the first full fiscal year after the implementation of the Commonwealth Sales Tax
in November 2006) to Fiscal Year 2011 has been -0.61%.

PLAN OF FINANCING
Overview
The Corporation anticipates using the proceeds of Series 2011C Bonds, together with other funds
available to the Corporation, to (i) redeem or repay prior to maturity certain outstanding bonds of Puerto
Rico Public Finance Corporation that constitute 2006 Appropriation Debt, (ii) cover certain payments
associated with swap agreements of the Corporation, (iii) pay capitalized interest on the Series 2011C

Bonds, and (iv) pay the cost of issuance of the Series 2011C Bonds.

Estimated Sources and Uses of Funds

Sources
Principal Amount of the Series 2011C Bonds.........ccccvveuvenee. $1,006,474,702.00
Net Original Issue Premiume...........cccoeevevierienienienieeieeieeieens 31,835,974.15
Total SOUICeS .........ovvveiiiiiieeiee e $1,038,310,676.15
Uses
Payment of 2006 Appropriation Debt ............ccceevvieeeiirenieennen. $ 627,139,548.00
Swap Agreement Payments...........cceevveeeciieeniiienciieeiie e 400,616,000.00
Capitalized INtErest........cevevieriierieieriecie e 1,854,420.52
Underwriters’ Discount and Other Costs of Issuance'’ ............. 8,700,707.63
Total USES.......oocvviiiiiiiiieieiieeceeeeee e $1,038,310,676.15

™ Includes legal, printing and other financing expenses.

THE CORPORATION

The Corporation is an independent governmental instrumentality of the Commonwealth created
by Act 91 for the purpose of issuing bonds and utilizing other financing mechanisms to provide funds to
the Commonwealth for the Authorized Uses. Act 91 vested the Corporation with all the powers conferred
to Government Development Bank under its charter (other than the power to act as fiscal agent),
including the power to issue bonds for its corporate purposes. The Corporation is also known by an
acronym of its Spanish name — “COFINA.” Act91 transfers present and future collections of the
Pledged Sales Tax to the Corporation in exchange for, and in consideration of, the Corporation’s
commitment to provide funds for the Authorized Uses from the net proceeds of the bonds issued by the
Corporation and other funds and resources available to the Corporation. Act 91 provides that the board of
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directors of the Corporation (the “Governing Board”) shall consist of the members of the Board of
Directors of Government Development Bank.

The following individuals are at present members of the Governing Board of the Corporation:

Member Commencement of Term Expiration Date
Marcos Rodriguez-Ema, Chairman January 15, 2009 September 23, 2015
Juan Carlos Batlle, Vice Chairman March 2, 2011 September 23, 2012
Manuel H. Duboén, Esq. February 2, 2009 September 23, 2012
Juan E. Rodriguez Diaz, Esq. February 20, 2009 September 23, 2012
Eduardo R. Emanuelli May 11, 2011 September 23, 2015
Jesus F. Méndez May 18, 2011 September 23, 2014
Eugenio L. Torres July 5, 2011 September 23, 2014

Certain officers of Government Development Bank have been appointed officers of the
Corporation. Currently, Mr. José Otero, Executive Vice President and Director of Financing, Investments
and Treasury for Government Development Bank, is the Corporation’s Executive Director. Mr. Ignacio
Canto, Vice President and Treasurer of Government Development Bank, is the Corporation’s Assistant
Executive Director. Mrs. Zulema Martinez, General Counsel to Government Development Bank, is the
Corporation’s General Counsel.

The Corporation’s offices are located at the offices of Government Development Bank at Roberto
Sanchez Vilella Government Center, De Diego Avenue, Stop 22, Santurce, Puerto Rico 00940.

Other Obligations of the Corporation

In addition to the Outstanding Senior Bonds, the Outstanding Parity Obligations and the
Outstanding First Subordinate Bonds, the Corporation has borrowed money, and incurred obligations, that
are not secured under the Resolution. As of August 31, 2011 the Corporation had repaid all obligations
that were not secured under the Resolution.

The Corporation is a party to certain forward delivery swap agreements, effective on February 1,
2012, in an aggregate notional amount of $907 million. Pursuant to the terms of the agreements, on the
effective date, the Corporation would begin making payments of 3.95% to the counterparties in return for
67% of LIBOR until its maturity on August 1, 2040. Under present market pricing, pursuant to the swap
agreements, if the Corporation were to terminate the swaps on February 1, 2012, the Corporation would
be required to make a termination payment. The Corporation’s obligations under the swap agreements,
including its obligation to make a termination payment, are subordinate to the Senior Bonds, the Parity
Obligations, the First Subordinate Bonds and the First Subordinate Obligations. However, the swap
agreements would become Parity Obligations under the Resolution to the extent the Corporation issues
bonds that meet certain requirements set forth in such swap agreements, and the swap agreements are in
compliance with the additional bonds tests set forth in the Resolution and are each considered a Qualified
Hedge under the Resolution. The Corporation expects to terminate this swap agreement in connection
with the issuance of the Senior Series 2011 Bonds, a portion of the proceeds of which will be used to fund
the termination payment associated with the termination of this swap agreement.

In connection with the Corporation’s termination in November 2008 of an interest rate exchange
agreement with a notional amount of $218 million relating to the Corporation’s Sales Tax Revenue
Bonds, Series 2007A, the Corporation made a termination payment to its counterparty. The counterparty
has asserted to the Corporation that it is entitled to recover a termination payment in excess of that paid
by the Corporation, plus interest at a default rate. The Corporation’s management believes that any
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resolution of this dispute would not have a material adverse impact on the amount of Revenues available
to pay debt service on the Corporation’s bonds.

TAX MATTERS
Federal Income Taxes

The Internal Revenue Code of 1986, as amended (the “Code”), imposes certain requirements that
must be met subsequent to the issuance and delivery of the Series 2011C Bonds for interest thereon to be
and remain excluded from gross income for Federal income tax purposes. Noncompliance with such
requirements could cause the interest on the Series 2011C Bonds to be included in gross income for
Federal income tax purposes retroactive to the date of issue of the Series 2011C Bonds. Pursuant to the
Bond Resolution and the Tax Certificate as to Arbitrage and the Provisions of Sections 103 and 141-150
of the Internal Revenue Code of 1986 (the “Tax Certificate”), the Corporation and the Commonwealth
have covenanted to comply with the applicable requirements of the Code in order to maintain the
exclusion of the interest on the Series 2011C Bonds from gross income for Federal income tax purposes
pursuant to Section 103 of the Code. In addition, the Corporation and the Commonwealth have made
certain representations and certifications in the Bond Resolution and the Tax Certificate. Bond Counsel
will not independently verify the accuracy of those representations and certifications.

In the opinion of Nixon Peabody LLP, Bond Counsel, under existing law and assuming
compliance with the aforementioned covenant, and the accuracy of certain representations and
certifications made by the Corporation and the Commonwealth described above, interest on the Series
2011C Bonds is excluded from gross income for Federal income tax purposes under Section 103 of the
Code. Bond Counsel is also of the opinion that such interest is not treated as a preference item in
calculating the alternative minimum tax imposed under the Code with respect to individuals and
corporations. Interest on the Series 2011C Bonds is, however, included in the adjusted current earnings
of certain corporations for purposes of computing the alternative minimum tax imposed on such
corporations.

State Taxes

Bond Counsel is also of the opinion that, under existing statutes, interest on the Series 2011C
Bonds is exempt from state, Commonwealth and local income taxation. Bond counsel expresses no

opinion as to other state, Commonwealth or local tax consequences arising with respect to the Series
2011C Bonds.

Original Issue Discount

Bond Counsel is further of the opinion that the difference between the principal amount of the
Series 2011C Bonds maturing on August 1, 2026, 2027, 2028, 2029, 2030, 2031, 2032, 2033, 2034, 2037,
2038, 2039 bearing interest at a rate of 4.75%, 2039 accreting interest at a rate of 6.25% and 2041
(collectively the “Discount Bonds™) and the initial offering price to the public (excluding bond houses,
brokers or similar persons or organizations acting in the capacity of underwriters or wholesalers) at which
price a substantial amount of such Discount Bonds of the same maturity was sold constitutes original
issue discount which is excluded from gross income for federal income tax purposes to the same extent as
interest on the Series 2011C Bonds. Further, such original issue discount accrues actuarially on a
constant interest rate basis over the term of each Discount Bond and the basis of each Discount Bond
acquired at such initial offering price by an initial purchaser thereof will be increased by the amount of
such accrued original issue discount. The accrual of original issue discount may be taken into account as
an increase in the amount of tax-exempt income for purposes of determining various other tax
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consequences of owning the Discount Bonds, even though there will not be a corresponding cash
payment. Owners of the Discount Bonds are advised that they should consult with their own advisors
with respect to the state and local tax consequences of owning such Discount Bonds.

