OFFERING CIRCULAR

The Republic of Costa Rica
US$500,000,000 4.375% Notes due 2025
US$500,000,000 5.625% Notes due 2043

The Republic of Costa Rica (the “Republic”) is offering US$500,000,000 aggregate principal amount of 4.375% Notes
due 2025 (the “Notes due 2025") and US$500,000,000 aggregate principal amount of 5.625% Notes due 2043 (the “Notes due
2043,” and each of the Notes due 2025 and the Notes due 2043 being referred to herein asa“ Series’ of Notes and collectively as
the“Notes”).

Interest on the Notes will be payable semi-annually in arrears on April 30 and October 30 of each year, commencing on
October 30, 2013. The Notes due 2025 will mature on April 30, 2025 and the Notes due 2043 will mature on April 30, 2043.
The Notes are not redeemabl e prior to maturity.

The Notes will constitute general, direct, unsecured and unconditional obligations of the Republic and will rank pari
passu in right of payment, without any preference among themselves, with al unsecured and unsubordinated obligations of the
Republic relating to Public External Indebtedness (as defined under “ Terms and Conditions of the Notes—Definitions’) of the
Republic. The Republic has pledged itsfull faith and credit for the due and punctual payment of all amounts due in respect of the
Notes.

The Notes will contain provisions, commonly known as “collective action clauses,” regarding acceleration and voting
on future amendments, modifications and waivers. Under these provisions, which are described in the sections entitled “ Terms
and Conditions of the Notes—Events of Default” and “—M odifications, Amendments and Waivers,” the Republic may amend
the payment provisions of a Series of Notes and certain other terms with the consent of the holders of 75% of the aggregate
outstanding amount of such Series of Notes.

Except as described herein, payments on the Notes will be made without deduction for or on account of withholding
taxes imposed by the Republic to the extent set forth under “Terms and Conditions of the Notes—Additional Amounts.”
Application has been made to list the Notes on the Official List of the Luxembourg Stock Exchange and to have the Notes
admitted to trading on the Euro MTF Market. This Offering Circular constitutes a prospectus for the purpose of the Luxembourg
Law dated July 10, 2005 on prospectuses for securities, as amended.

See " Risk Factors’ beginning on page 8 regarding certain risk factorsyou should consider
beforeinvesting in the Notes.

IssuePrice:
Notes due 2025: 100%
Notes due 2043: 100%
in each case, plus accrued interest, if any, from April 30, 2013

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended (the
“Securities Act”). The Notes may not be offered or sold within the United States or to U.S. persons except to qualified
institutional buyers in reliance on the exemption from registration provided by Rule 144A under the Securities Act and to certain
persons in offshore transactions in reliance on Regulation S under the Securities Act. You are hereby notified that sellers of the
Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A under the
Securities Act.

Delivery of the Notes will be made on or about April 30, 2013 only in book-entry form through the facilities of The
Depository Trust Company (“DTC”) and its direct and indirect participants, including Euroclear Bank S.A/N.V., as operator of
the Euroclear System (“Euroclear”) and Clearstream Banking, société anonyme (“ Clearstream”), against payment in New Y ork,
New York.

Joint Book-Running Managers

Barclays Deutsche Bank Securities

The date of this Offering Circular is April 23, 2013
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE REPUBLIC AND THE TERMS AND CONDITIONS OF THE OFFERING,
INCLUDING THE MERITSAND THE RISKSINVOLVED.

You should rely only on the information contained in this document or to which we have referred
you. We have not authorized anyone to provide you with information that is different. This document may
only be used whereiit is legal to sell these Notes. The information in this document may only be accurate on
the date of this document.

This Offering Circular may only be used for the purposes for which it has been published.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN
APPLICATION FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF
THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY ISEFFECTIVELY REGISTERED
OR A PERSON ISLICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES
A FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY
DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANSTHAT THE SECRETARY OF STATE OF NEW HAMPSHIRE
HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR
RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT ISUNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT, ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THISPARAGRAPH.



NOTICE TO INVESTORS

The Notes will be issued in registered form only. Notes sold in offshore transactions in reliance on
Regulation S under the Securities Act (“Regulation S’) will be represented by one or more permanent globa notes
in fully registered form without interest coupons (the “Regulation S Global Note”) deposited with a custodian for,
and registered in the name of a nominee of, The Depository Trust Company (“DTC") for the respective accounts at
DTC as such subscribers may direct. Notes sold in the United States to qualified institutional buyers (each a
“qualified institutional buyer”) as defined in, and in reliance on, Rule 144A under the Securities Act (“Rule 144A™)
will be represented by one or more permanent global notes in fully registered form without interest coupons (the
“Restricted Global Note” and, together with the Regulation S Global Note, the “Globa Notes”) deposited with a
custodian for, and registered in the name of a nominee of, DTC for the respective accounts at DTC as such
subscribers may direct. Beneficia interests of DTC participants (as defined under “Book-Entry Settlement and
Clearance”) in the Global Notes will be shown on, and transfers thereof between DTC participants will be effected
only through, records maintained by DTC and its direct and indirect participants, including Euroclear and
Clearstream, if applicable. See “Book-Entry Settlement and Clearance.” Except as described herein, definitive Notes
will not be issued in exchange for beneficia interests in the Globa Notes. See “Terms and Conditions of the
Notes—Form, Denomination and Title,” For restrictions on transfer applicable to the Notes, see “Transfer
Restrictions” and “Plan of Distribution.”

The Republic has taken reasonable care to ensure that the information contained in this Offering Circular is
true and correct in al material respects and not misleading as of the date hereof, and that, to the best of the
knowledge and belief of the Republic, there has been no omission of information which, in the context of the issue
of the Notes, would make this document as awhole or any such information misleading in any material respect. The
Republic accepts responsibility accordingly.

This Offering Circular does not constitute an offer by, or an invitation by or on behalf of, the Republic,
Barclays Capital Inc. or Deutsche Bank Securities Inc. (Deutsche Bank Securities Inc., together with Barclays
Capital Inc., the “Initial Purchasers’) to subscribe to or purchase any of the Notes. Each recipient of this Offering
Circular shall be deemed to have made its own investigation and appraisal of the financia condition of the Republic.
The distribution of this Offering Circular or any part of it and the offering, possession, sale and delivery of the Notes
in certain jurisdictions may be restricted by law. Persons into whose possession this Offering Circular comes are
required by the Republic and the Initial Purchasers to inform themselves about and to observe any such restrictions.
See “Plan of Distribution” and “ Transfer Restrictions” for a description of further restrictions on the offer, sae and
delivery of Notes and on distribution of this Offering Circular and other offering materia relating to the Notes.

Each person purchasing Notes pursuant to Rule 144A will be deemed to have:

o represented that it is purchasing the Notes for its own account or an account with respect to which it
exercises sole investment discretion and that it or such account is a quaified institutional buyer (as
defined in Rule 144A); and

e acknowledged that the Notes have not been and will not be registered under the Securities Act or any
state securities laws and may not be reoffered, resold, pledged or otherwise transferred except as
described under “ Transfer Restrictions.”

Each purchaser of Notes sold outside the United Statesin reliance on Regulation S will be deemed to have
represented that it is not purchasing Notes with a view to distribution thereof in the United States. Each person
purchasing Notes pursuant to Rule 144A a so acknowledges that:

e it has been afforded an opportunity to request from the Republic and to review, and it has received, al
additiona information considered by it to be necessary to verify the accuracy of the information
herein;

e it has not relied on the Initia Purchasers or any person affiliated with the Initiadl Purchasers in
connection with its investigation of the accuracy of the information contained in this Offering Circul ar
or itsinvestment decision; and



e no person has been authorized to give any information or to make any representation concerning the
Republic or the Notes other than those contained in this Offering Circular and, if given or made, such
information or representation should not be relied upon as having been authorized by the Republic or
the Initial Purchasers.

IN CONNECTION WITH THISISSUE OF NOTES, EACH INITIAL PURCHASER MAY, ITSELF
OR THROUGH ITS AFFILIATES, OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVEL WHICH MIGHT NOT
OTHERWISE PREVAIL IN THE OPEN MARKET, TO THE EXTENT PERMITTED BY APPLICABLE
LAWS. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

DEFINED TERMSAND CONVENTIONS

All references in this Offering Circular to “Costa Rica” or the “Republic” are to the Republic of Costa Rica
and all references to the “Government” are to the Central Government of Costa Rica.

References to “hbillions” are to thousands of millions. Certain amounts included in this Offering Circular
have been subject to rounding adjustments; accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures which precede or follow them.

e “Consolidated public sector deficit” means the aggregate of the Government fiscal deficit, the deficit
of the Banco Central de Costa Rica (the “Central Bank”), and the financia results of other
non-financial public sector institutions.

» “Government fiscal deficit” means the difference between the total expenses incurred by the
Government and the legislative and judicia branches of the Republic and the total revenues received
by the Government.

*  “Vaue added” in respect to exports means the difference between the value of fina goods exported
and the value of the raw materials and intermediate goods used to produce the final goods exported.

*  “Non-traditiona products’ are products other than coffee, bananas, sugar and beef, and include non-
traditional agricultural products such as vegetables, fruits, roots, medicinal and decorative plants as
well as manufacturing, including light manufacturing and textiles.

 Measures of distance herein are stated in miles, each of which is equal to approximately 1.609
kilometers. Measures of area herein are stated in square miles, each of which is equal to approximately
2.59 sguare kilometers, or in hectares, each of which is equal to approximately 2.47 acres.

Presentation of Financial and Economic Information
Thefisca year of the Government commences on January 1 and ends on December 31 of each year.

The Republic’s official financia and economic statistics are subject to a three-year review process by the
Central Bank and the Ministerio de Hacienda (the “Ministry of Finance”), during which time such information may
be adjusted or revised. As aresult, the information and data contained in this Offering Circular for 2010, 2011 and
2012, and any figures for 2013, must be considered preliminary and subject to further revision. The Government
believes that this process is substantially similar to that undertaken by industrialized nations. The Government does
not expect revisions to be material, although there is no assurance that material changes will not be made.

Certain satistica information reported herein has been derived from official publications of, and
information supplied by, among others, the Central Bank, the Ministry of Finance, the Institute Nacional de
Estadistica y Censos (the “Nationa Institute of Statistics’), the Superintendencia General de Entidades Financieras
(Genera Superintendency of Financia Institutions, or “SUGEF") and the Superintendencia General de Valores
(Superintendency of Securities, or “SUGEVAL").



