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In connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or
maintain the market price of the Offered 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
Offered Bonds to certain dealers and dealer banks and others at a price lower than the public offering price stated
on the inside cover page 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 Offered 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 Offered Bonds and
other documents herein do not purport to be complete. Reference is made to said laws, resolutions, the Offered 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.
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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 $182,190,000 Sales Tax Revenue Bonds, First Subordinate Series 2010D (Issuer
Subsidy Build America Bonds) (the “Series 2010D Bonds”) and Sales Tax Revenue Bonds, First Subordinate
Series 2010E (Issuer Subsidy Recovery Zone Economic Development Bonds) (the “Series 2010E Bonds” and,
together with the Series 2010D Bonds, the “Offered Bonds™). Concurrently with the issuance of the Offered
Bonds, the Corporation is issuing its Sales Tax Revenue Bonds, First Subordinate Series 2010C (the “Series
2010C Bonds” and, together with the Offered Bonds, the “Series 2010 Bonds™). The Series 2010C Bonds are
being offered for sale in the United States tax-exempt market pursuant to a separate Official Statement. The
Offered Bonds are being sold solely in Puerto Rico and are not contingent upon the issuance of the Series 2010C
Bonds. 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 will issue the Series 2010D Bonds as “Build America Bonds” that are subject to U.S.
income taxes (except to bona fide residents of Puerto Rico and Puerto Rico corporations to the extent described
herein). Upon compliance with certain requirements of the Internal Revenue Code of 1986, as amended (the
“Code”), the Corporation will receive a subsidy payment from the federal government equal to 35% of the
amount of each interest payment on the Series 2010D Bonds. This subsidy will be paid directly to the
Corporation and not to the holders of the Series 2010D Bonds. Under no circumstances will the owners of the
Series 2010D Bonds be entitled to a credit against any taxes imposed by the Code as a result of their ownership
of the Series 2010D Bonds.

The Corporation will issue the Series 2010E Bonds as “Build America Bonds” that are “Recovery Zone
Economic Development Bonds” subject to U.S. income taxes (except to bona fide residents of Puerto Rico and
Puerto Rico corporations to the extent described herein). Upon compliance with certain requirements of the
Code, the Corporation will receive a subsidy payment from the federal government equal to 45% of the amount
of each interest payment on the Series 2010E Bonds. This subsidy will be paid directly to the Corporation and
not to the holders of the Series 2010E Bonds. Under no circumstances will the owners of the Series 2010E
Bonds be entitled to a credit against any taxes imposed by the Code as a result of their ownership of the Series
2010E Bonds.

For more information regarding the “Build America Bonds” and “Recovery Zone Economic
Development Bonds” designation, see Use of Federal Subsidy Received with Respect to the Offered Bonds under
THE OFFERED BONDS.

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
(“Act 77), 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 solely from Commonwealth budgetary
appropriations and outstanding as of June 30, 2006 (the “2006 Appropriation Debt”); (ii) the debt of the
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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, together with the 2006 Appropriation Debt, 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: (i) 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, 2009 is $550,264,000. 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.

Act 91 provides that any subsidy received by the Corporation under the Build America Bond program
be deposited in the Dedicated Sales Tax Fund. See “Use of Federal Subsidy Received with Respect to the
Offered Bonds” under SECURITY FOR THE BONDS.

The Resolution

The Series 2010 Bonds will be issued pursuant to a Sales Tax Revenue Bond Resolution, as amended
(the “General Resolution”), adopted on July 13, 2007, a Fourteenth Supplemental Sales Tax Revenue Bond
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Resolution, which provides for the terms of the Series 2010C Bonds (the “Fourteenth Supplemental
Resolution”), a Fifteenth Supplemental Sales Tax Revenue Bond Resolution, which provides for the terms of the
Series 2010D Bonds (the “Fifteenth Supplemental Resolution”), and a Sixteenth Supplemental Sales Tax
Revenue Bond Resolution, which provides for the terms of the Series 2010E Bonds (the “Sixteenth
Supplemental Resolution”) (the General Resolution, as amended by the Fourteenth Supplemental Resolution,
the Fifteenth Supplemental Resolution, and the Sixteenth Supplemental Resolution, the “Resolution”), adopted
by the Board of Directors of the Corporation on June 24, 2010, pursuant to which The Bank of New York
Mellon (formerly known as The Bank of New York) 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 Series 2010 Bonds, the Corporation had outstanding $12.5 billion aggregate
initial principal amount of its Sales Tax Revenue Bonds issued under the General Resolution plus $383.5
million accreted on existing capital appreciation bonds as of June 1, 2010. 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 2008 A Bonds™), and (v) Sales Tax
Revenue Bonds, Senior Series 2009C (the “Senior Series 2009C Bonds” and, together with the Series 2007A
Bonds, the Series 2007B Bonds, the Series 2007C Bonds and the Series 2008 A 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”), and (iv) Sales Tax Revenue Bonds, First Subordinate Series 2010B Bond
Anticipation Notes (the “Series 2010B Bonds” and, together with the Series 2009A Bonds, the Series 2009B
Bonds, the Series 2010A Bonds, the “Outstanding First Subordinate Bonds”).