Original Issue Premium

The Series 2011C Bonds maturing on August 1, 2020, 2021, 2022, 2023, 2040 bearing interest at
a rate of 5% and 2040 bearing interest at a rate of 5.25% (collectively, the “Premium Bonds”) are being
offered at prices in excess of their principal amounts. An initial purchaser with an initial adjusted basis in
a Premium Bond in excess of its principal amount will have amortizable bond premium which is not
deductible from gross income for federal income tax purposes. The amount of amortizable bond premium
for a taxable year is determined actuarially on a constant interest rate basis over the term of each Premium
Bond based on the purchaser’s yield to maturity (or, in the case of Premium Bonds callable prior to their
maturity, over the period to the call date, based on the purchaser’s yield to the call date and giving effect
to any call premium). For purposes of determining gain or loss on the sale or other disposition of a
Premium Bond, an initial purchaser who acquires such obligation with an amortizable bond premium is
required to decrease such purchaser’s adjusted basis in such Premium Bond annually by the amount of
amortizable bond premium for the taxable year. The amortization of bond premium may be taken into
account as a reduction in the amount of tax-exempt income for purposes of determining various other tax
consequences of owning such Series 2011C Bonds. Owners of the Premium Bonds are advised that they
should consult with their own advisors with respect to the state and local tax consequences of owning
such Premium Bonds.

Ancillary Tax Matters

Ownership of the Series 2011C Bonds may result in other federal tax consequences to certain
taxpayers, including, without limitation, certain S corporations, foreign corporations with branches in the
United States, property and casualty insurance companies, individuals receiving Social Security or
Railroad Retirement benefits, and individuals seeking to claim the earned income credit. Ownership of
the Bonds may also result in other federal tax consequences to taxpayers who may be deemed to have
incurred or continued indebtedness to purchase or to carry the Series 2011C Bonds.

Commencing with interest paid in 2006, interest paid on tax-exempt obligations such as the
Series 2011C Bonds is subject to information reporting to the Internal Revenue Service (the “IRS”) in a
manner similar to interest paid on taxable obligations. In addition, interest on the Series 2011C Bonds
may be subject to backup withholding if such interest is paid to a registered owner that (a) fails to provide
certain identifying information (such as the registered owner’s taxpayer identification number) in the
manner required by the IRS, or (b) has been identified by the IRS as being subject to backup withholding.

Bond Counsel is not rendering any opinion as to any Federal tax matters other than those
described in the opinions attached as Appendix C. Prospective investors, particularly those who may be
subject to special rules described above, are advised to consult their own tax advisors regarding the
federal tax consequences of owning and disposing of the Series 2011C Bonds, as well as any tax
consequences arising under the laws of any state or other taxing jurisdiction.

Changes in Law and Post Issuance Events
Legislative or administrative actions and court decisions, at either the federal or state level, could
have an adverse impact on the potential benefits of the exclusion from gross income of the interest on the

Series 2011C Bonds for Federal or state income tax purposes, and thus on the value or marketability of
the Series 2011C Bonds. This could result from changes to Federal or state income tax rates, changes in
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the structure of Federal or state income taxes (including replacement with another type of tax), repeal of
the exclusion of the interest on the Series 2011C Bonds from gross income for Federal or state income tax
purposes, or otherwise. For example, in September, 2011, the President released legislative proposals that
would, among other things, subject interest on tax-exempt bonds (including the Series 2011C Bonds) to a
federal income tax for taxpayers with incomes above certain thresholds for tax years beginning after
2012. It is not possible to predict whether any legislative or administrative actions or court decisions
having an adverse impact on the Federal or state income tax treatment of holders of the Series 2011C
Bonds may occur. Prospective purchasers of the Series 2011C Bonds should consult their own tax
advisers regarding the impact of any change in law on the Series 2011C Bonds.

Bond Counsel has not undertaken to advise in the future whether any events after the date of
issuance and delivery of the Series 2011C Bonds may affect the tax status of interest on the Series 2011C
Bonds. Bond Counsel expresses no opinion as to any Federal, state or local tax law consequences with
respect to the Series 2011C Bonds, or the interest thereon, if any action is taken with respect to the Series
2011C Bonds or the proceeds thereof upon the advice or approval of other counsel.

RATINGS

The Series 2011C Bonds have been assigned ratings of “AA-" by Standard & Poor’s Ratings
Services (“S&P”), “Aa2” by Moody’s Investors Service (“Moody’s), and “AA-" by Fitch Ratings
(“Fitch”). These ratings only reflect the respective opinions of such rating agencies.

Any explanation of the significance of such ratings must be obtained from the respective rating
agency. There is no assurance that any such rating will continue in effect for any period or that any such
rating will not be revised or withdrawn entirely by any such rating agency if, in its judgment,
circumstances so warrant. Any such downgrade revision or withdrawal of such rating or ratings may
have an adverse effect on the market prices of the Series 2011C Bonds. A securities rating is not a
recommendation to buy, sell, or hold securities. Each security rating should be evaluated independently
of any other security rating. For an explanation of the limitations inherent in ratings, see “Limited Nature
of Ratings, Reductions, Suspension or Withdrawal of Ratings” under RISK FACTORS. The Resolution
does not include a covenant by the Corporation to maintain a specific rating with respect to outstanding
Bonds or Obligations.

LEGALITY FOR INVESTMENT

The Series 2011C Bonds will be eligible for deposit by banks in the Commonwealth to secure
public funds and will be approved investments for insurance companies to qualify them to do business in
the Commonwealth, as required by law.

UNDERWRITING

The Underwriters have jointly and severally agreed, subject to certain conditions, to purchase
from the Corporation the Series 2011C Bonds described on the inside cover pages of this Official
Statement at an aggregate purchase price of $1,032,521,262.14 reflecting a net original issue premium of
$31,835,974.15 and an underwriters’ discount of $5,789,414.01, and to reoffer such Series 2011C Bonds
at the public offering prices or yields derived from such prices set forth on the inside cover pages hereof.
Such Series 2011C Bonds may be offered and sold to certain dealers (including dealers depositing such
Series 2011C Bonds into investment trusts) at prices lower or yields higher than such public offering
prices or yields, and such prices or yields may be changed, from time to time, by the Underwriters. The
Underwriters’ obligations are subject to certain conditions precedent, and they will be obligated to
purchase all such Series 2011C Bonds if any Series 2011C Bonds are purchased.
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The Underwriters and their respective affiliates are full service financial institutions engaged in
various activities, which may include securities trading, commercial and investment banking, financial
advisory, investment management, principal investment, hedging, financing and brokerage activities.
Certain of the Underwriters and their respective affiliates have, from time to time, performed, and may in
the future perform, various investment banking services for the Corporation, for which they received or
will receive customary fees and expenses.

In the ordinary course of their various business activities, the Underwriters and their respective
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or
related derivative securities) and financial instruments for their own account and for the accounts of their
customers and may at any time hold long and short positions in such securities and instruments. Such
investment and securities activities may involve securities and instruments of the Corporation.

Citigroup Inc. and Morgan Stanley, the respective parent companies of Citigroup Global Markets
Inc. (“Citigroup”) and Morgan Stanley & Co. LLC (“Morgan Stanley”), each an underwriter of the
Bonds, have entered into a retail brokerage joint venture. As part of the joint venture each of Citigroup
and Morgan Stanley will distribute municipal securities to retail investors through the financial advisor
network of a new broker-dealer, Morgan Stanley Smith Barney LLC. This distribution arrangement
became effective on June 1, 2009. As part of this arrangement, each of Citigroup and Morgan Stanley
will compensate Morgan Stanley Smith Barney LLC for its selling efforts in connection with their
respective allocations of Series 2011C Bonds.

Pershing LLC, a subsidiary of The Bank of New York Mellon Corporation, and Barclays Capital
Inc. established a strategic alliance in May of 2009, which enables Pershing LLC to participate as a
selling group member and a retail distributor for all new issue municipal bond offerings underwritten by
Barclays Capital Inc., including the Bonds offered hereby. Pershing LLC will receive a selling
concession from Barclays Capital Inc. in connection with its distribution activities relating to the Series
2011C Bonds.

Goldman, Sachs & Co. and UBS Financial Services Incorporated of Puerto Rico have agreed to
cooperate with respect to structuring and coordinating the marketing and execution of bond offerings in
the United States and global capital markets, other than bond issuances offered exclusively in the Puerto
Rico market, for the Commonwealth’s governmental entities and other municipal bonds issuers.
Compensation with respect to the underwriting of the securities will be allocated between them.