Currency of Presentation and Exchange Rate

Unless otherwise specified or the context requires, references to “dollars,” “U.S. dollars,” “US$” and “$”
are to United States dollars. References herein to “colones’ and “¢” are to Costa Rican colones. Trandations of
colones to dollars have been made only for the convenience of the reader at various exchange rates and should not
be construed as a representation that the amounts in question have been, could have been or could be converted into
U.S. dollars at any particular rate or at al. Historical amounts trandated into U.S. dollars or colones have been
converted at historical average rates of exchange for the periods indicated, unless otherwise stated. References
herein to “real GDP” and to “constant colones’ are to constant 1991 colones. The average interbank rate for the sale
of U.S. dollars for colones at the close of business on April 19, 2013 was ¢504.4 = US$1.00, as reported by the
Central Bank.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-looking statements (as such term is defined in the
Securities Act) concerning the Republic. These statements are based upon beliefs of certain government officials
and others as well as a number of assumptions and estimates, which are inherently subject to significant
uncertainties, many of which are beyond the control of the Republic. Future events may differ materially from those
expressed or implied by such forward-looking statements. Such forward-looking statements are principally
contained in the sections “Summary,” “Republic of Costa Rica” “The Costa Rican Economy,” “Baance of
Payments and Foreign Trade,” “Monetary System,” “Public Sector Finances’” and “Public Sector Debt.” In addition,
in those and other portions of this Offering Circular, the words “anticipates,” “believes,” “contemplates,”
“estimates,” “expects,” “plans,” “intends,” “projections’ and similar expressions, as they relate to the Republic, are
intended to identify forward-looking statements. Such statements reflect the current views of the Republic with
respect to future events and are subject to certain risks, uncertainties and assumptions. The Republic undertakes no
obligation publicly to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. In light of these risks and uncertainties, there can be no assurances that the events
described or implied in the forward-looking statements contained in this Offering Circular will in fact occur.



ENFORCEMENT OF CIVIL LIABILITIES

The Republic is a sovereign state. Consequently, it may be difficult for investors to obtain or redize in the
United States or elsewhere upon judgments against the Republic. To the fullest extent permitted by applicable law,
the Republic will irrevocably submit to the non-exclusive jurisdiction of any New York State or U.S. federa court
sitting in the City of New York, and any appellate court thereof, in any suit, action or proceeding arising out of or
relating to the Notes or the Republic’s failure or alleged failure to perform any obligations under the Notes (a
“Related Proceeding,” which term shall exclude claims or causes of action arising under the federal securities laws
of the United States or any state securities laws), and the Republic will irrevocably agree that al claimsin respect of
any such Related Proceeding may be heard and determined in such New York State or U.S. federa court. The
Republic will irrevocably waive, to the fullest extent it may effectively do so, the defense of an inconvenient forum
to the maintenance of any Related Proceeding and any objection to any Related Proceeding whether on the grounds
of venue, residence or domicile. To the extent that the Republic has or hereafter may acquire any sovereign or other
immunity from jurisdiction of such courts with respect to a Related Proceeding (whether through service of notice,
attachment prior to judgment, attachment in aid of execution, execution or otherwise), the Republic has, to the
fullest extent permitted under applicable law, including the U.S. Foreign Sovereign Immunities Act of 1976, as
amended (the “Immunities Act”) irrevocably waived such immunity in respect of any such Related Proceedings;
provided, however, that under the Immunities Act, it may not be possible to enforce in the Republic a judgment
based on such a U.S. judgment, and that under the laws of the Republic, the property and revenues of the Republic
are exempt from attachment or other form of execution before or after judgment. See “ Terms and Conditions of the
Notes—Governing Law and Jurisdiction.”

Notwithstanding the preceding paragraph, the Republic has not consented to service or waived sovereign
immunity with respect to actions brought against it under the U.S. federal securities laws or any state securities laws.
In the absence of a waiver of immunity by the Republic with respect to such actions, it would not be possible to
obtain ajudgment in such an action brought in aU.S. court against the Republic unless such court were to determine
that the Republic is not entitled under the Immunities Act to sovereign immunity with respect to such action.
Further, even if a U.S. judgment could be obtained in any such action under the Immunities Act, it may not be
possible to enforce in the Republic a judgment based on such a U.S. judgment. Execution upon property of the
Republic located in the United States to enforce a U.S. judgment may not be possible except under the limited
circumstances specified in the Immunities Act.



SUMMARY

The following summary does not purport to be complete and is qualified in its entirety by, and is subject to,
the detail ed information appearing elsewhere in this Offering Circular.

The Republic of Costa Rica
General

Costa Rica, which is located in Central America, is a stable constitutional democracy whose standard of
living ranks among the highest in Latin America. Costa Rica has had uninterrupted democratically elected
governments since 1949. In 2012, Costa Rica's gross domestic product (“GDP”) was US$45.0 billion and its GDP
per capita was US$9,665, the highest in Central America according to the International Monetary Fund. In 2011,
Costa Rica's GDP was US$41.0 billion and its GDP per capita was US$8,676. According to the United Nations
Development Program’s 2013 Human Development Report, the Republic is ranked fifth in Latin America on the
Human Development Index, a measure of quality of life based on longevity, educational attainment, economic
index, and standard of living.

Costa Rica is geographically located in Centra America, bordered by Nicaragua to the north, Panama to
the southeast, the Pacific Ocean to the west, and the Caribbean Seato the east. The current President of Costa Rica,
Laura Chinchilla Miranda, is serving a four-year term which expires on May 8, 2014. Mrs. Chinchilla Miranda was
elected by popular vote in February 2010. See “Republic of Costa Rica—Government and Political Parties.”

Costa Rica’s Historical Highlights

e Political, economic and social stability. The Government has continued to implement policies
designed to maintain political stability, promote economic growth and advance socia
development. As a result of these policies, the country’s economy has grown steadily at an
average rate of 5% over the last 10 years, the country has one of the lowest poverty ratesin Latin
America at 21.6% of the population, heath services have been provided to every citizen, and the
country has experienced uninterrupted democratically elected governments since 1949. As of
2012, approximately 52% of public expenditures were directed to social services.

e Proven monetary policy. Since the mid-1980's, Costa Rica has continued to liberaize its
economy. Beginning in 2006, the Central Bank transitioned out of the crawling peg regime and
into a managed floating exchange regime with bands, targeting inflation to be within the Central
Bank’ s target band of 4.0 to 6.0%.

e Sound fiscal performance. In 2004, the Government implemented a fiscal consolidation process
that achieved a decrease of Government debt of 16 percentage points of GDP in 4 years, from 41%
of GDP in 2004 to 25% in 2008. In 2009, Costa Rica implemented an expansionary policy to
mitigate the effects of the global financia crisis. Since 2011, the Government has implemented
strict expenditure restraint policies. Through the combination of its income and expenditure
policies, the Government has contained the fisca deficit at manageable levels.

e Commitment to foreign trade and foreign investment. After the debt crisis in the early 1980s,
Costa Rica transitioned out of the import-substitution growth model into an export-led
development model based on international economic integration, export diversification and
foreign direct investment. These policies have enabled Costa Rica to diversify its trade portfolio
by destination and by products. Today, Costa Rica hosts a number of large internationa
companies, such as Intel, IBM, Proctor & Gamble, UPS and DHL. Costa Rica's literacy rate,
which is the highest in Central America, strong educationa system, strategic geographic location,
and political, economic and socia stability contribute to its global competitiveness in international
commerce.

e Global pioneer in environmental awareness. Costa Rica is highly committed to sustainable
devel opment, through two main initiatives. (a) becoming a carbon-neutra country by 2021 and (b)
maximizing its energy production through renewable sources. Today, 93% and 78% of electricity




comes from renewable and hydroelectric sources, respectively, and 25% of the territory in Costa
Ricais environmentally protected areas.

e Commitment to education. Since the 19™ century, elementary education in Costa Rica has been
mandatory and publicly funded. The Constitution mandates that beginning in 2014 a minimum of
8% of GDP be invested in the education system, an increase from the current requirement of 6%
of GDP. The Government is also focused on improving secondary and tertiary education in order
to enhance the technical skills of the population to match demand for workers in the science and
technology fields.

Economic Performance and Diversification

CostaRica srea GDP increased at an average annual rate of 3.3% from 2008 to 2012. Real GDP increased
by 4.4% in 2011, and accelerated to 5.1% in 2012, primarily dueto an increase in prices of Costa Rican exports.

During the past 25 years Costa Rica has diversified its economy as strong growth in the manufacturing and
tourism sectors has supplemented its historical production of agricultural goods. It has diversified its exports,
attracted investment in high value added manufacturing and promoted tourism based primarily on the country’s
environmental diversity. The principa sectors of the Costa Rican economy are industrial manufacturing and high-
technology; wholesale and retail commerce and hotels and restaurants (which includes substantial proceeds from
tourism); agriculture, forestry and fishing; and community, social and personal services.

As a result of diversification, the composition of Costa Rica's exports has changed substantialy, with
industrial exports increasing significantly. In 2012, industria exports (including the value added by exports from
free trade zone and in-bond industries) represented approximately 78% of Costa Rica's total exports, while
agricultural exports represented approximately 22% of total exports. Free trade zone and in-bond industries are
commercia and industrial businesses that are located in designated “free trade” zones and that are entitled to certain
tax, fisca, tariff and other benefits. In-bond industries are allowed to introduce goods into the country without
paying duties temporarily while the goods are subject to transformation processes, repair, reconstruction,
installation, assembly or incorporation into sets, machinery or transportation equipment and are ultimately exported.

Balance of Payments

At December 31, 2012, Costa Rica s capital account surplus exceeded its current account deficit, resulting
inaUS$2.1 billion increase in the Central Bank’ s net international reserves. Net international reserves of the Central
Bank stood at US$6.9 billion at December 31, 2012, representing the equivalent of approximately 4.6 months of
imports. The increase in the capital account surplus and net international reserves was primarily due to inflows
during the fourth quarter of 2012 resulting from the purchase by foreign investors of colones-denominated debt
instruments and the net proceeds of the Republic’s US$1 billion 4.250% Notes due 2023 (the “Notes due 2023”) in
November 2012. At December 31, 2011, Costa Rica's capita account surplus exceeded its current account deficit,
resulting in a US$132.4 million increase in the Central Bank’s net internationa reserves, which stood at US$4.8
billion at December 31, 2011, representing approximately 4.5 months of imports.

Historically, Costa Rica was significantly dependent on the export of four traditional agricultural goods:
coffee, bananas, sugar and beef. Today, the country exports over 3,000 different products. The number of
agricultural goods sold abroad, such as watermelons, pineapples, melons, potatoes and ornamental plants, has
increased. In addition, Costa Ricais exporting high-technology products, such as computers, medicines and medical
equipment, and services provided by shared services centers, which together accounted for approximately 38.2% of
Costa Rica stotal exports for 2012.

Costa Rica has also diversified the geographic markets to which it exports during the past decade. Its
exports are directed to approximately 130 countries around the world. In 2012, approximately 39.2% of CostaRica's
exports were sent to the United States, 18.2% to the European Union, 14.0% to Centra America, 13.0% to Asia,
6.0% to other Latin American countries and 9.6% to various other countries. Costa Rica's foreign trade depends
largely on the United States, the European Union and other Central American economies, given that approximately
71.5% of its exports go to these areas.