Concurrently with the issuance of the Offered Bonds, the Corporation is issuing the Series 2010C Bonds
in order to repay or refund certain outstanding bonds of the Corporation and for certain other Authorized Uses.

After giving effect to the issuance of the Series 2010 Bonds, the refunding of the bonds to be refunded
with the proceeds of the Series 2010C Bonds and the repayment of the Series 2010B Bonds, the Corporation
will have $13.4 billion aggregate initial principal amount of its Sales Tax Revenue Bonds issued under the
Resolution, of which $5.2 billion aggregate initial principal amount consists of Outstanding Senior Bonds (plus
$328.6 million accreted on existing capital appreciation bonds as of June 1, 2010) and $8.3 billion aggregate
initial principal amount consists of Outstanding First Subordinate Bonds (plus $54.9 million accreted on existing
capital appreciation bonds as of June 1, 2010).

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”).

The Corporation routinely explores opportunities to refinance its debt to reduce debt service from time
to time. As previously announced, the Corporation is considering the purchase of all or a portion of the Series
2007A Bonds issued as LIBOR-based Adjustable Rate Bonds accompanied by a termination of an equivalent
amount of the interest rate exchange agreement related to such Series 2007A Bonds. If the Corporation decides
to purchase the Series 2007A Bonds, such purchase would be funded through the issuance of a series of Senior
Bonds. No assurance can be given that the Corporation will purchase any of its Outstanding Senior Bonds or
terminate any interest rate exchange agreement in connection therewith.



Outstanding Senior Bonds and Outstanding Parity Obligations

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, 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 Outstanding Senior Bonds or Outstanding Parity
Obligations. See “Additional Bonds, Refunding Bonds and Other Obligations” under SECURITY FOR THE
BONDS.

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. Pursuant to this authority, the
Corporation will issue the Series 2010 Bonds, apply the net proceeds thereof for one or more of the Authorized
Uses, and grant, for the payment of the Series 2010 Bonds, a security interest in the Pledged Sales Tax
subordinate to the security interest of the holders of the Senior Bonds and the Parity Obligations and on a parity
with the security interest of the holders of the Outstanding First Subordinate Bonds.

The Series 2010 Bonds, the Outstanding First Subordinate Bonds and all additional bonds issued on a
parity therewith (“Additional First Subordinate Bonds” and, together with the Series 2010 Bonds and the
Outstanding First Subordinate Bonds, the “First Subordinate Bonds™), and all obligations incurred on a parity
therewith (the “First Subordinate Obligations”), will be secured equally and ratably under the Resolution on a
basis subordinate to the Senior Bonds and the Parity Obligations, and will be 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. Moreover, 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 Series 2010 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 Series 2010 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 Offered Bonds, the terms of the Offered
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.



This Official Statement contains certain “forward-looking statements” concerning the Corporation.
These statements are based upon a number of assumptions and estimates that are subject to significant
uncertainties, many of which are beyond the control of the Corporation. The words “may,” “would,” “could,”
“will,” “expect,” “anticipate,” “believe,” “intend,” “plan,” “estimate” and similar expressions are meant to
identify these forward-looking statements. Actual results may differ materially from those expressed or implied
by these forward-looking statements.
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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, (¢) 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, and (ix) local sales of goods to
be used as raw materials for manufactured goods, whether or not bound for export. 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 28, 2010, the Treasury
Department designated July 15 to July 17 as the three-day period during which this tax holiday will take place
during Fiscal Year 2010-2011.

