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Total debt downgraded amounts to $48 billion; negative outlook maintained

New York, February 19, 2015 -- Moody's Investors Service has downgraded the Commonwealth of Puerto Rico's
general obligation bonds and guaranteed debt to Caa1 from B2, its Sales Tax Financing Corporation (COFINA)
senior and subordinate bonds, respectively, to B3 and Caa1 from Ba3 and B1, and the notes of the Government
Development Bank for Puerto Rico, to Caa1 from B3. Additionally, the Puerto Rico Highway and Transportation
Authority's senior bonds were downgraded to Caa2 from Caa1, while ratings on the Puerto Rico Aqueduct and
Sewer Authority (PRASA) have been affirmed at Caa1, in connection with this action. Other securities affected are
listed at the end of this report. A negative outlook has been maintained for all of Puerto Rico's governmental and
public corporation debt.

SUMMARY RATING RATIONALE

Tax revenue shortfalls attributable to sluggish economic growth may accelerate the depletion of Puerto Rico's
already very narrow liquidity, leaving the commonwealth unprepared to manage substantial growth in debt
payments in the fiscal year starting July 1. Continued liquidity for operations and debt repayment depends on
access to a small lender group. Tax reforms now before the legislature, which are uncertain in their timing and their
results, further signal a rising degree of political risk that could ultimately cause outcomes unfavorable to
bondholders. These factors have increased the probability of default on GDB, GO, COFINA and other central
government debt to a high level, during the next two years. Downgrades of some ratings to Caa2, a notch below
the commonwealth's GO rating, reflect the vulnerability of pledged revenues to a constitutional provision that
provides a claim in favor of general obligation bondholders. At the same time, we see no material increase in risks
associated with PRASA.

OUTLOOK

The outlook for Puerto Rico remains negative. Weakening liquidity and economic deterioration may put increasing
pressure on the commonwealth's credit position in coming months, heightening the risk of default on central
government obligations. Efforts to access the capital market, if successful, may bolster liquidity in the short term
but will not address fundamental economic and fiscal stress. Significant tax reforms may have a longer-term fiscal
benefit, but also signal the difficulty of meeting all obligations in the near term under the current fiscal structure.

WHAT COULD MAKE THE RATING GO UP

• We do not anticipate an upward rating movement at this time

WHAT COULD MAKE THE RATING GO DOWN

• Indications that the commonwealth is actively considering debt restructuring or other strategies that would lead to
default

• Significant further weakening of GDB liquidity

• Decline in revenues caused by economic or other factors

OBLIGOR PROFILE

Puerto Rico is a territory of the United States. It has issued general obligation bonds, subject-to-appropriation
bonds, pension funding bonds, sales tax revenue bonds and bonds backed by revenues of public utilities and
authorities.

LEGAL SECURITY



This action affects many of the commonwealth's securities, including the GO debt, which is a full faith and credit
obligation of the commonwealth.

USE OF PROCEEDS

Not applicable.

RATINGS AFFECTED

Downgraded to B3

-COFINA Senior (from Ba3)

-Puerto Rico Industrial Development Corp (PRIDCO, from Ba3)

Downgraded to Caa1

-General Obligation and guaranteed debt (from B2)

-Government Development Bank Notes (from B3)

-Municipal Finance Agency (from B3)

-COFINA Subordinate (from B1)

Downgraded to Caa2

-Appropriation debt (from B3)

-Employees Retirement System Pension Bonds (from B3)

-Infrastructure Financing Authority (from B3)

-Convention Center District Authority (from Caa1)

-Highway Transportation Authority Senior (from Caa1)

Affirmed at Caa1

-Aqueduct and Sewer Authority (Caa1)

Affirmed at Caa2

-Highway and Transportation Authority Subordinate (Caa2)

RATING METHODOLOGIES

The principal methodology used in rating the Commonwealth of Puerto Rico, Puerto Rico Municipal Finance
Agency, Puerto Rico Highway & Transportation Authority, Puerto Rico Aqueduct and Sewer Authority, Puerto
Rico Infrastructure Financing Authority, Government Development Bank for Puerto Rico, Convention Center
District Authority, and Puerto Rico Public Finance Corporation debt was US States Rating Methodology published
in April 2013.

The additional methodology used in rating the Puerto Rico Highway & Transportation Authority debt, the Puerto
Rico Infrastructure Financing Authority debt, and the Puerto Rico Convention Center District Authority debt was
US Public Finance Special Tax Methodology published in January 2014.

The additional methodology used in rating the Puerto Rico Aqueduct and Sewer Authority was US Municipal Utility
Revenue Debt published in December 2014.

The additional methodology used in rating the Puerto Rico Public Finance Corporation debt was The
Fundamentals of Credit Analysis for Lease-Backed Municipal Obligations published in December 2011.

The principal methodology used in rating the Puerto Rico Sales Tax Financing Corporation debt and the Puerto
Rico Industrial Development Company debt was US Public Finance Special Tax Methodology published in



January 2014. An additional methodology used in this rating was US States Rating Methodology published in April
2013. Please see the Credit Policy page on www.moodys.com for a copy of these methodologies.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
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