Monetary Policy

Costa Rica's inflation rate was 13.9% during 2008, primarily as a result of increases in international
commaodity pricesin the first half of the year. As aresult of the dowdown in the Costa Rican economy that occurred
following the global financial crisis that began in the fourth quarter of 2008 and the decrease in commodity pricesin
2009, the inflation rate declined to 4.0% in 2009. The inflation rate increased to 5.8% during 2010, primarily due to
therise in the international prices of oil and food and a rebound of economic activity. The inflation rate decreased to
4.7% during 2011, primarily because of a decline in the international price of ail. In 2012, the inflation rate was at
4.6%, within the Central Bank’s target band of 4.0 to 6.0%, primarily due to the actions of the Central Bank aimed
at improving monetary control, the relative stability of the exchange rate and reduced inflationary pressures from
external sources.

Costa Rica s currency, the col6n, depreciated by 9% in 2008 to 550.1 colones to US$1.00, primarily due to
the global financid crisis. In 2009, asthe global financia crisisintensified, the exchange rate again depreciated by
9% to 558.7 colonesto US$1.00. In 2010, the exchange rate appreciated by 8.3% to 525.8 colonesto US$1.00,
mainly as aresult of theimprovement in the financial account of the balance of payments and an increasein foreign
direct investment. In 2011 and 2012, the exchange rate remained relatively stable at an average of 505.7 and 502.9
colones to US$1.00, respectively, close to the lower limit of the exchange-rate target band 500 colones per US$1.00
set by the Central Bank.

Fiscal Policy

At December 31, 2012, the Government’s fisca deficit totaled US$2.0 hillion, or 4.4% of GDP. At
December 31, 2012, the Government’s fiscal deficit reflected total expenditures of US$8.5 hillion and revenues of
US$6.5 billion. As of March 31, 2013, the Government registered a fiscal deficit equal to US$0.7 billion, equivalent
to 1.4% of estimated annua GDP. The Government’s fiscal deficit as of March 31, 2013 reflected total
expenditures of US$2.4 billion and total revenues of US$1.7 hillion.

The Government is implementing a comprehensive fisca strategy to further increase competitiveness,
including: (a) executing strict policies to restrain current expenditures by limiting government hiring and limiting wage
increases to match expected inflation; (b) safeguarding public investment and socia spending through productive
investment projects using innovative financing, and enacting measures to maintain current levels of social expenditure;
(c) strengthening the fight against tax evasion, tax elusion and contraband, increasing fiscal transparency and training
judges and prosecutors to better understand and fight tax crimes; (d) expanding financing options for the Government
with the goal of expanding its investor base and lowering borrowing costs; and (€) encouraging anational dia ogue with
all stakeholders to reach a consensus on ways to strengthen the finances of the public sector.

Public Debt

Government debt reached US$7.0 billion in 2008 (24.7% of GDP), US$8.2 hillion in 2009 (27.2% of GDP),
US$10.9 hillion in 2010 (29.2% in 2010), US$12.5 hillion in 2011 (30.9% of GDP), and US$15.7 billion in 2012
(35.4% of GDP). Government debt increased from 2008 to 2012 mainly due to an expansion of the fiscal deficit as
the Government pursued an expansionary fiscal policy to mitigate the effects of the global financial crisis that
started in the fourth quarter of 2008 and to support the Government’s growth strategy. In addition to the incurrence
of Government debt to finance the fiscal deficit, the increase in Government indebtedness in 2012 compared to 2011
reflected the receipt of proceeds from the issuance by the Republic of its Notes due 2023 in November 2012, which
proceeds have been and will continue to be used during the first half of 2013 to refinance maturities of domestic and
external Government debt. Government debt contributed the largest share to total public sector debt, averaging
65.9% of total debt over the period from 2008 to 2012.




SELECTED ECONOMIC INDICATORS

(in millions of US dollars, except where noted)
For theyear ended and at December 31,

2008 2009 2010 2011 2012
Economic Data
GDP
Real GDP % change from prior year ........c..ccceeu... 2.7% (1.00% 5.0% 4.4% 5.1%
NOMINA GDP ..o $29,835 $29,375 $36,235 $40,867  $45,015
Consumer Price Index (% change)
End of period ......cccceevevverinc e 13.9% 4.0% 5.8% 4.7% 4.6%
Industrial production price index (% change)
SR e AT« I 20.6% (1.0)% 4.1% 8.1% 3.6%
Unemployment Rate® ..........coooovveemeeeeeseeseeeresenenn. 4.9% 7.8% 7.3% 7.7% 7.8%
Balance of Payments Data
Current account BalanCe..............oveeeveevereeeeeereeeee s, $(2,787) $(576)  $(1.281)  $(2203)  $(2,341)
Merchandise trade balance...............cccceevveeveveeerienenn. (5,013) (2,039) (3,440) (5,151) (5,309)
EXPOrtS (f.0.0.) wovvvveceeeeeeceeeee e 9,555 8,838 9,516 10,383 11,442
IMPONS (F.0.0.) vt (14,569) (10,877) (12,956) (15,534) (16,752
Servicetrade balance, NEt ...........cccveeeevecveceeeeesins 2,201 2,188 2,537 3,193 3,525
Rent trade balance, Net............c..coceevevveeeneseeseeerienenens (417) (1,084) (745) (567) (886)
Current transfers balance, Net ...........o.cceeevvveeveeveneennnne. 442 359 366 323 329
Capital and financia account balance.............co.coe..... 2,487 707 1,986 2,556 4,384
Changein Central Bank’sinternational reserves®......... 348 (260) (561) (132) (2,110
Net international reserves of the banking system........... 3,605 4,749 5,250 4,738 6,324
Net international reserves of the Centra Bank ............... 3,799 4,066 4,627 4,756 6,857
Import coverage reserves (months of imports) .............. 39 5.7 35 4.9 6.0
Public Finance
Central Government
TOtal REVENUE.......ecveeeeeeveeeeee et $4,731 $4,121 $5,219 $5,981 $6,506
Total EXPENItUre ......ccccveveveeeeeeereieeeeesie s 4,675 5121 7,087 7,652 8,501
Primary balanCe.........ccoveeveveeirereeeeee e 702 (371) (1,103 (783) (1,057)
%0 Of GDP ..o 2.4% (1.3)% (3.0)% (1.9)% (23)%
Overall DAlanCe.........cc.vveeveeveeeeeeeeeeeeeeeereesee s 56 (999) (1,867) (1,672) (1,995)
%6 OF GDP ..o 0.2% (3.4)% (5.2% (4.1)% (4.4)%
Consolidated Public Sector balance®..................... 136.0  (1,1456) (21799)  (2,296.7) N.A.
%0 Of GDP ..o 0.5% (3.9% (6.0)% (5.6)% N.A.
Public Debt
Central Government
External debt $2,050 $1,727 $2,227 $2,007 $2,720




% of GDP 7.2%
Domestic debt 4,984
% of GDP 17.5%
Total Public Sector
External debt $3,410
% of GDP 12.0%
Domestic debt 7,795
% of GDP 27.4%

(1) Figures prior to 2010 are not comparable to figures from 2010 and thereafter because of a change in methodol ogy,

5.8%
6,424
21.4%

$3,346
11.2%

9,315
31.1%

primarily the inclusion of additional data, by the Nationa Institute of Statistics.

(2) A positive number represents a decrease in international reserves and a negative number represents an increase in

international reserves.

(3) Includes the Centra Government, public enterprises and the Central Bank.

Sources: Ministry of Finance and Central Bank of Costa Rica

6.0%
8,624
23.2%

$3,917
10.5%
12,119
32.5%

4.9%
10,483
25.8%

$3,959

9.7%
14,939
36.8%

6.1%
13,024
29.2%

$4,786
10.7%
18,320
41.1%




ISSUE PICE.....oeiietiii e

Withholding Tax; Additional Amounts.

Negative Pledge and Certain Covenants

THE OFFERING

The Republic of CostaRica.

For the Notes due 2025: US$500,000,000 aggregate principal
amount.

For the Notes due 2043: US$500,000,000 aggregate principal
amount.

For the Notes due 2025:100% of the principa amount of the
Notes due 2025;

For the Notes due 2043: 100% of the principal amount of the
Notes due 2043;

in each case, plus accrued interest, if any, from April 30, 2013.

April 30, 2013.

For the Notes due 2025: April 30, 2025.

For the Notes due 2043: April 30, 2043.

The Notes due 2025 will bear interest from April 30, 2013 at the
rate of 4.375% per annum payable semi-annually in arrears on
April 30 and October 30 of each year, commencing on October
30, 2013.

The Notes due 2043 will bear interest from April 30, 2013 at the
rate of 5.625% per annum payable semi-annually in arrears on
April 30 and October 30 of each year, commencing on October
30, 2013.

Principal of and interest on the Notes are payable by the
Republic without withholding or deduction for or on account of
taxes imposed by Costa Ricato the extent described herein. In
the event that the Republic is required by law to deduct or
withhold taxes, duties, assessments or governmental charges, the
Republic will pay additional amounts as necessary to enable
holders of Notes to receive such amounts after such deduction or
withholding as they would have received absent such deduction
or withholding, subject to certain exceptions. See “Terms and
Conditions of the Notes—Additional Amounts.”

The Notes will constitute general, direct, unconditional and
unsecured Public External Indebtedness (as defined herein) of
the Republic and will rank pari passu, without preference
among themselves, with all unsecured and unsubordinated
obligations of the Republic, present and future, relating to Public
Externa Indebtedness (as defined herein) of the Republic. See
“Terms and Conditions of the Notes—Status of the Notes.”

The Terms and Conditions of the Notes contain certain
covenants and restrictions on the creation or subsistence of any
Security (as defined herein) securing Public Externd
Indebtedness, with certain exceptions. See “Terms and
Conditions of the Notes—Negative Pledge” and “—Covenants.”




Use Of ProCeEAS......cccvevveere e The cash proceeds from the issuance and sa e of the Notes (net
of the commissions payable by the Republic to the Initial
Purchasers and the net expenses payable by the Republic) will
be approximately US$999,350,000. The proceeds from the
issuance and sale of the Notes will be used by the Republic for
the refinancing of domestic and external indebtedness of Costa
Rica

Collective Action ClauSES..........ccoveveeieeeeneeeesinenns The Notes will contain provisions, commonly known as
“collective action clauses,” regarding acceleration and voting on
future amendments, modifications and waivers. Under these
provisions, which are described in the sections entitled “ Terms
and Conditions of the Notes—Events of Default” and
“—M odifications, Amendments and Waivers,” the Republic
may amend the payment provisions of a Series of Notes and
certain other terms with the consent of the holders of 75% of the
aggregate outstanding amount of such Series of Notes.

FOrm Of NOES......ovvvveicec e The Notes will beissued in the form of global notes without
coupons, registered in the name of a nominee of The Depository
Trust Company and for the accounts of its direct and indirect
participants, including Euroclear and Clearstream.

DenoMINGLiONS........ccveviereeiineese e e Each Note will beissued in minimum denominations of
US$200,000 and integral multiples of US$1,000 in excess
thereof.