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. Accordingly, 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 is 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 May 2010 were
approximately $3.86 billion, an average of $93 million per month.

Fiscal Year 2006-2007. Commonwealth Sales Tax collections during the seven months of Fiscal Year
2006-2007 (December 2006 through June 2007), when the Commonwealth Sales Tax was first imposed, equaled
$617.9 million, or an average of $95.1 million per month (after adjustment for December receipts which were
based on 15 days of sales in November). Under the previous reporting method utilized by the Treasury
Department, total collections reported attributable to sales made during the seven and one-half months of Fiscal
Year 2006-2007 (November 15, 2006 through June 2007) equaled $713.4 million, or an average of $95.1
million per month. Actual collections exceeded the Treasury Department’s original projection by $10.3 million,
or 1.4%.

Fiscal Year 2007-2008. Commonwealth Sales Tax collections during Fiscal Year 2007-2008 equaled
$1.14 billion, or an average of $95.1 million per month. Under the previous reporting method utilized by the
Treasury Department, total Commonwealth Sales Tax collections reported attributable to sales made during
Fiscal Year 2007-2008 equaled $1.14 billion, or an average of $95.3 million per month. Such collections
exceeded the Treasury Department’s original estimate by $26.3 million, or 2.4%. The Pledged Sales Tax then in
effect (1%) totaled $207.9 million, nearly $23 million more than the Pledged Sales Tax Base Amount in effect
for that Fiscal Year.



Fiscal Year 2008-2009. Commonwealth Sales Tax collections during Fiscal Year 2008-2009 totaled
$1.10 billion, or an average of $91.7 million per month. Under the previous reporting method utilized by the
Treasury Department, Commonwealth Sales Tax collections reported attributable to sales made during Fiscal
Year 2008-2009 would have totaled $1.098 billion, or an average of $91.5 million per month. Such collections
were below the Treasury Department’s revised estimate of $1.117 billion by $19 million, or 1.7%, and were $46
million, or 4%, below collections for Fiscal Year 2007-2008. The Treasury Department believes that the decline
in sales tax collections during Fiscal Year 2008-2009 is due primarily 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 Pledged Sales Tax then in effect (1%) totaled $199.6
million, nearly $7.2 million more than the Pledged Sales Tax Base Amount in effect for that Fiscal Year.

Fiscal Year 2009-2010. Commonwealth Sales Tax collections during the eleven month period ended
May 31, 2010 totaled $999.3 million, or an average of $90.8 million per month. Such collections year-to-date
are 0.8% below collections for the same period in Fiscal Year 2008-2009. The Treasury Department believes
that this decline is due primarily to the previously mentioned back-to-school sales tax holiday and prevailing
economic conditions. The Treasury Department’s current estimate for total Commonwealth Sales Tax
collections of Fiscal Year 2009-2010 is $1.098 billion.

Fiscal Year 2010-2011. Commonwealth Sales Tax revenue projections for Fiscal Year 2010-2011 are
$1.194 billion, or an average of $99.5 million per month. This projection represents an increase of 8.7%
compared to estimated collections for Fiscal Year 2009-2010. 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.” The first phase of this system is expected to be
operational in November 2010. Whether sales tax collections meet this estimate is uncertain and depends upon
general economic conditions and taxable sales activity for Fiscal Year 2010-2011, as well as upon compliance
levels, the successful implementation of the new point-of-sale electronic system, 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 is 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):



Sales and Use Tax — Collection History by Month

(Dollars in Thousands)
Fiscal Year

2006-2007 2007-2008 2008-2009 2009-2010
July - $ 95,460 $ 97,526 $94,382
August - 96,100 95,592 88,000
September - 90,181 91,353 84,100
October - 86,163 77,788 83,775
November - 93,751 86,191 85,120
December $ 50,200 96,170 91,996 95,075
January 110,000 121,251 119,836 118,476
February 95,000 89,798 85,763 88,942
March 86,200 86,486 84,608 82,538
April 96,400 89,355 88,065 93,415
May 85,700 93,487 88,788 85,469
June 94,400 103,331 93,302

M Reflects collections for sales made between November 15 and November 30. The sales tax became

effective on November 15, 2006.