Wells Fargo Securities, LLC has entered into a joint underwriting agreement with Scotia MSD to
assist the Commonwealth, its public corporations, agencies, instrumentalities, and municipalities in
structuring and facilitating the issuance of certain municipal securities. Pursuant to the terms of the joint
underwriting agreement and in compliance with applicable rules, compensation with respect to the
underwriting of the applicable securities will be allocated between the firms. Wells Fargo Securities is the
trade name for certain capital markets and investment banking services of Wells Fargo & Company and
its subsidiaries, including Wells Fargo Securities, LLC, member NYSE, FINRA, and SIPC.

BMO Capital Markets GKST Inc. has entered into an alliance agreement (the “Alliance
Agreement”) with VAB Financial LLC, under which the parties shall provide services and advise each
other in matters related to the structuring and execution of certain municipal finance transactions in the
U.S. capital markets with governmental entities located in the Commonwealth. Pursuant to the terms of
the Alliance Agreement and in compliance with any applicable rules, the parties will be entitled to receive
a portion of each other’s net profits from the underwriting of the Series 2011C Bonds as consideration for
their professional services.
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Santander Securities Corporation (“SSC”) and Merrill Lynch, Pierce, Fenner & Smith
Incorporated (“Merrill”) have entered into an agreement pursuant to which they will provide services and
advice to each other related to the structuring and execution of certain municipal finance transactions for
the Commonwealth’s governmental entities in the global capital markets and in the United States market
and in the Puerto Rico market if issued in connection with such global or U.S. issuances. SSC and
Merrill will be entitled to receive a portion of each other’s revenues from the underwriting of the Series
2011C Bonds as consideration for their professional services.

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the Series 2011C Bonds, has
entered into a negotiated dealer agreement (the “Dealer Agreement”) with Charles Schwab & Co., Inc.
(“CS&Co.”) for the retail distribution of certain securities offerings at the original issue prices. Pursuant
to the Dealer Agreement, CS&Co. will purchase Series 2011C Bonds from JPMS at the original issue
price less a negotiated portion of the selling concession applicable to any Series 2011C Bonds that
CS&Co. sells. JPMSI has also entered into an agreement with FirstBank Puerto Rico Securities Corp. to
assist the Commonwealth, its public corporations, agencies, instrumentalities, and municipalities in
structuring and facilitating the issuance of certain municipal securities. Pursuant to the terms of the
agreement and in compliance with applicable rules, compensation with respect to the underwriting of
such municipal securities will be allocated between the parties.

Popular Securities, Inc. has entered into a joint venture agreement (the “JV Agreement”) with
Morgan Stanley, under which the parties shall provide services and advice to each other related to the
structuring and execution of certain municipal finance transactions in the U.S. capital markets with
governmental entities located in the Commonwealth. Pursuant to the terms of the JV Agreement and in
compliance with applicable rules, the parties will be entitled to receive a portion of each other’s net
profits from the underwriting of the Series 2011C Bonds as consideration for their professional services.

Oriental Financial Services Corp. (“Oriental”) and Raymond James & Associates, Inc.
(“Raymond James”) have entered into an agreement under which the parties provide services and advice
to each other to assist the Commonwealth and its issuers in the structuring and execution of their
municipal securities offerings. As part of the agreement, Oriental and Raymond James share in the risk
from the underwriting of the Series 2011C Bonds as part of the consideration for their professional
services.

RBC Capital Markets, LLC (“RBC”) and BBVAPR Divisiéon de Valores Municipales
(“BBVAPR MSD”) have entered into an agreement under which the parties provide services and advice
to each other to assist the Commonwealth and its issuers in the structuring and execution of their
municipal securities offerings. As part of the agreement, RBC and BBVAPR MSD share in the risk from
the underwriting of the Series 2011C Bonds as part of the consideration for their professional services.

LEGAL MATTERS

All legal matters incident to the authorization, issuance, sale and delivery of the Series 2011C
Bonds are subject to the approval of Nixon Peabody LLP, New York, New York, Bond Counsel to the
Corporation. The issuance of the Series 2011C Bonds is conditioned upon the delivery on the date of
issuance of the approving opinion of Bond Counsel to the Corporation substantially in the form attached
to this Official Statement as Appendix D. Certain legal matters will be passed upon for the Underwriters
by their counsel, Pietrantoni Méndez & Alvarez LL.C, San Juan, Puerto Rico.

45



CONTINUING DISCLOSURE

To the extent that Rule 15¢2-12 (the “Rule”) of the Securities and Exchange Commission
(“SEC”) promulgated under the Securities Exchange Act of 1934, as amended (the “1934 Act”), requires
underwriters (as defined in the Rule) to determine, as a condition to purchasing the Series 2011C Bonds,
that the Corporation will make such covenants, the Corporation will covenant as follows:

The Corporation shall provide:

(a) within 305 days after the end of each Fiscal Year, to the Electronic Municipal Market
Access system (“EMMA”) (http://emma.msrb.org) established by the Municipal Securities Rulemaking
Board (the “MSRB”), (i) the Corporation’s audited financial statements, (ii) information regarding actual
receipts of the Pledged Sales Tax received by the Corporation, and (iii) such narrative explanation as may
be necessary to avoid misunderstanding and to assist the reader in understanding the presentation of such
information; and

(b) in a timely manner, not in excess of ten business days after the occurrence of the event, to
the MSRB through EMMA, notice of any of the following events with respect to the Bonds: (1) principal
and interest payment delinquencies; (2) non-payment related defaults, if material; (3) unscheduled draws
on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements
reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform;
(6) adverse tax opinions, the issuance by the IRS of proposed or final determinations of taxability, Notices
of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations with respect to the
tax status of the Series 2011C Bonds, or other material events affecting the tax status of the Series 2011C
Bonds; (7) modifications to rights of security holders (including Beneficial Owners, of the Series 2011 A
Bonds, if material; (8) bond calls, if material; (9) defeasances; (10) release, substitution, or sale of
property securing repayment of the Series 2011C Bonds, if material; (11) rating changes; (12) tender
offers; (13) bankruptcy, insolvency, receivership, or similar proceedings of the Corporation; (14) the
consummation of a merger, consolidation or acquisition involving the Corporation or the sale of
substantially all of the assets of the Corporation, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such action or the termination of a definitive agreement relating
to any such actions, other than pursuant to its terms, if material; (15) the appointment of a successor or
additional trustee, or the change of name of a trustee, if material; and (16) failure by the Corporation to
comply with clause (a) above.

With respect to the following events:

Event (4) and (5). The Corporation does not undertake to provide any notice with respect to
credit enhancement added after the primary offering of the Series 2011C Bonds, unless the Corporation
applies for or participates in obtaining the enhancement.

Event (8). The Corporation does not undertake to provide notice of a mandatory scheduled
redemption not otherwise contingent upon the occurrence of an event if (i) the terms, dates and amounts
of redemption are set forth in detail in this Official Statement under “Redemption” under THE BONDS
above, (ii) the only open issue is which Series 2011C Bonds will be redeemed in the case of a partial
redemption, (iii) notice of redemption is given to the Beneficial Owners as required under the terms of the
Series 2011C Bonds, (iv) public notice of the redemption is given pursuant to the Release Number 34-
23856 of the SEC under the 1934 Act, even if the originally scheduled amounts are reduced by prior
optional redemptions or bond purchases.
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Event (13). According to the Rule, the event is considered to occur when any of the following
occur: the appointment of a receiver, fiscal agent or similar officer for an obligated person in a proceeding
under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially all of the assets or business of the
obligated person, or if such jurisdiction has been assumed by leaving the existing governing body and
officials or officers in possession but subject to the supervision and orders of a court or governmental
authority, or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a
court or governmental authority having supervision or jurisdiction over substantially all of the assets or
business of the obligated person.

The Corporation may from time to time choose to provide notice of the occurrence of certain
other events in addition to those listed above if, in the judgment of the Corporation, such other event is
material with respect to the Series 2011C Bonds, but the Corporation does not undertake to provide any
such notice of the occurrence of any material event except those events listed above.

No Beneficial Owner may institute any suit, action or proceeding at law or in equity
(“Proceeding”) for the enforcement of the continuing disclosure undertaking (the “Undertaking”) or for
any remedy for breach thereof, unless such Beneficial Owner shall have filed with the Corporation
evidence of ownership and a written notice of and request to cure such breach, the Corporation shall have
refused to comply within a reasonable time and such Beneficial Owner stipulates that (a) no challenge is
made to the adequacy of any information provided in accordance with the Undertaking and (b) no remedy
is sought other than substantial performance of the Undertaking. All Proceedings shall be instituted only
as specified herein, in any Commonwealth court located in the Municipality of San Juan, Puerto Rico, and
for the equal benefit of all beneficial owners of the outstanding bonds benefited by the same or a
substantially similar covenant, and no remedy shall be sought or granted other than specific performance
of the covenant at issue.