FUthEr ISSUES.......ccvveeeiiicc et The Republic may, without the consent of the holders of the

Notes, create and issue additional notes having the same ranking
and the same interest rate, maturity and other terms as the Notes
(or the same except for the amount of the first interest payment
and the issue price), so that such additiona notes may be
consolidated and form a single series with the applicable Series
of Notes, provided that such additional notes do not have, for
purposes of U.S. federa income taxation (regardl ess of whether
any holders of such notes are subject to U.S. federd laws), a
greater amount of origina issue discount than the Notes of such
Series have as of the date of issuance of such additional notes.

[ ES 1o TS Application has been madeto list the Notes on the Official List
of the Luxembourg Stock Exchange and to have the Notes
admitted to trading on the Euro MTF Market.

GOVENING LAW ...t The Notes shall be governed by, and construed in accordance
with, the laws of the State of New Y ork, United States of
America, except that all matters concerning authorization and
execution by the Republic will be governed by the laws of the

Republic.
Fiscal Agent, Principal Paying Agent, Registrar
and Transfer Agent ........cccccvveevicieenieene e The Bank of New Y ork Mellon
Luxembourg Transfer and Paying Agent.................. The Bank of New Y ork Mellon (Luxembourg) S.A.




RISK FACTORS

This section describes certain risks associated with investing in the Notes. You should consult your
financial and legal advisors about the risk of investing in the Notes. Costa Rica disclaims any responsibility for
advising you on these matters.

Risk Factors Relating to Costa Rica

Costa Rica is an independent sovereign state and accordingly it may be difficult to obtain or enforce
judgments against it.

Costa Rica is an independent sovereign state. As a result, it may be difficult or impossible for investors to
obtain or enforce judgments against Costa Rica whether in an investor’'s own jurisdiction or elsewhere. See
“Enforcement of Civil Liabilities.”

Certain economic risks are inherent in any investment in an emerging market country such as Costa Rica.

Investing in an emerging market country such as Costa Rica carries economic risks. These risks include
many different factors that may affect Costa Rica' s economic results, including, but not limited to, the following:

e interest ratesin the United States and financia markets outside Costa Rica;

e changes in economic, fisca or tax policies (see for example, “Monetary System—
Monetary and Financia Policy—Recent Financia Policy”);

e genera economic and business conditionsin Costa Rica and the globa economy;
e highlevels of inflation or deflation;

e wage and price controls;

e changesin currency values;

e adecline in foreign direct or portfolio investment that could lead to lower growth or
lower international reserves,

e the decisions of internationa financial institutions regarding the terms of their financial
assistance to CostaRica;

o theability of CostaRicato effect key economic reforms; and

o theimpact of hostilities or political unrest in other countries that may affect international
trade, commodity prices and the globa economy.

Any of these factors, as well as volatility in the markets for securities similar to the Notes, may adversely
affect the liquidity of, and trading markets for, the Notes. See “Forward-looking Statements’ in this Offering
Circular.

Costa Rica's economy remains vulnerable to external shocks, including the global economic crisis that
began in 2008, the ongoing financial crisis in the European Union, and those that could be caused by future
significant economic difficulties of its major regional trading partners or by more general “contagion” effects,
which could have a material adverse effect on Costa Rica's economic growth and its ability to service its public
debt.



Emerging-market investment generally poses a greater degree of risk than investment in more mature
market economies because the economies in the developing world are more susceptible to destabilization resulting
from domestic and international devel opments.

A significant decline in the economic growth of any of Costa Rica’ s mgjor trading partners could adversely
affect Costa Rica's balance of trade and economic growth. In addition, because international investors' reactions to
the events occurring in one emerging market country sometimes appear to demonstrate a “contagion” effect, in
which an entire region or class of investment is disfavored by international investors, Costa Rica could be adversely
affected by negative economic or financial developments in other emerging market countries.

There can be no assurance that any crises such as those described above or similar events will not
negatively affect investor confidence in emerging markets or the economies of the principal countries in Latin
America, including Costa Rica. In addition, there can be no assurance that these events will not adversely affect
Costa Rica s economy, its ability to raise capital in the external debt markets in the future or its ability to serviceits
public debt.

Risk Factors Relating to the Notes

An active trading market may not develop for the Notes, which may hinder your ability to liquidate your
investment.

The Notes will be a new issue of securities with no established trading market. We have applied to list the
Notes on the Officia List of the Luxembourg Stock Exchange and for trading on the Euro MTF Market. Certain of
the Initia Purchasers have informed us that they intend to make a market in the Notes after the completion of this
offering. However, the Initial Purchasers are not obligated to do so and may cease their market-making at any time.
In addition, the liquidity of the trading market in the Notes, and the market price quoted for the Notes, may be
adversely affected by changes in the overal market for fixed income securities and by changes in our financia
performance or prospects. As a result, we cannot assure you that an active trading market will develop or be
sustained for the Notes. If no active trading market develops, you may not be able to resell your Notes at their fair
market value or at all.

The Notes are subject to transfer restrictions.

The Notes have not been registered under the Securities Act, any state securities laws or the securities laws
of any jurisdictions. As aresult, holders of Notes may only reoffer or resell Notesiif there is an applicable exemption
from the registration requirements of the Securities Act and applicable state or foreign laws that apply to the
circumstances of such offer and sale.

The Notes will contain provisions that permit Costa Rica to amend the payment terms without the consent
of all holders.

The Notes will contain provisions, commonly known as “ collective action clauses,” regarding acceleration
and voting on future amendments, modifications and waivers that differ from those applicable to certain of the
Republic's outstanding Public External Indebtedness (as defined herein). Under these provisions, which are
described in the sections entitled “Terms and Conditions of the Notes—Events of Default” and “—M  odifications,
Amendments and Waivers,” Costa Rica may amend the payment provisions of a Series of Notes and certain other
terms with the consent of the holders of 75% of the aggregate outstanding amount of such Series of Notes.



USE OF PROCEEDS

The cash proceeds from the issuance and sal e of the Notes (net of the commissions payable by the Republic
to the Initial Purchasers and the net expenses payable by the Republic) will be approximately US$999,350,000. The
proceeds from the issuance and sale of the Notes will be used by the Republic for the refinancing of domestic and
external indebtedness of Costa Rica.
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REPUBLIC OF COSTA RICA

Costa Rica, which is located in Central America, is a stable constitutional democracy whose standard of
living ranks among the highest in Latin America. Costa Rica has had uninterrupted democraticaly elected
governments since 1949. During 2012, the country’s real GDP grew by 5.1%. In 2011, Costa Rica's read GDP grew
by 4.4%, compared with 5.0% in 2010. Costa Rica's 2012 nomina GDP was US$45.0 hillion and estimated GDP
per capitawas US$9,665.0, the highest in Central America according to the International Monetary Fund.

Costa Rica hosts alarge diversity of animal and plant species, and approximately one quarter of its territory
consists of public or private reserves dedicated to environmenta conservation and preservation of this biological
diversity. This diversity, in conjunction with the Government’s investment in environmenta conservation, has led
to the development of a significant tourism industry which is protected and regulated under environmental policies
in Costa Rica.

Territory and Population

The Costa Rican territory consists of approximately 19,691 square miles, largely covered by high, rugged
mountains and hills, drained by numerous streams and rivers. A volcanic mountain system composed of three
ranges extends throughout the length of the country, with elevations in the Southern Talamanca range reaching
approximately 13,000 feet above sealevel. A relatively wide coastal plain is found in the east and northeast and a
narrower plain is found along the Pacific coast. The climate varies according to topography, from semi-tropical in
the mountains to tropical on the coastal plains. Costa Rica has coastlines which border both the Caribbean Sea and
the Pacific Ocean. At the country’s narrowest point, the coastlines are 74 miles apart. The northern border with
Nicaraguais 186 miles long and the southeastern border with Panamais 225 miles long.

According to the Nationa Institute of Statistics, the population of Costa Rica in 2012 was approximately
4.7 million people. Population growth increased at an annual rate of 1.3% between 2011 and 2012. The mgjority of
the country’s population lives in an area commonly referred to as the “Central Valey” where, in addition to the
capital city, San José, the principal cities of the provinces of Alguela, Heredia, and Cartago are located. According
to the 2011 census, approximately 56.4% of the population of Costa Rica was living in the Centra Valley. The
province of San José, which includes the capital, accounted for approximately 1.4 million people. Based on the 2011
census, approximately 34% of the population was under the age of 19, approximately 33% was between the ages of
20 and 39, approximately 26% was between the ages of 40 and 64, and approximately 7% was over the age of €5.

Social Indicators

Historically, Costa Rica has invested a significant portion of its public sector budget in social services.
Investments in education, health services, socia assistance and housing represented approximately 46.9% of the
Government’s expendituresin 2012 and 46.4% in 2011. In 2012, the Constitucién Politica de la Republica de Costa
Rica (Political Constitution of the Republic) of November 7, 1949 (the “ Constitution”) was amended to require the
investment of not less than 8% of GDP in education annualy by 2014, compared with the previous mandate of 6%
of GDP. For 2012, the Government’ sinvestment in education amounted to 7% of GDP.

Costa Rica's budget for the 2013 fisca year provides for an investment of 1.1% of its budget, excluding
scheduled debt amortization, in education. In the Republic’s 2013 budget, the Ministry of Education added funding
for approximately 1,500 new positions related to high school, pre-school, kindergarten and elementary school
education, schools for gifted children, foreign language study, and other educational services.

According to the 2012 Encuesta Nacional de Hogares (National Households Survey), the level of poverty
in the country was 20.6%. As of 2012, Costa Rica was classified by the World Bank as an upper middle-income
developing country.

Historically, Costa Rica has provided socia assistance and housing to poor families through the Fondo de
Desarrollo Social y Asighaciones Familiares (Fund for Social Development and Family Assistance) (“FODESAF")
which is funded primarily with payroll tax revenues. The Government has undertaken initiatives to restructure
FODESAF in order to further strengthen FODESAF's operations and empower it to reduce poverty levels. The
Government’ s initiatives include program eva uations, financial auditing and cost controls designed to improve the
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efficiency of its anti-poverty efforts through decentralization and specialization of certain programs, and to monitor
and evaluate the social programs supported by FODESAF. See“The Costa Rican Economy—Poverty.”

The following table sets forth selected 2011 comparative social statistics for per capita GDP and life
expectancy, and 2010 socid statistics for adult literacy, in each case the most recent available data for the region, as
reported in the World Bank Statistical Compendium.

Selected Compar ative Social Statistics

Life
Per capita expectancy (in  Adult literacy
GDP (in US$) years)® rate?