Source: Treasury Department
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Collections by Source

The chart below illustrates the composition of Commonwealth Sales Tax collections attributable to sales
made during Fiscal Year 2008-2009 (actual receipts by the Treasury Department from August 2008 thru July
2009). Of the $1.098 billion in collections (under the previous reporting method utilized by the Treasury
Department), approximately 51% 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), 12% from prepared foods, bars and full service restaurants, 12% from
information and telecommunications, 9% from wholesale trade, and 3.9% from manufacturing, among other
categories.

Commonwealth Sales Tax Collections
by Source for Fiscal Year 2008-2009

FY 2008-2009
$1.098 billion
100% 1
90% - Cilleiss, 127 79% Durable Goods
21%Non-Durables

80% - Wholesale Trade, 9% /~ Includes Telephone Services and Cable TV
70% 1 . mld Telecomm. Includes Prepared Foods, Bars and Full Service
60% 12z Restaurants

Food Services, 12% Other Retail
50% - N\ 100% -

/l Auto Parts
1 i @ 00 .
40% 80% _—-I Health & Personal Care Services
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el Mrade > i
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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
Personal
Gross 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 4.73% 4.90% 5.93% 4.76% 0.85%
| 1947-2009 7.75% 7.64% 8.87% 6.73% 8.07%

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 3.8% during this period.

Personal Consumption Expenditures and GNP
(Current Dollars)
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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 $13.1 billion in Fiscal Year
2008-2009, inclusive of one-time U.S. 2008 stimulus law transfers. Over the past twelve years these transfers
have not been affected by economic downturns. The amount of federal transfers to individuals is equal to about
23.6% of personal consumption expenditures in Fiscal Year 2008-2009 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 2009-2010 is $550,264,000. 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 2009-2010 is $200,096,000 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 2009-2010 is $350,168,000. 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 growth 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 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

" Prior to December 2009 the return was due on the 20™ day of the month.
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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. Certain
large merchants and retailers are required to file their return electronically. As of May 2010, the Treasury
Department reports that 86.9% of the collections from the Commonwealth Sales Tax are received electronically,
an increase from 64.5% in December 2006. As of March 2010, 225,915 merchants and retailers were required
to file a monthly return, out of which 61,014 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 (ii) terminate their Merchants’
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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 31% of the Commonwealth Sales Tax is collected by 20 merchants
or retailers that represent a diverse range of businesses. 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 announced 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, the Treasury Department is estimated to
collect approximately 52% of the potential Commonwealth Sales Tax revenues. The Treasury Department
estimates that it will collect in Fiscal Year 2010-2011 an additional $96 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 collected approximately $26.5 million in connection with 59 cases. In May
2010, the Treasury Department began a letter campaign to promote the use of the voluntary disclosure program.
The Treasury Department has sent approximately 2,000 of these letters and expects to send approximately 1,000
letters a week.

The Treasury Department has also implemented programs geared towards the use of technology to
detect noncompliance. For example, the Treasury Department is in the process of integrating its general
computer systems with the sales tax database in order to better detect non-compliance and has implemented a
program whereby Treasury Department officers use hand-held scanning devices to cross-check merchant
licenses with sales tax receipts. As a result of these initiatives, the Treasury Department has collected
approximately $10.3 million in fines and penalties attributable to non-compliance with legal and regulatory
requirements related to the sales tax.

The Treasury Department is focusing its efforts to increase sales tax revenues by improving compliance
in retail transactions. To this end, the Treasury Department undertook a request for proposals procurement
process and selected a vendor to provide a new point-of-sale electronic system that would strengthen its
enforcement efforts. The system was designed to (i) capture a greater percentage of cash sales through the
implementation of a special lottery using sales receipts as lottery tickets and (ii) transmit on a daily basis
information regarding all sales tax transactions to the Treasury Department. This point-of-sale system, which
would be provided to the majority of merchants free of charge, would also have wireless capabilities in order to
capture sales by street vendors. The Treasury Department’s vendor selection process was delayed by a
temporary restraining order issued by the Puerto Rico Court of Appeals in connection with a challenge filed by a
losing bidder. On December 11, 2009, the challenge was dismissed and the temporary restraining order was
lifted. On March 12, 2010, the Treasury Department published a revised request for proposals and on May 5,
2010 received proposals from interested vendors. The Treasury Department is currently reviewing the
submitted proposals and expects to select a vendor in June 2010 and have a contract in place by July 2010. The
first phase of the point-of-sale system is expected to be implemented by November 2010.
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The Treasury Department is also focused on strengthening its enforcement workforce. It has equipped a
call center to be staffed by 150 tax 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.
The Treasury Department is also providing additional training and updated equipment to its auditors in order to
conduct more effective audits. Currently, there are 714 cases under audit and, from July 2009 through April
2010, the Audit Bureau has completed 214 audits and assessed approximately $7.9 million in deficiencies. The
Treasury Department expects to conclude approximately 270 additional audits by July 2010.