An amendment to the Undertaking may only take effect if:

(a) the amendment is made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of the Corporation,
or type of business conducted; the Undertaking, as amended, would have complied with the requirements
of the Rule at the time of award of a series of bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and the amendment does not
materially impair the interests of Beneficial Owners of bonds, as determined by parties unaffiliated with
the Corporation (such as, but without limitation, the Corporation’s financial advisor or bond counsel); or

(b) all or any part of the Rule, as interpreted by the staff of the SEC at the date of the issue of
a series of bonds ceases to be in effect for any reason, and the Corporation elects that the Undertaking
shall be deemed terminated or amended (as the case may be) accordingly.

For purposes of the Undertaking, a beneficial owner of a bond includes any person who, directly
or indirectly, through any contract, arrangement, understanding, relationship, or otherwise has or shares
investment power which includes the power to dispose, or to direct the disposition of, such bond, subject
to certain exceptions as set forth in the Undertaking. Any assertion of beneficial ownership must be filed,
with full documentary support, as part of the written request described above.

The Corporation became obligated to make annual disclosure of certain financial information in

accordance with the Rule in an offering that took place in 2007. The Corporation has been in compliance
with its continuing disclosure obligations each year in accordance with the Rule.
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO

As provided by Act No. 272 of the Legislature of the Commonwealth, approved May 15, 1945, as
amended, Government Development Bank has acted as financial advisor to the Corporation in connection
with the Series 2011C Bonds offered hereby. As financial advisor, Government Development Bank
participated in the selection of the Underwriters of the Series 2011C Bonds. Certain of the Underwriters
have been selected by Government Development Bank to serve from time to time as underwriters of its
obligations and the obligations of the Commonwealth, its instrumentalities and public corporations.
Certain of the Underwriters or their affiliates participate in other financial transactions with Government
Development Bank.

MISCELLANEOUS

The summaries and explanations of the Resolution, the various acts, the Series 2011C Bonds and
the other financing documents contained herein do not purport to be complete statements of any or all of
the provisions of such documents and are made subject to all the detailed provisions thereof, to which
reference is hereby made for further information. Copies of the foregoing documents are available from
the Corporation, upon written request directed to: Puerto Rico Sales Tax Financing Corporation, c/o
Government Development Bank for Puerto Rico, Roberto Sanchez Vilella Government Center, De Diego
Avenue, Stop 22, Santurce, Puerto Rico 00940, Attention: Executive Director.

Appended to and constituting a part of this Official Statement is certain economic information
relating to the Commonwealth and the sales of goods in the Commonwealth (4dppendix A), the summary
of certain definitions and provisions of the Resolution (Appendix B), the proposed form of approving
opinion of Bond Counsel (dppendix C), the summary of the book-entry system for the Bonds (Appendix
D), and the table of Compounded Amounts for the Capital Appreciation Bonds (Adppendix E).

The information included in this Official Statement or incorporated herein by reference, except
for information pertaining to DTC and the information appearing under the heading UNDERWRITING,
was supplied by certain officials of the Corporation or certain Commonwealth agencies or
instrumentalities, in their respective official capacities, or was obtained from publications of the
Commonwealth or certain of its agencies or instrumentalities, and is included or incorporated by
reference in this Official Statement on the authority of such officials or the authority of such publications
as public official documents. The information pertaining to DTC was obtained from materials published
by DTC. The information contained under the heading UNDERWRITING was obtained from the
corresponding underwriter.

This Official Statement will be filed with the MSRB through EMMA.

PUERTO RICO SALES TAX FINANCING
CORPORATION

By: /s/ José Otero Freiria

Executive Director
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APPENDIX A

COMMONWEALTH OF PUERTO RICO
ECONOMIC INFORMATION

The information below provides certain general economic data about the Commonwealth,
particularly data relating to those indicators of economic activity which correlate most closely with the
level of consumption of goods and services in the Commonwealth and, thus, the level of Commonwealth
Sales Tax revenues. This summary does not purport to discuss all of the variables that may impact the
level of Commonwealth Sales Tax revenues. The data in this section is provided as a general indication of
prior levels of consumption and the economic activity that is generally understood to drive consumption
but is not intended to provide a basis for predicting the future performance of taxable retail sales or the
future level of Commonwealth Sales Tax revenues.

General

According to the United States Census Bureau, the population of Puerto Rico was 3,725,789 in
2010, compared to 3,808,610 in 2000. The population of San Juan, the island’s capital and largest city,
was 381,931 in 2010 compared to 434,374 in 2000.

The economy of Puerto Rico is closely linked to the United States economy, as most of the
external factors that affect the Puerto Rico economy (other than oil prices) are determined by the policies
and performance of the mainland economy. These external factors include exports, direct investment, the
amount of federal transfer payments, the level of interest rates, the rate of inflation, and tourist
expenditures.

Puerto Rico’s economy is currently in a recession that began in the fourth quarter of fiscal year
2006, a fiscal year in which the real gross national product grew by only 0.5% and the government was
shut-down during the first two weeks of May. For fiscal years 2008 and 2009, the real gross national
product contracted by 2.9% and 4.0%, respectively. For fiscal year 2010, preliminary reports indicate that
the real gross national product contracted by 3.8%. The Puerto Rico Planning Board (the “Planning
Board”) projects a decrease in real gross national product of 1.0% for fiscal year 2011 and an increase of
0.7% for fiscal year 2012.

The economic indicators which correlate most closely with the level of sales of goods and
services in the Commonwealth are gross national product (“GNP”) and personal consumption
expenditures. Personal income is also indicative of the level of sales of goods and services in the
Commonwealth. These factors, in turn, are affected by other variables such as the price of oil and
employment rates, among others. These factors are the indicators utilized by the Commonwealth to make
projections of Commonwealth Sales Tax revenues.

Personal Income

Nominal personal income, both aggregate and per capita, has shown a positive average growth
rate from 1947 to 2010. In fiscal year 2010, aggregate personal income was $60.4 billion ($50.0 billion at
2005 prices) and personal income per capita was $15,203 ($12,592 in 2005 prices). Personal income
includes transfer payments to individuals in Puerto Rico under various social programs. Total U.S.
federal transfer payments to individuals amounted to $16.0 billion in fiscal year 2010 ($14.0 billion in
fiscal year 2009). Entitlements for previously performed services or resulting from contributions to
programs such as Social Security, Veterans’ Benefits, Medicare, and U.S. Civil Service retirement
pensions were $10.4 billion, or 65% of the transfer payments to individuals in fiscal year 2010
($9.8 billion, or 70.1%, in fiscal year 2009). The remainder of the federal transfers to individuals is



represented by grants, mostly concentrated in the Nutritional Assistance Program (Food Stamps) and Pell

Grant scholarships (higher education).

The following table shows the personal income for the five fiscal years ended June 30, 2010.

Commonwealth of Puerto Rico
Personal Income
(in millions of dollars)

Employees’ compensation
Business, household and nonprofit
institutions
Government
Other

Total Employees’ compensation

Less: Contributions for social insurance
Employees
Employers
Total Contributions for social insurance

Proprietors’ income
Income of unincorporated enterprises
Dividends of domestic corporations
Miscellaneous income and dividends
received from abroad
Rental income of persons
Personal interest income

Total Proprietors’ income

Transfer Payments
Commonwealth government and
municipalities
Federal government
U.S. state governments
Business
Other nonresidents

Total transfer payments

Total Personal Income

(1) Preliminary figures.
Source: Planning Board

Fiscal Years Ended June 30,

2006 2007 2008 2009 2010
$20,566.2 $20,702.9 $21,107.1 $20,572.1 $20,480.6
8,424.2 8,584.9  8.762.2 9,047.4 8,275.6
1,036.7 946.4 999 4 1,123.8 1,137.4
$30,027.1 $30,234.2 $30,868.8 $30,743.3  $29,893.7
22419 22212 21675 2,213.4 2,192.7
3,167.1 3,074.1  3,066.0 3,202.7 3,081.7
$5,409.0  $5,295.3 $5.233.4  $5416.1  $5274.4
2,8323  $2,219.8 $23342  $2.4298  $2,465.1

304.3 $322.1 $351.9 $355.6 $272.0

13.4 9.9 17.1 7.8 8.4
43874 55290  5.829.7 6,702.3 6,906.2
3,725.1 2,820.5  2,719.0 2,810.8 2,420.6
$11,262.5 $10,901.3 $11,251.9 $12,306.3 $12,072.3
3,390.7  3,569.5  4,040.6 4.470.4 4792.3
9,725.9 10,327.1 12,279.3 13,5373  15,633.0

17.6 22.7 24.1 35.6 44.8
1,184.9 1,741.0  2,301.1 2,392.2 2,745.7

642.6 610.0 591.7 493.6 493.6
$14,961.8 $16,270.3 $19.236.8 $20,929.1 $23,709.4
$50,842.3 $52.110.4 $56,124.1 $58,562.6  $60,400.9
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Personal Consumption

During Fiscal Year 2010, at current prices, personal consumption amounted to $57.2 billion,
representing an increase of $1.7 billion, or 3.1%, from Fiscal Year 2009. This increase was based on a
3.8% increase in nondurable goods (40.1% of personal consumption), 3.9% increase in durable goods
(9% of personal consumption), and 2.5% increase in services (50.9% of personal consumption). At
constant 2005 prices, personal consumption increased 0.6% from Fiscal Year 2009. Real consumption
expenditures in durable goods, however, decreased by 0.5%. The decline in expenditures of durable goods
is characteristic of economies in recession.