Mexico............. $10,047 77 93.1%
Argentina......... 10,942 76 97.8
CostaRica........ 8,647 79 96.2
Panama............. 7,498 76 94.1
Colombia......... 7,104 73 93.4
El Salvador ...... 3,702 72 84.5
Guatemaa........ 3,178 71 75.2

(1) 2011 data, except Mexico which is 2010 data.
(2) 2010 data.
Source: World Bank Satistical Compendium

Government and Political Parties

The Republic achieved independence from Spain in 1821 and has had uninterrupted democratically el ected
governments since 1949. The current Constitution, drafted in 1949, established the present form of the Government.
Among the most important reforms enacted by the Constitution were: the ratification of the abolition of the army;
the ingtitution of a national program of social services, including heath services and a pension system; and
guarantees of Government support for primary, secondary and higher education. In addition, the Constitution
established the base for strong ingtitutions with a variety of missions, including ensuring the rule of law,
safeguarding the relationship between Government and citizens, and the welfare state.

Pursuant to the Constitution, Costa Rica is a democratic republic, with separate executive, judicial and
legislative branches. The President and the members of the unicameral Asamblea Legidlativa (the “Legislative
Assembly”) are elected by direct popular vote. Under Costa Rica's electora system, voters elect aticket including
one presidential and two vice-presidential candidates, and vote for a political party with respect to the Legidlative
Assembly and municipal representatives, where each party selects candidates at its own political convention.
Beginning in 2016, municipal elections will be held two years after the Presidential elections. Organization and
supervision of the electoral process is the responsibility of the Tribunal Supremo de Elecciones (the “Supreme
Electoral Tribuna™), which is composed of three permanent members with functional, political and administrative
independence. In addition, two temporary members, selected from a list of six candidates chosen by the Corte
Suprema de Justicia (Supreme Court of Justice) (the “Supreme Court”), are appointed one year prior to an election
and serve for up to six months after an election. The Supreme Electoral Tribuna has the same degree of
independence as the three branches of the Government.

Executive authority is vested in the President and the two Vice Presidents, who are directly elected for
concurrent four-year terms, and in the Ministers of the Government, whose terms cannot exceed that of the
President. The last presidential election, held on February 7, 2010, was won by Mrs. Laura Chinchilla Miranda of
the Partido Liberacién Nacional with 46.8% of the votes cast as compared to Mr. Ottén Solis, who received 26.5%
of the votes cast. The Vice-presidents elected as part of the Presidential ticket were Alfio Piva and Luis Liberman.
The term of the current President expires on May 8, 2014. The Constitution provides that the President may be re-
elected, but not for consecutive terms. The President has the power to appoint the Ministers of the Government, and
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together the President and the Ministers form the Consgo de Gobierno (Government Council) (the “ Government
Council™).

Legidative authority is vested in the Legidative Assembly, comprising 57 deputies. Deputies serve four-
year terms and, athough they may be re-el ected, they may not serve consecutive terms. The election of deputies for
the Legidative Assembly is held concurrently with presidentia el ections.

National judicia authority is vested in the Supreme Court, which is composed of four appellate divisions,
aswell as crimina courts, civil courts and other speciaized courts. The Supreme Court has 22 justices, elected by
the Legidative Assembly for eight-year terms. The term of each justice is renewed automatically unless two-thirds
or more of the Legidative Assembly vote against reappointment. The Constitution grants budgetary independence to
the judicial branch by guaranteeing that a minimum of 6% of the Government’s current revenues be allocated to it.

For administrative purposes, the national territory is divided into seven provinces, which are subdivided
into cantons and districts. There are seven provinces (San José, Alguea, Cartago, Heredia, Guanacaste, Limoén and
Puntarenas), 81 cantons and 467 districts. Each canton is presided by elected officials in the form of municipal
governments.

The dominant political parties in Costa Rica are the Partido Liberacion Nacional, Partido Unidad Social
Cristiana, and the Partido Accién Ciudadana. Members of the Partido Liberacién Nacional and Partido Unidad
Social Cristiana or their predecessors have won the presidential elections and have controlled, either directly or
indirectly through political aliances, the Legislative Assembly since 1949.

The Partido Liberacion Nacional is the political and ideological heir to social democratic traditions. The
party has moved to the center of the political spectrum, favoring a market-oriented economy while preserving access
to socia services. In 2000, the Partido Accion Ciudadana split from the Partido Liberacion Nacional with the goal
of providing broader representation of socia organizations, including Asociaciones Solidaristas (Solidarity
Associations) and municipal governments. The Partido Unidad Social Cristiana traditionally has been associated to
slightly more libera sectors than the Partido Liberacion Nacional, with a centrist-right platform and has been
alternating presidential terms with the Partido Liberacion Nacional. The Partido Movimiento Libertario is a
political party based on classical liberalism in Costa Rica. Members of the Partido Liberacion Nacional hold 24 of
the 57 seats in the Legislative Assembly, members of the Partido Accion Ciudadana hold 11 seats, members of the
Partido Movimiento Libertario hold 9 seats, members of the Partido Unidad Social Cristiana hold 6 seats, and the
remaining seats are held by members of minor parties.

Foreign Affairsand Membership in I nternational and Regional Organizations

Costa Rica maintains diplomatic relations with approximately 160 countries. It is a member of the United
Nations (and certain of its specialized agencies such as the Food and Agriculture Organization, the International
Labor Organization and the United Nations Education, Scientific and Cultural Organization), the Organization of
American States, the International Monetary Fund (the “IMF”), the World Bank, the Inter-American Devel opment
Bank (the “IADB”) and the World Trade Organization (the “WTQ").

Over the last twenty years, Costa Rica has followed a trade policy meant to integrate Costa Rica into the
globa economy. This trade policy is demonstrated by Costa Rica's participation in multilateral negotiations in the
WTO and Costa Rica' s negotiations of bilateral trade agreements and free trade agreements with strategic trade
partners. Costa Rica has utilized free trade agreements to increase market access for Costa Rican exports and
enhance trade policy certainty. Currently, Costa Rica has nine free trade agreements in force with 15 countries,
including the United States, Canada, Mexico, Chile, Panama, the Caribbean community and China.

The United States signed a free trade agreement with the five members of the Centra America Economic
Integration System, including Costa Rica, on May 28, 2004. Subsequently, the Dominican Republic became a party
to the free trade agreement, now referred to as the U.S.-Dominican Republic-Central America Free Trade
Agreement or the DR-CAFTA. In the referendum on October 7, 2007, the voters of Costa Rica approved the free
trade agreement. On January 1, 2009, the DR-CAFTA became effective between the United States and Costa Rica.
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Since entering into a free trade agreement with Mexico in 1995, Costa Rican exports to Mexico have
increased by more than a factor of five, while Mexican imports into Costa Rica have tripled. Beginning in 1998,
Costa Rica replaced Guatema a as the main Central American supplier to the Mexican market. Similarly, Mexico
has become the second largest exporter of goods to Costa Rica, after the United States.

The free trade agreement between Costa Rica and Canada, which became effective in November 2002, was
the first free trade agreement signed between Costa Rica and a G-7 country. Market access provisions in the
agreement granted certain Costa Rican products, most notably refined sugar and textiles, preferential access to the
Canadian market.

Costa Rica maintains amicable relations with al of its magjor trading partners and neighboring countries.
There is currently a dispute pending before the International Court of Justice relating to the proper location of the
border with Nicaragua along the San Juan river.

Environmental Policy

Over the past decade, Costa Rica has developed legal and institutional regimes for the sustainable and non-
destructive use of natural resources in its pursuit of economic and socia development. Costa Rica has created a
national park system consisting of 159 national parks and equivalent reserves, covering 25.5% of the total area of
Costa Rica, and more than 100 private reserves. As Costa Rica has engaged in efforts to protect its rain forest,
including the creation of the national park system and reserves, eco-tourism has emerged as an important contributor
to Costa Rica's GDP.

Costa Rica's commitment to sustai nable environmental and economic development has been stated clearly
in the “Estrategia Nacional de Cambio Climéatico” (National Strategy for Climate Change), by which the country
has committed to reach carbon neutrality by 2021. As part of the nationa strategy for climate change, the Ministerio
de Ambiente, Energia y Telecomunicaciones created the Directorate of Climate Change in 2009. In the area of
energy production, the Government has dedicated resources to expand the country’s use of clean energy sources to
include geothermal and wind energy. Currently, approximately 93% of electricity consumed in the country is
produced using renewable energy sources and approximately 78% of electricity consumed in the country is
produced by hydroel ectric power plants.

Costa Rica's “Payment of Environmental Services Program” compensates landowners for environmental
services they have provided using their forest lands, such as carbon fixation, watershed protection and biodiversity,
among others. As a result of this continuing commitment to the environment, since 1997 the area reforested has
exceeded the area deforested in each year.

Costa Rica has been an advocate of the United Nations Framework Convention on Climate Change and its
Kyoto Protocol, and is involved in the development of market-oriented instruments to reduce emissions of
greenhouse gases in an effort to mitigate global warming. Costa Rica is actively participating in the emerging
carbon market and is implementing the Clean Devel opment Mechanism (“CDM”) of the Kyoto Protocol. Costa
Rica has led on a number of CDM project activities and has signed Memorandum of Understandings with several
developed countries, including The Netherlands, Norway, Switzerland, Canada and Finland, pursuant to which it has
agreed to promote investments in Certified Emission Reduction (“CERS’). The Government believes that proceeds
from the CERs are a potential source of funding for the reforestation project activities within the Payment of
Environmental Services Program and for the promotion of the local generation of electricity from renewable
SOUrces.
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THE COSTA RICAN ECONOMY
General

Costa Rica has expanded the scope of its economic activity from its historica dependence on the
production of agricultural goods for export. It has sought to diversify its exports, attract investment in high value
added manufacturing and promote tourism based primarily on the country’s environmenta diversity. Due to this
diversification strategy, the composition of Costa Rica's exports has changed substantially during the past decade,
with industrial exports increasing significantly. Industria exports (including exports from free trade zone and in-
bond industries) represented approximately 78% of Costa Rica's total exports for each of the years ended December
31, 2012 and December 31, 2011, while agricultural exports represented approximately 22% of total exports over
the same periods.

Developments from 2008 to 2012
Year 2012

In 2012, Costa Rica's rea annua GDP grew by 5.1%, compared with 4.4% in 2011, despite the slow
recovery in the mgjor advanced economies. Growth was generated by activities in the following sectors of the
economy: industrial manufacturing; transportation, warehousing and telecommunications;, wholesale and retail
commerce, restaurants and hotels; and other business services.

The industrial manufacturing sector grew by 6.3% in 2012 compared to 4.2% in 2011, mainly attributable
to companies located in the free trade zone, particularly those involved with the production of micro-electronics and
computer parts. Production also increased at non-free trade zone companies as a result of an increase in externa
demand for milk products and palm oil and an increase in domestic demand for raw materias for construction and
packaging of agricultural products for export.

The transportation, warehousing and telecommunications sector grew by 5.9% in 2012 compared to 7.4%
in 2011, mainly due to the demand for wireless and internet services, road transport and freight services, as well as
the increase in tourism-rel ated activities.