The Treasury Department is also increasing staffing levels in its Enforcement and Compliance Bureaus
by approximately 500 employees (including the 150 tax collection agents assigned to the call center mentioned
in the previous paragraph), which should enable it to increase the number of unannounced field audits of
businesses and merchants to ensure greater compliance with Commonwealth Sales Tax requirements. In
February 2009, the Treasury Department resumed unannounced visits to businesses and merchants and currently
makes approximately 2,000 visits per month.

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 No. 7 of March 9, 2009, as
amended (“Act No. 77), 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.

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 and Caguas and is currently working with five other
municipalities that have expressed interest in entering into similar agreements. In April 2010, the Treasury
Department began joint interventions with the municipality of San Juan. These efforts have resulted in 336
visits to merchants and the imposition of $36,000 in fines. In May 2010, the Treasury Department began joint
interventions with the municipality of Caguas.

There can be no assurance that the Treasury Department’s announced enforcement initiatives will be

fully implemented or that, if implemented, they 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.
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THE OFFERED BONDS
General

The Offered Bonds will be dated their date of delivery and will be issued in the aggregate initial
principal amount of $182,190,000. The Offered Bonds will be issued in the principal amounts, bearing interest
at the rates, 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. Interest on the Offered Bonds will accrue from their date of
delivery and will be payable quarterly on each February 1, May 1, August 1 and November 1, until maturity (or
earlier redemption), commencing on November 1, 2010.

The Offered Bonds are issuable as fully registered bonds without coupons in denominations of $5,000
and integral multiples thereof. Interest on the Offered Bonds will be computed on the basis of a 360-day year of
twelve 30-day months. The Offered Bonds will be registered under The Depository Trust Company’s Book-
Entry Only system described below and in Appendix E. Certificated Offered Bonds will not be available for
distribution to investors. Transfers of ownership, and payment on the Offered 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.

The Corporation may issue additional bonds that are senior to the Series 2010 Bonds for the purposes
described in “Additional Bonds, Refunding Bonds and Other Obligations” under SECURITY FOR THE
BONDS. Upon satisfaction of certain conditions contained in the Resolution, the Corporation may issue
additional bonds 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.

Redemption

Optional Redemption of the Offered Bonds. The Offered Bonds are subject to redemption at the option
of the Corporation from any source, including, without limitation, the proceeds of refunding bonds or other
financing provided by the Corporation, in whole or in part, at any time on or after August 1, 2015, at the
redemption prices set forth below, plus accrued interest to the date fixed for redemption:

Redemption Period Redemption Price
August 1, 2015 through July 31, 2016 101.00
August 1, 2016 through July 31, 2017 100.50
August 1, 2017 and thereafter 100.00

Extraordinary Redemption. The Offered Bonds are subject to redemption at the option of the
Corporation prior to their maturity, in whole or in part, upon the occurrence of an Extraordinary Event (defined
below), at a redemption price equal to the principal amount of the Offered Bonds to be redeemed plus accrued
interest to the redemption date, without premium. An “Extraordinary Event” will have occurred if the
Corporation determines that a material adverse change has occurred to Section 54AA or 6431 (or 1400U-2 in
the case of the Series 2010E Bonds) of the Code (as such Sections were added by Section 1531 of the American
Recovery and Reinvestment Act of 2009, pertaining to “Build America Bonds™) or there is any guidance
published by the Internal Revenue Service or the United States Treasury with respect to such Sections or any
other determination by the Internal Revenue Service or the United States Treasury, which determination is not
the result of any act or omission by the Corporation to satisfy the requirements to qualify to receive the federal
subsidy from the United States Treasury, pursuant to which the federal subsidy from the United States Treasury
is reduced or eliminated.
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Notice of Redemption. In the event any Offered 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 any Series of Offered Bonds as described above, to the registered owners of the Offered 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 Offered 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 Offered Bonds or portions thereof so called for redemption at the place or
places of payment, such Offered Bonds or such portion will be redeemed.