The following table shows personal consumption expenditures by product for the five fiscal years
ended June 30, 2010.

Commonwealth of Puerto Rico

Personal Consumption Expenditures by Product
(in millions of dollars)

Fiscal Years Ended June 30

2006 2007 2008 2009 2010%
Food $ 69822 $7,3150 $79135 $8,4675 $8,556.9
Alcoholic beverages and tobacco products 1,765.8 1,783.1 1,704.7 1,784.2 1,903.9
Clothing and accessories 3,084.9 3,528.0 3,530.7 3,556.6 3,265.0
Personal care 984.6 1,031.0 1,157.1 1,212.0 1,439.4
Housing 7,499.7 8,065.8 8,568.6 9,011.3 9,221.2
Household operations 5,929.2 6,479.0 6,914.3 6,831.5 6,748.7
Medical care and funeral expenses 8,007.2 8,434.8 9,394 .4 9,898.0 10,665.9
Business services 3,035.5 3,103.0 3,021.7 3,074.3 3,079.7
Transportation 6,325.3 6,079.8 6,236.3 5,488.1 6,088.5
Recreation 4,810.3 4,935.0 4,865.7 4,810.5 4,858.6
Education 1,819.5 1,776.6 1,826.3 1,928.6 1,955.6
Religious and nonprofit organizations, not
elsewhere classified 505.9 439.2 4354 488.3 4399
Foreign travel 1,608.9 1,616.9 1,653.9 1,531.4 1,614.4
Miscellaneous purchases 704.1 819.5 858.4 860.9 972.3
Total consumption expenditures in Puerto
Rico by residents and nonresidents 53,063.1 55,406.7 58,081.0 58,943.3 60,810.0
Less: Expenditures in Puerto Rico by
nonresidents 3,403.1 3,457.4 3,580.1 3,520.1 3,647.9
Total Personal Consumption
Expenditures $49,660.0 $51,949.3 $54,500.9 $55,423.2 $57,162.1

(1) Preliminary figures.
Source: Planning Board.
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Gross National Product

The dominant sectors of the Puerto Rico economy in terms of production and income are
manufacturing and services. The manufacturing sector has undergone fundamental changes over the
years as a result of increased emphasis on higher-wage, high-technology industries, such as
pharmaceuticals, biotechnology, computers, microprocessors, professional and scientific instruments, and
certain high technology machinery and equipment. The service sector, which includes finance, insurance,
real estate, wholesale and retail trade, transportation, communications and public utilities, and other
services, plays a major role in the economy. It ranks second to manufacturing in contribution to gross
domestic product and leads all sectors in providing employment.

The following table shows the gross national product for the five fiscal years ended June 30,

2010.
Commonwealth of Puerto Rico
Gross National Product
Fiscal Years Ended June 30,
2006 2007 2008 2009 2010 Y

Gross national product — $ millions®® $56,732 $59,521 $61,665 $62,678 $63,292
Real gross national product — $ millions

(2005 prices) $54,027 $53,400 $51,832 $49,775 $47,898
Annual percentage increase (decrease) in

real gross national product (2005 prices) 0.5% (1.2)% 2.95% (4.00% 3.8)%
U.S. annual percentage increase in real

gross national product (2005 prices) 2.9% 1.7% 2.5% (3.5% 0.4%
M Preliminary.

@ In current dollars.
Sources: Puerto Rico Planning Board and IHS-Global Insight.
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The following graph compares the growth rate of real gross national product for the Puerto Rico
and U.S. economies since fiscal year 1990, and the forecast of the growth rate for fiscal years 2011 and
2012.
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Since the 1950s, the Planning Board has prepared a complete set of macroeconomic measures
like those prepared for the United States by the Bureau of Economic Analysis (“BEA”) of the Department
of Commerce, as part of the National Income and Product Accounts (“NIPA”). In contrast with the BEA,
which computes the economic accounts on a quarterly basis, the Planning Board computes Puerto Rico’s
NIPA on an annual basis. Like the BEA, the Planning Board revises its statistics on a regular basis. The
Planning Board classifies its statistics as preliminary until they are revised and made final in conjunction
with the release of new data each year. Thus, all macroeconomic accounts for fiscal year 2010 shown in
this Report are preliminary until the revised figures for fiscal year 2010 and the preliminary figures of
fiscal year 2011 are released and the forecast for fiscal year 2012 is revised.

Certain information regarding current economic activity, however, is available in the form of the
Government Development Bank — Economic Activity Index (the “EAI”), a coincident indicator of
ongoing economic activity. This index, shown in the following table and published by Government
Development Bank for Puerto Rico (“GDB”) since October 2009, is composed of several variables (total
payroll employment based on the Establishment Survey, total electric power consumption, cement sales
and consumption of gasoline) that highly correlate to Puerto Rico’s real gross national product. The
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average contraction rate of the index for fiscal year 2011 was 2.9%, after a reduction of 5.6% for fiscal
year 2010. For the first quarter of fiscal year 2012, this index decreased by 1.2%. The month of
September 2011, however, reflected the smallest year-over-year reduction in the EAI since October 2006.

GDB Economic Activity Index
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Economic Forecast for Fiscal Years 2011 and 2012

On March 2011, the Planning Board released its revised gross national product forecast for fiscal
year 2011 and its gross national product forecast for fiscal year 2012. The Planning Board revised its
gross national product forecast for fiscal year 2011 from a projected growth of 0.4% to a contraction of
1.0%, both in constant dollars. The Planning Board’s revised forecast for fiscal year 2011 took into
account the estimated effects on the Puerto Rico economy of the Government’s fiscal stabilization plan,
the impact of the initial phase of the tax reform, the disbursement of funds from the American Recovery
and Reinvestment Act of 2009 (“ARRA”), the continuation of the fiscal stabilization plan, and the activity
expected to be generated from the Government’s local stimulus package. The revised forecast also
considered the effect on the Puerto Rico economy of general and global economic conditions, the U.S.
economy, the volatility of oil prices, interest rates and the behavior of local exports, including
expenditures by visitors. The Planning Board’s forecast for fiscal year 2012 projects an increase in gross
national product of 0.7% in constant dollars. The Planning Board’s forecast for fiscal year 2012 took into
account the estimated effect of the projected growth of the U.S. economy, tourism activity, personal
consumption expenditures, federal transfers to individuals and the acceleration of investment in
construction due to the Government’s local stimulus package and the establishment of public-private
partnerships. It also took into account the disbursement of the remaining ARRA funds, and the
continuation of the implementation of the tax reform.
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Fiscal Year 2010

The Planning Board’s preliminary reports on the performance of the Puerto Rico economy for
fiscal year 2010 indicate that real gross national product decreased 3.8% (an increase of 1.0% in current
dollars) over fiscal year 2009. Nominal gross national product was $63.3 billion in fiscal year 2010
($47.9 billion in 2005 prices), compared to $62.7 billion in fiscal year 2009 ($49.8 billion in 2005 prices).
Aggregate personal income increased from $58.6 billion in fiscal year 2009 ($49.8 billion in 2005 prices)
to $60.4 billion in fiscal year 2010 ($50.0 billion in 2005 prices), and personal income per capita
increased from $14,786 in fiscal year 2009 ($12,558 in 2005 prices) to $15,203 in fiscal year 2010
($12,592 in 2005 prices).

According to the Household Survey, total employment for fiscal year 2010 averaged 1,102,700, a
decrease of 65,500, or 5.6%, from the previous fiscal year. The unemployment rate for fiscal year 2010
was 16.0%, an increase from 13.4% for fiscal year 2009.

Among the variables contributing to the decrease in gross national product was the continuous
contraction of the manufacturing and construction sectors. Due to the Commonwealth’s dependence on
oil for power generation and gasoline (in spite of its recent improvements in power-production
diversification), the high level of oil prices accounted for an increased outflow of local income in fiscal
year 2008, when the average price of the West Texas Intermediate oil barrel (WTI) increased by 53.1% to
reach an average of $97.0/bbl. Although the situation improved significantly during fiscal year 2009,
with a decline of 28.1% in the price of the WTI, oil prices remained at relatively high levels, at an average
of $69.7/bbl, and the impact of the increases of previous years were still felt in fiscal year 2009.
Nevertheless, during fiscal year 2010, the average price of the WTI increased by 7.9% to $75.2/bbl,
which put more pressure on internal demand. On the other hand, the continuation of the difficulties
associated with the financial crisis kept short-term interest rates at historically low levels, but this did not
translate into a significant improvement in the construction sector due to the high level of inventory of
residential housing units.

