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DALLAS (Standard & Poor's) Nov. 29, 2010--Standard & Poor's Ratings Services
has revised its outlook on its general obligation (GO) 'BBB-' rating on the
Commonwealth of Puerto Rico to positive from stable. At the same time, we
affirmed our 'BBB-' rating on the commonwealth's appropriation debt. The
outlook on the commonwealth's appropriation rating remains stable because even
if the GO rating is raised in the next two years, the appropriation rating
would remain one notch below the GO rating.

"The outlook revision is based on our view of the commonwealth's recent
implementation of significant expenditure controls and revenue enhancement
measures that we believe could help restore budget balance within the next two
years," said Standard & Poor's credit analyst Horacio Aldrete-Sanchez.

The 'BBB-' ratings continue to reflect our opinion of the commonwealth's
history of chronic budget deficits. Governor Luis Fortuño's fiscal
stabilization plan, which included an unprecedented 17% reduction in payroll
expenditures, along with the recently approved tax measures is aimed at
eliminating a decade-long trend of budget imbalances. The implementation of
these measures has received broad legislative support. While we view the
current administration's measures as an important step toward budget
stability, we do not anticipate the achievement of a structurally balanced
budget until fiscal 2013.

Factors that continue to support the ratings include our opinion of the
commonwealth's strong ties to the U.S. economy, resulting in a significant
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flow of trade and income transfers, with exports to the U.S. accounting for
approximately $46.4 billion (76% of GNP) in 2008. According to the U.S. Census
Bureau, total income transfers from the U.S. to Puerto Rico totaled $13.5
billion (22% of GNP) in 2008.

The positive outlook is based on our view of the commonwealth's recent
implementation of significant expenditure controls and revenue enhancement
measures that we believe could help restore budget balance within the next two
years. Standard & Poor's could raise the rating if over the upcoming two years
in conjunction with an improvement in the commonwealth's economic performance,
budget controls remain in place and we believe there is significant progress
toward achieving balance between ongoing revenues and expenditures as well as
in addressing its unfunded retirement benefit obligations. We could revise the
outlook to stable if the effectiveness of the recently approved tax and budget
measures is impeded by either continued economic deterioration or a loosening
of the expenditure discipline exhibited to date, and the commonwealth fails to
make progress toward addressing its unfunded retirement obligations in the
next two years.

The outlook on the commonwealth's appropriation rating remains stable because
even if the GO rating is raised in the next two years, the appropriation
rating would remain one notch below the GO rating.

RELATED CRITERIA AND RESEARCH
• USPF Criteria: GO Debt, Oct. 12, 2006
• USPF Criteria: Appropriation-Backed Obligations, June 13, 2007

Complete ratings information is available to RatingsDirect subscribers on the
Global Credit Portal at www.globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
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