The notice of redemption will (a) specify the (i) Offered Bonds or portions thereof to be redeemed,
(i1) 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 Offered Bonds are to be
redeemed, the CUSIP identification numbers, the numbers of the Offered Bonds, and the portions of the Offered
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
Offered Bonds or portions thereof to be redeemed will cease to bear interest.

Any notice of optional redemption of Offered 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 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 and interest on the Offered 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 Offered 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 and premium, if any, and interest on the Offered Bonds (or portions thereof) to be
redeemed, then the Offered Bonds (or portions thereof) so called for redemption will, on the redemption date,
cease to bear interest, and will no longer be deemed outstanding under or be entitled to any benefit or security
under the Resolution.

Use of Federal Subsidy Received with Respect to the Offered Bonds

The Corporation will irrevocably designate the Series 2010D Bonds as “Build America Bonds” subject
to U.S. income taxes (except to bona fide residents of Puerto Rico and Puerto Rico corporations to the extent
described herein). Upon compliance with certain requirements of the Code, the Corporation will receive a
subsidy payment from the federal government equal to 35% of the amount of each interest payment on the
Series 2010D Bonds. This subsidy will be paid directly to the Corporation and not to the holders of the Series
2010D Bonds. The Corporation will use this subsidy exclusively to pay interest on the Series 2010D Bonds.
No assurance can be given by the Corporation of the receipt of such cash subsidy payments. The
Corporation is obligated to make payments of the principal of and interest on the Series 2010D Bonds
whether or not it receives such subsidy payments.

The Corporation will irrevocably designate the Series 2010E Bonds as “Build America Bonds” that are
“Recovery Zone Economic Development Bonds” pursuant to Sections 1400U-2 and 6431 of the Code and as
“Qualified Bonds” pursuant to Section 54AA(g) of the Code, subject to U.S. income taxes (except to bona fide
residents of Puerto Rico and Puerto Rico corporations to the extent described herein). Upon compliance with
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certain requirements of the Code, the Corporation will receive a subsidy payment from the federal government
equal to 45% of the amount of each interest payment on the Series 2010E Bonds. This subsidy will be paid
directly to the Corporation and not to the holders of the Series 2010E Bonds. The Corporation will use this
subsidy exclusively to pay interest on the Series 2010E Bonds. No assurance can be given by the
Corporation of the receipt of such cash subsidy payments. The Corporation is obligated to make
payments of the principal of and interest on the Series 2010E Bonds whether or not it receives such
subsidy payments.

The subsidy payments for the Series 2010D Bonds and the Series 2010E Bonds constitute Build
America Bond Tax Credit Receipts under the Resolution and shall be deposited when received to the credit of
the related Debt Service Account relating to the Series 2010D Bonds and the Series 2010E Bonds. In addition,
the Build America Bond Tax Credit Receipts factor into the calculation of the additional bonds tests described
herein in “Additional Bonds, Refunding Bonds and Other Obligations” under SECURITY FOR THE BONDS.

The Corporation has no obligation to the owners or prospective purchasers of the Offered Bonds to
maintain the status of the Offered Bonds as Build America Bonds. The Code imposes certain requirements that
must be met subsequent to the issuance and delivery of the Offered Bonds in order for the Corporation to
receive the cash subsidy payments. If the Corporation does not comply with these requirements, the
Corporation may not be entitled to receive the cash subsidy payments.

Book-Entry Only System

Appendix E to this Official Statement contains information concerning DTC and DTC’s book-entry only
system. The information contained in Appendix E 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.

The Corporation cannot and does not give any assurances that DTC, DTC Direct or Indirect Participants
will distribute to the Beneficial Owners of the Offered Bonds: (i) payments of principal and interest payments
(including redemption payments) with respect to the Offered Bonds; (ii) confirmation of ownership interest in
the Offered Bonds; or (iii) notices sent to DTC or Cede & Co., its nominee, as the registered owner of the
Offered 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: (i) 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 Offered 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 Offered Bonds;
or (iv) any consent given or other action taken by DTC as registered owner of the Offered Bonds. See Appendix
E - Book-Entry Only System.