Fiscal Year 2009

The Planning Board’s reports on the performance of the Puerto Rico economy for fiscal year
2009 indicate that real gross national product decreased 4.0% (an increase of 1.6% in current dollars) over
fiscal year 2008. Nominal gross national product was $62.7 billion in fiscal year 2009 ($49.8 billion in
2005 prices), compared to $61.7 billion in fiscal year 2008 ($51.8 billion in 2005 prices). Aggregate
personal income increased from $56.1 billion in fiscal year 2008 ($49.6 billion in 2005 prices) to
$58.6 billion in fiscal year 2009 ($49.7 billion in 2005 prices), and personal income per capita increased
from $14,217 in fiscal year 2008 ($12,557 in 2005 prices) to $14,786 in fiscal year 2009 ($12,558 in 2005
prices).

According to the Household Survey, total employment for fiscal year 2009 averaged 1,168,200, a
decrease of 4.1% compared to 1,217,500 for fiscal year 2008. At the same time, the unemployment rate
for fiscal year 2009 was 13.4%, an increase from 11% for fiscal year 2008.

Among the variables contributing to the decrease in gross national product were the continuous
contraction of the manufacturing and construction sectors, as well as the corresponding contraction of
U.S. economic activity. Furthermore, the decline in Puerto Rico’s gross national product was not offset
by the federal tax rebates due to the high levels of oil prices during fiscal year 2008. The dramatic
increase to record levels in the price of oil and its derivatives (such as gasoline) during that period served
to reduce the income available for other purchases and, thereby, negatively affected domestic demand.
Due to the Commonwealth’s dependence on oil for power generation and gasoline (in spite of its recent
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improvements in power-production diversification), the high level of oil prices accounted for an increased
outflow of local income in fiscal year 2008. The global financial crisis promoted lower interest rates that
were reflected in the local market, but those rates did not improve the conditions in the construction
sector.

Overview of the Commonwealth’s Fiscal Condition

Fiscal Imbalance and Fiscal Stabilization Plan. Since 2000, the Commonwealth has experienced
an imbalance between its General Fund total revenues and expenditures. The imbalance reached its
highest level in fiscal year 2009, when the deficit was $3.306 billion, consisting of the difference between
total revenues from non-financing sources of $7.583 billion and total expenditures of $10.890 billion. In
January 2009, the Government of Puerto Rico (“Government”) began to implement a multi-year plan
designed to achieve fiscal balance, restore sustainable economic growth and safeguard the investment-
grade ratings of the Commonwealth bonds. The fiscal stabilization plan, which was generally contained
in Act No. 7 of March 9, 2009, as amended (“Act 7”), sought to achieve budgetary balance, while
addressing expected fiscal deficits in the intervening years through the implementation of a number of
initiatives, including: (i) a gradual operating expense-reduction plan through reduction of operating
expenses, including payroll, which is the main component of government expenditures, and the
reorganization of the Executive Branch; (ii) a combination of temporary and permanent revenue raising
measures, coupled with additional tax enforcement measures; and (iii) certain financial measures.

The Government estimates that the fiscal stabilization plan’s operating expense reduction
measures have resulted in annual savings of approximately $837 million, and that the tax revenue
enforcement measures, and the temporary and permanent revenue raising measures (not including the
effect of the tax reform and the temporary excise tax described below) resulted in additional revenues of
$420 million during fiscal year 2011.

The principal financial measure taken has been a bond issuance program through the Puerto Rico
Sales Tax Financing Corporation (“COFINA” by its Spanish-language acronym), to which the
Commonwealth allocated a portion of its sales and use tax. The proceeds from the COFINA bond
issuance program (such proceeds are deposited in an account referred to herein as the “Stabilization
Fund” managed by GDB) have been used to repay existing government debt (including debts with GDB),
finance operating expenses for fiscal years 2008 through 2011 (and will be used in fiscal year 2012 to
cover operating expenses included in the government’s annual budget for such fiscal year), including
costs related to the implementation of a workforce reduction plan, and fund an economic stimulus plan, as
described below. During fiscal years 2009 and 2010, COFINA issued approximately $5.6 billion and
$3.6 billion, respectively, of revenue bonds payable from sales and use tax collections transferred to
COFINA. During fiscal year 2012, COFINA expects to issue approximately $2 billion of revenue bonds
payable from sales and use tax collections transferred to COFINA, the proceeds of which will be mainly
used to finance a portion of the government’s operating expenses for fiscal year 2012, refund outstanding
debt obligations payable from Commonwealth appropriations, and refund certain outstanding COFINA
bonds.

Another financial measure taken has been the restructuring of a portion of the Commonwealth’s
debt service on the Commonwealth’s general obligation bonds and on bonds of the Public Buildings
Authority (“PBA”) that are guaranteed by the Commonwealth and are payable from Commonwealth
budget appropriations. During fiscal year 2010, the Commonwealth refinanced $512.9 million of interest
accrued during such fiscal year on the Commonwealth’s general obligation bonds and $164.5 million of
interest accrued during such fiscal year on PBA bonds. During fiscal year 2011, the Commonwealth
refinanced $490.9 million of interest accrued during such fiscal year and principal due on July 1, 2011 on
the Commonwealth’s general obligation bonds. During fiscal year 2011, PBA also used a line of credit
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from GDB to make payments of approximately $147.8 million of interest accrued during such fiscal year
on its Commonwealth guaranteed bonds, which line of credit was refinanced with the proceeds of a series
of Commonwealth guaranteed bonds issued by PBA.

During fiscal year 2012, the Government expects to refinance approximately $537.4 million of
principal due in and interest to accrue during such fiscal year on the Commonwealth’s general obligation
bonds and approximately $153.8 million of interest to accrue during such fiscal year on Commonwealth
guaranteed PBA bonds.

Results for Fiscal Year 2009. General Fund total revenues for fiscal year 2009 were $7.583
billion (this amount excludes approximately $126.7 million of revenues attributable to the electronic and
traditional lotteries, which for accounting purposes are included in the Commonwealth’s audited financial
statements as a separate fund from the General Fund), representing a decrease of $775.5 million, or 9.3%,
from fiscal year 2008 revenues. Total expenditures for fiscal year 2009 were approximately $10.890
billion, consisting of $9.927 billion of total expenditures and approximately $962 million of other uses.
Total expenditures of $10.890 billion represented an increase of approximately $1.402 billion, or 14.8%,
of original budgeted expenditures and exceeded total General Fund revenues (excluding other financing
sources) by $3.306 billion, or 43.6%.

During fiscal year 2009, the Government also faced an aggregate cash shortfall of $1.153 billion
that, when added to the deficit, resulted in approximately $4.459 billion in excess expenditures and cash
shortfall. The difference between General Fund revenues and total expenditures for fiscal year 2009 was
principally paid from proceeds of COFINA bond issues and the restructuring of the corpus account of the
Puerto Rico Infrastructure Financing Authority (“PRIFA”) pursuant to the fiscal stabilization plan.

Results for Fiscal Year 2010. General Fund total revenues for fiscal year 2010 were $7.593
billion (this amount excludes approximately $122.8 million of revenues attributable to the electronic and
traditional lotteries, which for accounting purposes are included in the Commonwealth’s audited financial
statements as a separate fund from the General Fund), representing an increase of $9.8 million from fiscal
year 2009 revenues. The principal changes in sources of revenues from fiscal year 2009 included a
decrease in the sales and use tax received by the General Fund of $256.8 million due to the assignment to
COFINA of an additional 1.75% of the 5.5% Commonwealth sales and use tax. This decrease in the
amount of sales and use taxes allocated to the General Fund was fully offset, however, by increases in
property taxes and excise taxes on cigarettes and alcoholic beverages of approximately $227.8 million
and $60.5 million, respectively, as a result of the temporary and permanent revenue raising measures
implemented as part of the Commonwealth’s fiscal stabilization plan. Revenues from income taxes for
fiscal year 2010 were approximately the same as in fiscal year 2009, reflecting the continuing impact of
the ongoing economic recession.