The wholesale and retail commerce, restaurants and hotels sector grew by 4.2% in 2012 compared to 4.3%
in 2011, primarily due to sales growth in vehicles, electrica devices, pharmaceuticals and persona care products as
well as cement, plastic and meta structures, in response to the recovery in the construction sector. Meanwhile,
growth in the number of tourists and tourism promotion campaigns in the country (both internally and externaly)
favorably impacted the restaurants and hotel's subsector.

The other business services sector grew by 9.6% in 2012, compared to 12.1% in 2011, primarily due to
higher services exports provided by call centers, cost centers and software devel opment.

The construction sector, after three consecutive years of contraction, showed a positive growth rate of 5.7%
in 2012, compared to a contraction of 4.0% in 2011, mainly due to the recovery in demand for residentia and
commercia building construction in the private sector and, to a lesser degree, increased public construction, which
consisted mainly of hydroelectric projects, roads and hospitals.

All other service activities grew by 3.2% in 2012, compared to 2.7% in 2011, mainly in the community,
socia and personal services and financia intermediation and insurance sectors.

Year 2011

In 2011, Costa Rica s real annua GDP grew by 4.4%, compared with 4.7% growth in 2010. During 2011,
approximately 80% of the economic activity growth was generated by the following industries: transportation,
warehousing and telecommunications; industrial manufacturing; wholesale and retail commerce, restaurants and
hotels, and other business services. The agricultural, forestry and fishing sector declined as compared with 2010.
The construction sector was negatively affected by a reduction in public € ectrification works.
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During 2011, the transportation, warehousi ng and telecommuni cations sector grew by 7.4%, compared with
growth of 6.4% in the previous year. The acceleration in this sector was associated with an increase in the demand
for cell phonesin both prepaid and postpaid services, internet phone service and internet via cable modem, driven in
part by the termination of the monopoly of Instituto Costarricense de Electricidad (“ICE”) on wireless services.
Transportation services related to foreign trade for transporting goods through docks and harbors expanded
significantly.

Industrial manufacturing grew by 4% in 2011, mainly due to an increase in sales in electronics and
mi croprocessors produced by companies located in the free trade zone.

The wholesale and retail commerce, restaurants and hotels sector grew by 4.3% in 2011, as a result of
higher sales in vehicles and household appliances. Hotels and restaurants were stimulated by the growth in demand
for services and inbound tourism.

The agricultural, forestry and fishing sector experienced lower growth of 1.1% in 2011, compared with
growth of 6.4% in 2010. This result was explained by weather conditions that adversely affected the production of
bananas, pineapples, sugar cane and coffee, among others.

Exports of services, mainly related with business centers, call centers, transportation of goods and tourism,
remained dynamic throughout 2011. Imports of goods and services grew by 10.6%, driven primarily by the
acquisition of raw materials for manufacturing and consumer goods.

For 2011 the terms of trade showed a decline in the purchasing power of the country due to the increasein
the price of raw materials, especialy oil, primarily due to poor hydrologica conditions. The decline, however, was
partidly offset by the improvement in the price of export goods such as coffee.

Year 2010
In 2010, Costa Rica' s rea annual GDP grew by 5.0%, compared with a contraction by 1.0% in 2009.

The industrial manufacturing and agricultural, forestry and fishing sectors grew by 3.5% and 6.4% in 2010,
respectively. The industriad manufacturing sector grew 11.0% in the first half of the year (due to an increase in the
external sales of pharmaceutical products, refined petroleum products, containers and cardboard boxes and paper
and supplies), but in the second half decel erated significantly due to a moderation in external sales.

The agricultural, forestry and fishing sector grew in the first half of 2010 by 8.2%, as aresult of an increase
in the production of melon and favorable weather conditions for pineapple and banana production on land that had
been affected by flooding in 2009. In the second half of the year, the agricultural, forestry and fishing sector showed
weaker growth of 4.5% due to heavy rainsin the fourth quarter that primarily affected pineapple crops.

The wholesale and retail commerce, restaurants and hotels sector grew by 4.2% in 2010, in contrast to a
decline of 6% in 2009. The growth in 2010 was consistent with the behavior of domestic demand and the recovery
of external demand for services.

The transportation, warehousing and telecommunications sector grew by 6.4% in 2010 because of an
increase in the demand for services related to foreign trade of goods.

The construction sector declined by 3.6% in 2010, adthough at the end of the year there was a dight
improvement associated with the resumption of private civil works for housing and other non-residential buildings,
which had been postponed in 2009.

Exports of goods and services grew by 5.1% during the first haf of 2010. The recovery started at the last
quarter of 2009, but slowed down in the second half of 2010 due to lower exports of agricultural and manufactured
goods. Imports of goods and services increased mainly as a result of increases in imports of raw materials and
consumer goods.
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Year 2009
In 2009, Costa Rica' s real annual GDP contracted by 1.0%, compared with 2.7% growth in 2008.

GDP in the first half of 2009 contracted 3.6%. Industrial manufacturing output fell by 11.8% due to the
reduction in the level of exports and a lower domestic demand for manufactured goods (final and intermediate
inputs). In the second half of the year, however, external demand rebounded, which led to an expansion in industrial
manufacturing of 4.6%. This recovery was mainly seen in firms operating in free trade zones and in-bond industries,
due to the relocation of production quotas to Costa Rica and the closure of operations in other countries.

The decline observed in the first haf of 2009 of 4.1% year-on-year in the agricultural, forestry and fishing
sector was the result of weather factorsin late 2008 and early 2009 and the significant increase in production costs.
But in the second half of 2009, agro-industry rebounded due to the banana production and climate conditions that
favored pineapple crops.

The wholesale and retail commerce, restaurants and hotels sector contracted 6% in 2009, mainly due to
lower sales in basic supplies for construction, vehicles, pharmaceuticals and eectrical appliances. A slowdown in
inbound tourism also impacted hotel and restaurant demand.

The construction sector fell by 3% in 2009, mainly due to the decline in construction intended for private
purposes, such as housing and other non-residential activities related to foreign direct investment. Additionally,
tighter access to credit in the financial markets contributed to the decline in the sector.

Exports fell 11.5% year-on-year during the first six months of 2009 due to weakening global economic
activity, which resulted in lower sales of manufactured goods, exports, and services related to tourism and the
transport of goods. Also, the export of agricultural goods was negatively affected by factors related to the climate.
During the second half of 2009, the increase in exports began to reflect signs of recovery in internationa markets.
Imports of goods fell, in red terms, at an average rate of 25.9% and 13.3% in the first and second halves of 2009,
respectively. The higher cost of imported component goods and the contraction in economic activity resulted in
reduced acquisitions of intermediate and capital goods, especialy in the first half of the year. In the second haf of
the year, the manufacturing and agri culture industries showed some signs of recovery.

Year 2008

Economic performance in 2008 was marked by a slowdown triggered by the global financial crisis as well
as interna events. At the end of the year, real GDP grew by 2.7%. The effects of turbulence in foreign financia
markets and global growth issues influenced Costa Rica's external demand.

The industrial manufacturing sector contracted 3.7%, mainly due to the effects of the global financial crisis
that resulted in aslowdown in external and domestic demand for final products and industrial inputs.

In 2008, the agriculture, forestry and fishing sector contracted 3.2%, principaly due to a decrease in the
production of melons and bananas as a result of crops affected by plagues and adverse weather conditions. During
2008, traditional agricultural exports increased to an estimated US$1.1 billion and imports increased to an estimated
US$512 million.

In 2008, the globa environment was characterized by decreases in interest rates, higher than expected
increases in international commodity prices, slowing economic activity of major trading partners and deepening of
the global financid crisis. These elements, when taken together with the expansion in domestic demand, led to a
deficit in the current account of the balance of payments of 9.3% of GDP.

Gross Domestic Product

Costa Rica's real GDP grew, on average, by approximately 3.3% annually between 2008 and 2012. The
following tables set forth real and nomina GDP by expenditure for the periods indicated.

17



Gross Domestic Product by Expenditure
(inmillions of colones, at constant 1991 prices)
For the year ended December 31,

2008 2009 2010 2011 2012

Gross Domestic Product.................. ¢2,097,588 ¢2,076,283 ¢2,179,148 ¢2,275,785 ¢2,392,510

ConsSUMPLioN .....ccereeeeneeeenieenienens 1,509,634 1,543,715 1,613,388 1,677,561 1,747,652

Private Consumption............ 1,343,472 1,366,396 1,427,787 1,489,117 1,556,021

Government Consumption... 166,162 177,319 185,601 188,445 191,631

Grossinvestment .............ccce...... 513,626 456,481 481,758 524,373 566,796

Changeininventories ................. 74197 (72,717) 30,036 53,938 39,043

Goods and Services Exports........ 1,156,562 1,086,924 1,147,151 1,216,803 1,320,155

Goods and Services Imports........ 1,156,431 938,120 1,093,185 1,196,890 1,281,135
Source: Central Bank of Costa Rica

Gross Domestic Product by Expenditure
(percentage change from previous year, at constant 1991 prices)
For the year ended December 31,
2008 2009 2010 2011 2012

Gross Domestic Product............cccc..... 2.7% (1.0)% 5.0% 4.4% 5.1%

CoNSUMPLION.....ccveveiieie e 35 2.3 45 4.0 4.2

Private Consumption.........cccceeeervinenne 34 17 45 4.3 45

Government Consumption................... 44 6.7 4.7 15 17

GrOSS iNVESIMENt .....voeeeeeeeee s 11.0 (11.1) 5.5 8.8 81

Change in inventories ..........c.coo.cuuu..... 180.0 (198.0) (1413 79.6 (27.6)

Goods and Services Exports................. (2.0) (6.0) 55 6.1 8.5

Goods and Services Imports................. 6.5 (18.9) 16.5 9.5 7.0

Source: Central Bank of Costa Rica
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Gross Domestic Product by Expenditure®
(inmillions of U.S. dollars, at current prices)
For the year ended December 31,

2008 2009 2010 2011 2012
Gross Domestic Product ..................... $29,835 $29,375 $36,235 $40,867 $45,015
ConsUMPLioN.....cc.coeeeeieereeiineinns 24517 24,418 29,777 34,179 37,566
Private Consumption........... 20,227 19,491 23,361 26,758 29,514
Government Consumption.. 4,291 4,928 6,417 7,420 8,052
Grossinvestment ........ccoceeeeenens 7,039 6,478 7,196 8,036 8,925
Changeininventories................. 1,189 (1,693) 85 393 104
Goods and Services Exports....... 13,555 12,420 13,791 15,278 16,900
Goods and Services Imports....... 16,466 12,248 14614 17,019 18,480

(1) Amountsin U.S. dollars were converted from colones using the historical average exchange
rate for the period indicated.