SECURITY FOR THE BONDS
General

Pursuant to the Resolution, the Offered Bonds are limited obligations of the Corporation payable solely
from, and secured by a grant of a security interest in, the Pledged Property. The Offered Bonds are subordinate
in payment priority to the Senior Bonds and Parity Obligations and on a parity in payment priority with the First
Subordinate Bonds and First 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 senior to, or on a parity with, or subordinate to, the
Offered Bonds. Only Senior Bonds and the Parity Obligations will be senior to the Offered Bonds.
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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 Offered Bonds or provides credit enhancement, sources of payment or liquidity for such Offered 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 Offered Bonds, together with the interest thereon, are
completely retired and that no amendment to Act91 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
Offered Bonds or provides credit enhancement, sources of payment or liquidity for such Offered 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.

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
(i) 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 Offered 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 mentioned
described in paragraphs (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 Series
2010 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
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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.
Revenues include the subsidy payments received under the Build America Bonds program.

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 Series 2010 Bonds, the Corporation had outstanding $12.5 billion aggregate
initial principal amount of its Sales Tax Revenue Bonds issued under the General Resolution plus $383.5
million accreted on existing capital appreciation bonds as of June 1, 2010. The Corporation’s outstanding bonds
consist of Senior and First Subordinate Bonds.

The Corporation’s Outstanding Senior Bonds, which represent $5.2 billion in aggregate initial principal
amount, consist 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 2008A 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,
and (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.

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

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, 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.

After the issuance of the Series 2010 Bonds, the refunding of the bonds to be refunded with the
proceeds of the Series 2010C Bonds and the repayment of the Series 2010B Bonds, the Corporation’s
Outstanding First Subordinate Bonds will represent $8.3 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 Sales Tax Revenue Bond Resolution adopted by
the Board of Directors of the Corporation on June 24, 2010, and (vi) the Series 2010E Bonds, issued pursuant to
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the Sixteenth Supplemental Sales Tax Revenue Bond Resolution adopted by the Board of Directors of the
Corporation on June 24, 2010.

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 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 First Subordinate Bonds may be issued, and Additional First 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;
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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 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; and

(6) 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) and (4) 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, (II) the purchase of Bonds,
(IIT) 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.

“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
(1) 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
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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

COFINA Operating Expenses

v

’ Senior Bonds and Parity Obligations ‘

Senior Bond Debt Service Reserve*

First Subordinate Bonds and Obligations

First Subordinate Debt Service Reserve*

— Until Accrued 12/15-Month Obligation is Funded

v

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 currently 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).

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
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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. (1) 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 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
(i1) 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
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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.

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 First Subordinate Bonds and First 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.
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RISK FACTORS

Prospective investors should carefully consider the risk factors set forth below regarding an investment
in the Offered 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 Offered Bonds and
does not necessarily reflect the relative importance of various factors. Potential purchasers of Offered 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 Offered 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 Offered Bonds. There can be no
assurance that other risk factors will not become material in the future.

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
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 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 Act 91 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

29



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 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 Series 2010 Bonds, the Secretary of Justice of the Commonwealth (who
acts as attorney general for the Commonwealth) will issue an opinion (the “2010 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. On July 31, 2007, in connection with the issuance of the
initial series of Outstanding Senior Bonds, a prior Secretary of Justice issued an opinion (the “2007 Opinion”™)
reaching substantially the same conclusion. On June 18, 2009, in connection with the issuance of the
Corporation’s Sales Tax Revenue Bonds, First Subordinate Series 2009A, the prior Secretary of Justice also
issued an opinion (the “2009 Opinion”) reaching substantially the same conclusion. On February 9, 2010, in
connection with the issuance of the Series 2010A Bonds, the current Secretary of Justice issued an opinion (the
“2010A Opinion”) reaching substantially the same conclusion.

The Supreme Court of Puerto Rico has not addressed the constitutional issues covered in the 2010
Opinion, the 2010A Opinion, the 2009 Opinion and the 2007 Opinion 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
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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 Series 2010 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, 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 Series 2010 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 Offered 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 Offered Bonds on their
respective maturity or mandatory redemption dates. Any rating of the Offered Bonds is not a recommendation
to purchase, hold or sell such Offered Bonds and such rating will not address the marketabili