Total expenditures for fiscal year 2010 were $10.369 billion (which included $173 million of
expenditures related to a Government local stimulus program), consisting of (i) $9.640 billion of total
expenditures and (ii) $728 million of other financing uses. Total expenditures of $10.369 billion
exceeded General Fund total revenues (excluding other financing sources) by $2.775 billion, or 36.6%.
Excluding the debt service amounts that were refinanced, total expenditures for fiscal year 2010 were
approximately $9.691 billion and exceeded General Fund total revenues (excluding other financing
sources) by $2.098 billion, or 27.6%. The difference between revenues and expenses for fiscal year 2010
was covered principally by proceeds from a COFINA bond issue.

Preliminary Results for Fiscal Year 2011. Preliminary General Fund total revenues for fiscal

year 2011 (from July 1, 2010 to June 30, 2011) were $8.165 billion (this amount includes approximately
$101.9 million of revenues attributable to the electronic and traditional lotteries), an increase of $449.3
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million, or 5.8%, from $7.716 billion of total revenues for the same period in the prior fiscal year (this
amount includes approximately $122.8 million of revenues attributable to the electronic and traditional
lotteries), and an increase of $31 million from the revised estimate of total revenues, which took into
account the effect of the tax reform discussed below under “Tax Reform.”

The increase in General Fund total revenues is mainly due to an increase of $170.1 million in tax
withholdings from non-residents and the collection of $677.8 million as a result of the new temporary
excise tax and the expansion of the taxation of certain foreign persons adopted as Act No. 154 of October
25, 2010, as amended (“Act No. 154”) as part of the tax reform (discussed below under “Tax
Reform™).  This increase was partially offset by a decrease of $407 million and $18.5 million in
collections from income tax on individuals and entertainment machine licenses, respectively. The
decrease in individual income taxes is due to the tax relief provided to individual taxpayers as part of the
tax reform and to current economic conditions. The Government had expected that the decrease in
General Fund net revenues as a result of the tax relief provided to taxpayers as part of the tax reform
would be offset by the temporary excise tax imposed on certain foreign persons by Act No. 154. For
fiscal year 2011, the first five monthly excise tax payments (from February through June 2011) amounted
to $677.6 million, which was consistent with the Government’s projection of collections from the
temporary excise tax. The Government’s expectations with respect to the impact of the tax reform on
fiscal year 2011 revenues were met.

Preliminary General Fund total expenses for fiscal year 2011 amounted to $9.153 billion, which
excludes $638.7 million of debt service amounts that were refinanced, and exceeded General Fund total
revenues (excluding other financing sources) by $988 million, or 12.1%. The difference between
preliminary revenues and expenses for fiscal year 2011 was covered principally by proceeds from a
COFINA bond issue and proceeds of bonds issued to refinance debt service payments.

Budget for Fiscal Year 2012

On July 1, 2011, the Governor signed the Commonwealth’s central government budget for fiscal
year 2012. The adopted budget provides for General Fund total revenues of $9.260 billion. The budgeted
General Fund revenue of $9.260 billion includes estimated revenues of $8.650 billion and $610.0 million
in additional revenues from proceeds of COFINA bond issues.

The principal changes in General Fund revenues under the fiscal year 2012 budget compared to
the fiscal year 2011 budget are accounted for mainly by the projected collections from the new temporary
excise tax under Act No. 154 (up $969.0 million), sales and use taxes (up $125.0 million), non-resident
withholding taxes (up $29 million), alcoholic beverage taxes (up $9.0 million), and projected decreases in
excise taxes on motor vehicles and accessories (down $8.0 million), corporate income tax (down $51.0
million), federal excise taxes on offshore shipments (down $66.0 million), property taxes (down $162
million) and personal income taxes (down $239.0 million).

The fiscal year 2012 budget provides for total expenditures of $9.260 billion, consisting of
General Fund expenditures of $8.650 billion and additional expenditures of $610 million that are
expected to be covered from proceeds of COFINA bond issues. The fiscal year 2012 budgeted
expenditures exclude certain debt service payments on the Commonwealth’s general obligation bonds and
Commonwealth guaranteed PBA bonds which are expected to be refinanced during fiscal year 2012. See
“Fiscal Imbalance and Fiscal Stabilization Plan” above. The budgeted total expenditures for fiscal year
2012 are $110 million, or 1.2%, higher than budgeted total expenditures of $9.150 billion for fiscal year
2011, and $1.109 billion, or 10.7%, lower than total expenditures of $10.369 billion for fiscal year 2010.
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The principal changes in General Fund expenditures by program in the fiscal year 2012 budget
compared to the fiscal year 2011 budget are mainly due to increases in public safety and protection (up
$80.1 million), education (up $131.4 million), economic development (up $106.4 million), transportation
(up $10.2 million), special pension contributions (up $85.8 million), contribution to municipalities (up
$28.5 million), and decreases in general obligation bonds debt service (down $21.5 million), welfare
(down $22.0 million), health (down $209.2 million), and governmental management (down $51.2
million).

Budgeted expenditures and capital improvements for the central government of all budgetary
funds total $15.9 billion, a decrease of $142.9 million from fiscal year 2011 budgeted appropriations.

Preliminary Results for the First Three Months of Fiscal Year 2012 and Projected Fiscal Year
2012 Deficit. Preliminary General Fund revenues for the first three months of fiscal year 2012 (from July
1, 2011 to September 30, 2011) were $1.696 billion, an increase of $129.3 million, or 8.25%, from $1.567
billion of revenues for the same period in the prior fiscal year and a decrease of $33.3 million, or 1.9%,
from the revised estimate of revenues of $1.729 billion made in September 2011. The increase in General
Fund revenues for the first three months of fiscal year 2012, compared to the same period in the prior
fiscal year, is mainly due to the collections of $478 million from the new temporary excise tax under Act
No. 154, which was not in effect during the first three months of fiscal year 2011. This increase was
partially offset by a decrease in collections from individual and corporate income taxes of $115 million
and $75 million, respectively.

Preliminary General Fund total expenses (on a cash basis) for the first three months of fiscal year
2012 amounted to $1.858 billion, which is $13.5 million, or 1%, lower than $1.872 billion of budgeted
expenditures for the same period. The lower expenditures are mainly due to timing differences in
disbursements for general government expenditures of $29.4 million, safety and protection of $6.3
million and welfare of $4.5 million. These lower expenditures were partially offset by increased
expenditures in health of $26 million and transportation and communication of $2.4 million. The
difference between preliminary revenues and expenditures for the first three months of fiscal year 2012
was covered principally by funds on deposit in the Stabilization Fund and the issuance of tax revenue
anticipation notes by the Commonwealth.

The deficit for fiscal year 2012 is projected to be approximately $610 million, which excludes
approximately $691.2 million of debt service payments on Commonwealth general obligation bonds and
Commonwealth guaranteed PBA bonds that will be refinanced. In addition, the Office of Management
and Budget (“OMB”) has indicated that the sectors of health and safety carry risk of budget overruns for
fiscal year 2012 as they are undergoing operational changes that were not considered during the
preparation of the budget for that fiscal year.

Unfunded Pension and Non-Pension Post-Employment Benefit Obligations and Funding
Shortfalls of the Retirement Systems. One of the challenges every administration has faced during the
past 20 years is how to address the growing unfunded pension benefit obligations and funding shortfalls
of the three Government retirement systems (the Employees Retirement System, the Teachers Retirement
System and the Judiciary Retirement System) that are funded principally with budget appropriations from
the Commonwealth’s General Fund. As of June 30, 2010, the date of the latest actuarial valuations of the
retirement systems, the unfunded actuarial accrued liability (including basic and system administered
benefits) for the Employees Retirement System, the Teachers Retirement System and the Judiciary
Retirement System was $17.8 billion, $7.1 billion and $283 million, respectively, and the funded ratios
were 8.5%, 23.9% and 16.4%, respectively.
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Based on current employer and member contributions to the retirement systems, the unfunded
actuarial accrued liability will continue to increase significantly, with a corresponding decrease in the
funded ratio, since the annual contributions are not sufficient to fund pension benefits, and thus, are also
insufficient to amortize the unfunded actuarial accrued liability. Because annual benefit payments and
administrative expenses of the retirement systems have been significantly larger than annual employer
and member contributions, the retirement systems have been forced to use investment income,
borrowings and sale of investment portfolio assets to cover funding shortfalls. The funding shortfall
(basic system benefits, administrative expenses and debt service in excess of contributions) for fiscal year
2011 for the Employees Retirement System, the Teachers Retirement System and the Judiciary
Retirement System was approximately $693 million, $268 million and $6.5 million, respectively. For
fiscal year 2012, the funding shortfall is expected to be $741 million, $287 million and $8.5 million,
respectively. As aresult, the assets of the retirement systems are expected to continue to decline.