Source: Central Bank of Costa Rica

Gross Domestic Product by Expenditure
(as apercentage of total GDP, at current prices)
For the year ended December 31,

2008 2009 2010 2011 2012

CoNSUMPLION.......cvvrerrrereerenie e 82.2% 83.1% 82.2% 83.6% 83.5%
Private Consumption.............. 67.8 66.4 64.5 65.5 65.6
Government Consumption..... 14.4 16.8 17.7 18.2 17.9
Grossinvestment .......cccccoevveenereens 23.6 221 199 19.7 19.8
Changeininventories..........ccoce.o... 40 (5.8 0.2 1.0 0.2
Goods and Services Exports.......... 45.4 42.3 38.1 37.4 375
Goods and Services Imports.......... 55.2 41.7 40.3 41.6 41.1
Gross Domestic Product ........................ 100.0 1000 100.0 100.0 100.0

Source: Central Bank of Costa Rica

The following tables set forth Costa Rica s per capita GDP and per capitaincome for the periods indicated.

Costa Rica Per Capita GDP and Per Capita Disposable Income
(in U.S. dollars, at current prices)

2008 2009 2010 2011 2012
Per capita GDP .........ccoooerrererere. $6,703.3 $6,516.0  $7,954.0 $8,889.8  $9,665.0
Per capita disposableincome® ... 6,633.6 6,397.4 7,819.3 8,747.0 9,464.9

(1) Disposableincome measures availabl e resources to residents of a country. It isderived by deducting the
amount of consumption of fixed capital and adding the net factor income from the rest of the world to GDP.
Net factor income is the difference between payments from the foreign sector to residents of a country and
payments to foreigners employed to provide domestic goods or services.

Source: Central Bank of Costa Rica
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Costa Rica has one of the highest foreign direct investment rates in Latin America. Foreign direct
investment was US$2.1 billion in 2008 (7% of GDP), but decreased to US$1.3 hillion (4.6% of GDP) in 2009 as a
conseguence of the global financial crisis. Foreign direct investment increased in nominal terms to US$1.5 hillionin
2010, but decreased as a percentage of GDP to 4% of GDP due to lagging effects of the global financial crisis and
strong appreciation of the colén. Foreign direct investment reached US$2.2 billion in 2011 (5.3% of GDP). In 2012,
foreign direct investment reached US$2.3 hillion (5.0% of GDP).

The following table sets out the net inflows of foreign direct investment by country as a percentage of GDP
for the yearsindicated.

Net Foreign Direct Investment by Country
(as a percentage of GDP)

2008 2009 2010 2011
NICArAGUAL ... veeeeeeerie et seeeeseeaens 7.6% 5.4% 6.0% 10.4%
HONAUIES......coo e 7.6 35 5.2 6.0
COStARICA...c.veeee e e 7.0 4.6 4.0 5.3
ColoMbBIA.....cccoeiiee e e 4.2 3.0 24 4.0
Brazil .....ooieiiieieeee e 31 1.9 25 29
GUAEMAI AL .. vt 1.9 1.8 2.2 2.3
MEXICO ...ttt seenens 25 1.9 2.0 1.8
VENEZUEI Q... 0.1 (0.9 0.2 17
El SAVAON ....ocveeeeececece e 4.2 18 12 11
ATGENtING......ccveeeeeiee e 3.0 13 1.9 16
Chil . 8.4 75 7.1 7.0
Dominican RepublicC..........ccccovveieveeieiienen, 6.0 3.6 4.1 4.1
Panama........ccoeereine e 11.0 45 8.1 12.2
PEIU. ... 55 51 55 4.7
UNUQUAY ..o e 7.1 53 5.6 4.7

Source: World Bank

Principal Sectors of the Economy

Based on preliminary data, the principa sectors of the Costa Rican economy in 2012 were: industria
manufacturing; transportation, warehousing and telecommunications; wholesale and retail commerce; hotels and
restaurants; community, social and other personal services; and agriculture, forestry and fishing. Based on
preliminary data, the fastest growing sectors of the Costa Rican economy in 2012 were: other business services;
financial intermediation and insurance; industrial manufacturing; transportation, warehousing and
telecommunications; and construction.

From 2008 to 2012, compound annual growth rates of the largest sectors of the Costa Rican economy were
as follows: the transportation, warehousing and tel ecommunications sector grew at 5.8%; the community, social and
other personal services sector grew at 3.8%; the financia intermediation and insurance sector grew at 4.7%; the
agriculture, forestry and fishing grew at 2.1%; the industrial manufacturing sector grew at 2.6%; and the wholesae
and retail commerce, hotels and restaurants sector grew at 1.5%.

In 2012, industrial manufacturing was the largest sector of the economy, accounting for approximately

21.3% of real GDP. In 2012, transportation, warehousing and tel ecommunications, the second largest sector of the
economy, accounted for approximately 16.2% of real GDP; the wholesde and retail commerce, hotels and
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restaurants sector, Costa Rica's third largest sector, accounted for approximately 15.0% of rea GDP; community,
socia and personal services (excluding public administration) sector, the fourth largest sector, accounted for 9.2% of
real GDP; and the agriculture, forestry and fishing sector, the fifth largest sector, accounted for approximately 8.8%
of rea GDP.

The following tables set forth the distribution of GDP in the Costa Rican economy, indicating for each
sector its percentage contribution to GDP and its annual growth rate for the years indicated.

Gross Domestic Product by Industry
(inmillions of colones, at constant 1991 prices)

2008 2009 2010 2011 2012
Gross Domestic Product ...........ccccevveeeennenens ¢2,097,588  ¢2,076,283  ¢2,179,148  ¢2,275,785  ¢2,392,510
Plus: Taxes (net of subsidies) ................. 187,66 178,831 188,812 201,102 211,807
Taxes on products and imports.............. 216,161 205,34 217,803 231,238 243,262
Subsidies on products..........cccceeeeerenenee. 28,501 26,509 28,99 30,136 31,455
Gross Domestic Product Basic Prices...... 1,909,929 1,897,452 1,990,336 2,074,683 2,180,703
Agriculture, forestry and fishing ........... 193,474 188,147 200,684 202,99 210,192
MINING oo 1,906 1,636 1,520 1,471 1,550
Industrial manufacturing ..........cc.ceeeenes 460,275 442,28 460,039 479,502 509,932
CoNSLIUCHION ..o 103,99 100,883 96,778 93,094 98,366
Electricity and water ........cccoceeeveneneenene 54,991 56,807 58,356 60,014 62,277
Wholesale and retail commerce, hotels
and restaurants ........c.ccoeeeeneenne e 338,366 318,027 331,303 345,112 359,699
Transportation, warehousing and
telecommunications .........cccoeveenieaene 308,883 318,08 340,073 366,198 387,67
Financial intermediation and
INSUFANCE ... 107,525 112,86 114,592 120,168 129,232
Real eState ......ccovveeereeeeee e 91,551 93,705 96,944 100,217 103,932
Other business SErvices ........ccocevveeereene 93,236 101,994 117,079 131,238 143,808
Public administration ...........cccceeeevvrvenen. 40,113 42,207 43,675 44,046 43,826
Community, social and personal
services (excluding public
adminiStration) ......c.coeeeeeererenne e 189,497 199,234 208,003 213,713 219,673
Less: Financia intermediation services
indirectly measured..........ccocvveeerienenns 73,879 78,407 78,708 83,079 89,455

Source: Central Bank of Costa Rica
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Gross Domestic Product by Industry
(as apercentage of GDP, at constant 1991 prices)
2008 2009 2010 2011 2012

Gross DOmEStiC ProduCt .........ccoveveeeieveeneece e 100.0% 100.0% 100.0% 100.0%  100.0%
Plus: Taxes (net of SUDSIAIES) ......cceevevieeiiiieciee e 8.9 8.6 8.7 8.8 8.9
Taxes on products and imMPOrtS.......ccceveveeeeerecienieinens 10.3 9.9 10.0 10.2 10.2
Subsidies 0N ProdUCES.......c.eceeeecienececee e 14 13 13 13 13
Gross Domestic Product BasiC Prices.........ccccovvveceneeneenen 91.1 91.4 91.3 91.2 91.1
Agriculture, forestry and fishing ........ccccevvveeveveereveiennn, 9.2 9.1 9.2 8.9 8.8
1Yo T 0.1 0.1 0.1 0.1 0.1
Industrial ManufaCturing .......ccccccoveeviee v cinsie s 21.9 21.3 21.1 21.1 21.3
(000015 11U Tox o] o ISR 5 4.9 44 41 41
Electricity and Water .........ccccevevieievie e 2.6 2.7 2.7 2.6 2.6
Wholesale and retail commerce, hotels and restaurants .. 16.1 15.3 15.2 15.2 15.0
Transportation, warehousing and telecommunications .... 14.7 15.3 15.6 16.1 16.2
Financia intermediation and insurance ...........c.ccocveeeene. 51 54 53 5.3 5.4
REE EALE ...t 4.4 45 4.4 4.4 4.3
Other BUSINESS SENVICES. ... .oivevieeieseesie st 4.4 4.9 54 5.8 6.0
Public adminiStration .........cccccceveeneiie s eeeseseese e 19 2.0 2.0 19 18
Community, socia and personal services (excluding
public administration) ..........cccceevevieeniiiinieere e 9.0 9.6 9.5 94 9.2
Less: Financia intermediation servicesindirectly
MEASUNEH ...t 35 3.8 3.6 3.7 37

Source: Central Bank of Costa Rica
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Gross Domestic Product by Industry
(percentage change from previous year, at constant 1991 prices)
2008 2009 2010 2011 2012

Gross DOMESLIC ProTUCE ........cc.veveeeeieeeesieee e 27% (1.0)% 500 44% 5.1%
Plus: Taxes (net of SUDSIAIES) .....cocvvvveeviiiiiecieece e 41 4.7 5.6 6.5 53
Taxes on products and iMPOIS........cceeeeereerinnieenieeree e 3.3 (5.0) 6.1 6.2 5.2
SUBLSIAIES ON PrOTUCES .....ccvveiieceie s (1.5) (7.0) 94 4.0 44
Gross Domestic Product BasiC PriCeS.........cccvvvvenereneene e eeseeenaeens 2.6 (0.7) 4.9 42 51
Agriculture, forestry and fishing ........ccocevvvevienire e (3.2 (2.8) 6.7 11 35
IMINING ettt (56) (4.2 (1) (32 53
Industrial ManUfaCtUNNG .....cocevveie i (3.7) (3.9 4.0 4.2 6.3
(00 01 11U o1 1o o ISR SS 14.6 (3.0 4.1) (3.8 57
Electricity and Water ........cccvceeveiie i (0.6) 33 2.7 2.8 3.8
Wholesale and retail commerce, hotels and restaurants.................. 34 (6.0) 4.2 4.2 4.2
Transportation, warehousing and telecommunications................... 76 3.0 6.9 77 5.9
Financia intermediation and iNSUraNCe .........ccccovveeereneneneenienenes 8.6 5.0 15 49 75
REE| ESEALE ...ttt 5.0 24 35 34 3.7
Other DUSINESS SEIVICES ....coueiiiiiiiiiesierie e s 12.1 9.4 14.8 121 9.6
Public adminiStration .........cccoeeveiie e 4.7 5.2 35 0.9 (0.5)
Community, social and personal services (excluding public
AOMINISEFAION) . e 44 51 44 2.7 2.8
Less: Financial intermediation servicesindirectly measured ......... 85 6.1 0.4 56 77

Source: Central Bank of Costa Rica
Industrial Manufacturing

The industrial manufacturing sector was the largest sector of Costa Rica's economy in 2012, growing by
6.3%, mainly due to higher production by companies located in free trade zones, particularly those involved in the
production of micro-electronics and computer parts. In 2011, the sector grew by 4.2%, primarily due to the dynamic
behavior of firms in tax-free zones. In 2010, even though the industria manufacturing sector grew by 4.0%, the
second half of the year was marked by a significant deceleration in activity due to the slowdown in foreign sales by
Costa Rican companies. In 2009, the industrial manufacturing sector contracted 3.9%, mainly because of a decrease
in domestic demand for these types of goods. In 2008, the industrial manufacturing sector contracted 3.7%, mainly
due to the effects of the global financial crisis that resulted in a slowdown in external and domestic demand for final
products and industria inputs.