Based on the assumptions used in the latest actuarial valuations, including the expected continued
funding shortfalls: (i) the Employees Retirement System, the largest of the three retirement systems,
would deplete its net assets (total assets less liabilities, including the principal amount of certain pension
obligation bonds) by fiscal year 2014 and its gross assets by fiscal year 2019; (ii) the Teachers Retirement
System would deplete its net and gross assets by fiscal year 2020; and (iii) the Judiciary Retirement
System would deplete its net and gross assets by fiscal year 2018. The estimated years for depletion of
the assets could vary depending on how actual results differ from the assumptions used in the actuarial
valuations, as well as based on any future changes to the contribution and benefits structures of the
retirement systems. As a result of the increases in employer contributions to the Employees Retirement
System and the Teachers Retirement System adopted in July 2011, as described below, the Administrator
of the Retirement Systems projects that the period before depletion of the assets of these two systems will
be extended by three to four years.

Since the Commonwealth and other participating employers are ultimately responsible for any
funding deficiency in the three retirement systems, the depletion of the assets available to cover
retirement benefits will require the Commonwealth and other participating employers to cover annual
funding deficiencies. It is estimated that the Commonwealth would be responsible for approximately
74% of the combined annual funding deficiency of the three retirement systems, with the balance being
the responsibility of the municipalities and participating public corporations.

The Commonwealth also provides non-pension post-employment benefits that consist of a
medical insurance plan contribution. These benefits, which amounted to $114.2 million for fiscal year
2010 and $123.4 million for fiscal year 2011, are funded on a pay-as-you-go basis from the General Fund
and are valued using actuarial principles similar to the way that pension benefits are calculated. Based on
the latest actuarial valuations, as of June 30, 2010, the aggregate unfunded actuarial accrued liability of
these benefits for the three retirement systems was $2.3 billion.

Because of its multi-year fiscal imbalances previously mentioned, the Commonwealth has been
unable and is currently unable to make the actuarially recommended contributions to the retirement
systems. If the Commonwealth fails to take action in the short-term to address the retirement systems’
funding deficiency, the continued use of investment assets to pay benefits as a result of funding shortfalls
and the resulting depletion of assets could adversely affect the ability of the retirement systems to meet
the rates of return assumed in the actuarial valuations, which could in turn result in an earlier depletion of
the retirement systems’ assets and a significant increase in the unfunded actuarial accrued liability.
Ultimately, since the Commonwealth’s General Fund is required to cover a significant amount of the
funding deficiency, the Commonwealth would have difficulty funding the annual required contributions
unless it implements significant reforms to the retirement systems, obtains additional revenues, or takes
other budgetary measures.
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In order to address the growing unfunded pension and non-pension benefit obligations and
funding shortfalls of the three Government retirement systems, in February 2010, the Governor
established a special commission to make recommendations for improving the financial solvency of the
retirement systems. The special commission submitted a report to the Governor on October 21, 2010.

As a result of the special commission’s report and the Government’s analysis, the Governor
submitted two bills to the Legislative Assembly to address in part the retirement systems’ financial
condition. One of such bills was enacted as Act No. 96 of June 16, 2011 (“Act No. 96”). On June 23,
2011, in accordance with Act No. 96, $162.5 million of funds on deposit in the Corpus Account of the
Puerto Rico Infrastructure Development Fund (the “Corpus Account”), which is under the custody and
control of the Puerto Rico Infrastructure Financing Authority (“PRIFA”) were contributed to the
Employees Retirement System and invested in capital appreciation bonds issued by COFINA maturing
annually on August 1, 2043 through 2048 and accreting interest at a rate of 7%. The principal amount of
the COFINA bonds will grow to an aggregate amount of approximately $1.65 billion at their maturity
dates.

The second bill submitted by the Governor was enacted as Act No. 114 of July 5, 2011 and Act
No. 116 of July 6, 2011 (“Act 116”). These Acts provide an increase in employer contributions to the
Employee Retirement System and the Teachers Retirement System of 1% of covered payroll in each of
the next five fiscal years and by 1.25% of covered payroll in each of the following five fiscal years. As a
result of these increases, the Employee Retirement System and the Teachers Retirement System would
receive approximately $36 million and $14 million, respectively, in additional employer contributions
during fiscal year 2012, and the additional employer contributions are projected to increase gradually
each fiscal year (by an average aggregate increase of $71 million per fiscal year) to approximately $494
million and $195 million, respectively, by fiscal year 2021. The additional employer contributions for
fiscal year 2012 have been included in the approved budget for such fiscal year. With respect to the
increases in the employer contributions corresponding to the municipalities, Act 116 provides that the
increases for fiscal years 2012, 2013 and 2014 will be paid for by the Commonwealth from the General
Fund budget, representing approximately $6.3 million, $12.8 million and $19.7 million in fiscal years
2012, 2013 and 2014, respectively.

In addition to these measures, on August 8, 2011, the Board of Trustees of the Employees
Retirement System adopted a new regulation regarding the rules relating to the concession of personal
loans to its members, which, among other changes, lowers the maximum amount of those loans from
$15,000 to $5,000. This change is expected to gradually improve the Employees Retirement System’s
liquidity.

Economic Reconstruction Plan

In fiscal year 2009, the Government began to implement a short-term economic reconstruction
plan. The cornerstone of this plan was the implementation of federal and local economic stimulus
programs. The Commonwealth was awarded approximately $6.8 billion in stimulus funds under the
ARRA program, which was enacted by the U.S. government to stimulate the U.S. economy in the wake
of the global economic downturn. Approximately $3.3 billion of the ARRA funds is allocated for
consumer and taxpayer relief and the remainder will be used to expand unemployment and other social
welfare benefits, and spending in education, healthcare and infrastructure, among others. As of October
14,2011, the Commonwealth had disbursed $5.5 billion in ARRA funds, or 78.8%, of awarded funds.

The Government has complemented the federal stimulus package with additional short and
medium-term supplemental stimulus measures that seek to address local economic challenges and provide
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investment in strategic areas. These measures included a local $500 million economic stimulus plan to
supplement the federal plan.

Economic Development Plan

The Government developed the Strategic Model for a New Economy, which is a comprehensive
long-term economic development plan aimed at improving Puerto Rico’s overall competitiveness and
business environment and increasing private-sector participation in the Puerto Rico economy. As part of
this plan, the Government enacted Act No. 161 of December 1, 2009, which overhauled the permitting
and licensing process in Puerto Rico in order to provide for a leaner and more efficient process that
fosters economic development. The Government also enacted Acts No. 82 and 83 of July 19, 2010, which
provided a new energy policy that seeks to lower energy costs and reduce energy-price volatility by
reducing Puerto Rico’s dependence on fuel oil and the promotion of diverse, renewable-energy
technologies. Moreover, the Government adopted a comprehensive tax reform (described below) that
takes into account the Commonwealth’s current financial situation.

In addition, to further stimulate economic development and cope with the fiscal crisis, on June 8,
2009, the Legislative Assembly approved Act No. 29 establishing a clear public policy and legal
framework for the establishment of public-private partnerships to finance and develop infrastructure
projects and operate and manage certain public assets. During fiscal year 2010, the Government engaged
various financial advisors to assist it in the evaluation and procurement of various projects in the energy,
transportation, water and public school infrastructure sectors. During the fourth quarter of fiscal year
2010, the Government published desirability studies for four public-private partnership priority projects
and commenced procurement for such projects. As of September 30, 2011, the Government had
completed the concession of toll roads PR-22 and PR-5 and had short-listed proponents for the
procurement process leading to the award of an administrative concession for the Luis Mufioz Marin
International Airport and school infrastructure projects.

The Government has also identified strategic initiatives to promote economic growth in various
sectors of the economy where the Commonwealth has competitive advantages and several
strategic/regional projects aimed at fostering balanced economic development throughout the Island.
These projects, some of which are ongoing, include tourism and urban redevelopment projects.

Tax Reform

In February 2010, the Governor established a committee to review the Commonwealth’s income
tax system and propose a comprehensive tax reform directed at promoting economic growth and job
creation within the framework of preserving the administration’s path towards achieving fiscal stability.
The committee presented its findings to the Governor and, on October 25, 2010, the Governor announced
that he was submitting to the Legislative Assembly various bills in order to implement the tax reform.

The tax reform was intended to be revenue positive. It consisted of two phases focused on
providing tax relief to individuals and corporations, promoting economic development and job creation,
simplifying the tax system and reducing tax evasion through enhanced tax compliance measures. The
first phase, enacted as Act No. 171 of November 15, 2010, was expected to provide individual and
corporate taxpayers with aggregate savings of $309 million for taxable year 2010. The second phase,
enacted as Act No. 1 of January 31, 2011 (“Act No. 1”), was projected to provide individual and
corporate taxpayers aggregate annual average savings of $1.2 billion for the next six taxable years,
commencing in taxable year 2011. Consistent with the objective of maintaining the path towards fiscal
stability, the tax relief provisions applicable to individuals and corporations for taxable years 2014
through 2016 become effective only if (i) OMB certifies that the a