Between 2008 and 2012, exports from free trades zones were, on average, 52% of tota exports. The value
of exports from free trade zones increased by 11.8% in 2012 compared with 2011, primarily due to increased sales
of electronics and microprocessors. In 2011, the value of exports from free trade zones increased by 8.5% compared
with 2010. In 2010, the value of exports from free trade zones increased by 6.0% compared with 2009, primarily
due to increased sales of printer accessories, miscellaneous food products, machinery and electronics, furniture and
metal accessories. As a consequence of the globa financid crisis, exports from free trade zones decreased by 3.9%
in 2009 compared with 2008. In 2008, lower production by free trade zones was associated with reduced
manufacturing activity in the high technology industry, but was offset by growth in exports of medical devices.

Transportation, War ehousing and Telecommunications

The transportation, warehousing and telecommunications sector was the second largest sector of Costa
Rica's economy in 2012, growing by 5.9% primarily due to increased demand for wireless and internet services,
road transport and freight services, as well as the increase in tourism-related activities. The sector grew by 7.7% in
2011, mainly as a conseguence of the policy decision to open up the telecommunications sector to the private sector,
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which resulted in increased demand for cell services (pre-paid and post-paid), internet phone service and the cable
modem internet services. In 2010, the sector grew by 6.9%, primarily due to an increase in demand for services
linked to international trade (transport of goods) and arebound in the inflow of tourists that resulted in an increasein
car rental services, air tickets, travel agencies and marine transport. In 2009, the transportation, warehousing and
telecommunications sector grew by 3.0%, primarily because of the slowdown of demand caused by the global
financia crisis. The sector grew by 7.6% in 2008.

Telecommunications. The telecommunications segment of the transportation, warehousing and
telecommunications sector is controlled by | CE, the sole provider of fixed-line telecommunications servicesin Costa
Rica, together with its subsidiary, Radiogréfica Costarricense Sociedad Anonima (“RACSA™).

In 2011, cellular services were opened to the private sector. While ICE is still the largest carrier, it now
competes with two new carriers, Claro and Movidtar.

Domestic Service. ICE's domestic telephone network includes a high-capacity transport network that
connects the different exchanges within the country. The access network connects the customers to the exchanges.
The following table sets forth certain basic indicators of the Costa Rican tel ephone system at the dates indicated.

Telephone System
2008 2009 2010 2011
Fixed [iNESiN SErVICe .....coveveeceieiee e 1,437,733 1,499,601 1,065,616 1,147,295
Fixed linesin service per 100 inhabitants ........ 323 333 234 26.7
Number of public telephones..........cccccevvrnennen. 36,489 22,268 20,240 N.A.
Pending applications...........ccoovvvrenenenesinnenenns 90,275 77,978 41,837 N.A.

Source: Viceministry of Telecommunications

Costa Rica's domestic telephone network decreased from 1.4 million fixed lines installed at December 31,
2008 to 1.1 million fixed lines at December 31, 2011.

Cellular Services. Until November 2011, ICE was the sole provider of wireless telecommunications
services in Costa Rica. ICE's wireless services have been active since April 1994. In 2010, the network had an
installed capacity of 1.5 million lines. As of November 2011, ICE is no longer the sole provider of cellular services
as the market has been opened to private carriers such as Claro and Movistar. As of September 30, 2012, al cellular
demand was being met.

As of December 31, 2011, there were a total of 4.4 million wireless subscribers. This corresponds to a
cellular density of 103.2 subscribers per 100 inhabitants. The following table sets forth the number of subscribers
and ICE’s cellular revenue for the periods indicated.

Cdlular Revenues

Cellular Subscribers Cellular Revenue
Year Cellular Subscribers per 100 inhabitants (in millions of colones)
2006 .....coerririerrinenens 1,443,717 33.37 170,567
400 A 1,508,219 34.36 177,050
2008.......cveririenrineies 1,893,944 4255 192,492
2009 ..o 1,961,359 43.49 143,352
P20 0 I 3,128,375 68.55 N.A.
40 1 4,440,601 103.23 N.A.

Source: Viceministry of Telecommunications

Transportation. The Government recognizes the complementary effect transportation has on economic
growth. The current principal components of the transportation system include the following:
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Airports. Costa Rica has four international airports, Juan Santamaria International Airport in San José,
Daniel Oduber Quirds in Liberia, Tobias Bolafios in Pavas and Limoén International Airport in Limén. See
“—Government Participation in the Economy; Deregulation and Concessions’ for a description of certain airport
CONCESS oNs.

Roads. As of December 2012, Costa Rica has a nationa road network composed of 42,430 kilometers, of
which 26.0% are paved. Therest of the system is made of ballast and earth.

Port Facilities. The Instituto Costarricense de Puertos ddl Pacifico (Costa Rican Institute of Pacific Ports,
or INCOP) administers the port complexes of Caldera and Puntarenas. The harbor complex of Caldera consists of
three wharves with an aggregate gross registry of 3.5 million tons. The harbor complex of Puntarenas consists of
two wharves, which are mainly used for cruise ships. In 2012, 94,166 tourists arrived at the harbor complex of
Puntarenas. INCOP a so administers the port terminals of Punta Morales, Quepos and Golfito.

The Junta de Administracion Portuaria de la Vertiente Atlantica (JAPDEVA) administers the port
complexes of Limoén and Moin. The harbor complex of Limén consists of three wharves with an aggregate gross
registry of 7 million tons. The Moin harbor consists of three posts with an aggregate gross registry of 2.2 million
tons. See “—Government Participation in the Economy; Deregulation and Concessions” for a description of certain
port concessions.

Rail Facilities. The railroad system opened 150 years ago and the city of San José began its own rail
service in the first half of 1900. The railroad system in Costa Rica is relatively large and continuous from coast to
coast. Currently, Costa Ricd s railroad system consists of 270 kilometers of active track, with 93 kilometers of track
in operation from San José to Caldera, 3 kilometers of track in operation from San José to Empalme, 14 kilometers
in operation from Heredia to Curridabat and approximately 160 kilometers of track serving the Caribbean
agricultural region. Since 2009, the Government has been working on certain sections of the system in the Greater
Metropolitan Area to unite the four capitas of the Central Valley by arail system. In 2012, 2,503,887 passengers
were transported by the railroad system.

Wholesale and Retail Commerce, Hotels and Restaurants

The wholesale and retail commerce, hotels and restaurants sector, which captures a substantial portion of
Costa Rica's gross tourism receipts, was the third-largest sector of Costa Rica's economy in 2012. This sector has
generated, on average, approximately 16.1% of real GDP since 2008 and represented 15.0% of real GDP in 2012.

During 2012, this sector grew by 4.2%, primarily due to higher sales of vehicles, dectrica devices,
pharmaceuticals and personal care products as well as cement, plastic and metal structures, in response to the
recovery in the construction sector. At the same time, growth in the number of tourists and tourism promotion for
the country (both internally and externally) favorably impacted the restaurants and hotel s services subsector.

The wholesale and retail commerce, hotels and restaurants sector grew by an estimated 4.2% in 2011 and
by 4.2% in 2010, primarily due to the rebound in economic activity after the global financia crisis. This sector
contracted by 6.0% in 2009, principally as a result of a decline in demand due to the globa financia crisis. This
sector grew by 3.4% in 2008.

Tourism has been a major source of foreign currency for Costa Rica from 2008 through 2012, surpassing
aggregate exports of traditional products (bananas, coffee, beef and sugar) in 2012. The Ingtituto Costarricense de
Turismo (Costa Rican Ingtitute of Tourism) is the principal governmental entity responsible for the promotion and
regulation of the tourism industry.

The Government has developed a number of initiatives to promote tourism over the past two decades. The
tourism industry has expanded rapidly during this period, although the sector was significantly affected by the global
financial crisis and its recovery has been gradual .

During 2012, Costa Rica hosted 1,552,663 foreign tourists arriving by air, an increase of approximately
6.1% from the number of foreign tourists arriving by air during 2011. During 2012, tourists visiting Costa Rica

25



were primarily from the following regions. North America (48.6%), Centra America (30.8%), Europe (12.2%) and
Asia(1.6%).

In 2012, Costa Rica hosted approximately 2.3 million foreign tourists, an increase of 6.9% from 2011. In
2012, each tourist spent an average of approximately US$947 per visit. In 2011, Costa Rica hosted approximately
2.2 million foreign tourists, an increase of 4.4% from 2010. In 2011, each tourist spent an average of approximately
US$906 per visit.

In 2010, Costa Rica hosted approximately 2.1 million foreign tourists, an increase of approximately 9.2%
over 2009. In 2009, Costa Rica hosted approximately 1.9 million foreign tourists as compared with approximately
2.1 million tourists who arrived in 2008, a decrease of approximately 8%, mainly due to the international financial
crisis.

The following table sets forth certain information with respect to the number of tourists and excursionists
and the amount of tourism and excursion receipts for the periods indicated.

Tourism
Amount Tourists
(in millions of US$) % of GDP (in thousands)
2008.....cccoieeeieeree e $2,174.1 7.3% 2,089
2009.....c e 1,805.8 6.2 1,923
2010, 1,857.6 5.1 2,100
2010 1,987.2 4.8 2,192
0 1 2,219.2 49 2,343

Source; Costa Rican Institute of Tourism
Community, Social and Personal Services

The community, socia and personal services sector of the economy was the fourth largest sector of Costa
Rica's economy in 2012 and consists of all public and private health, education, entertainment, cleaning and
domestic and professiona association services. The average annual growth rate of this sector between 2008 and
2012 was approximately 3.8%.

In 2012 and 2011, this sector grew by 2.8% and 2.7%, respectively, principally due to an increase in the
quality of services related to radio and television, and leisure activities related to sports, concerts, artistic events and
medical and dental services related to tourism. In 2010, this sector grew by 4.4%, principaly due to leisure services
and medical tourism.

In 2009, this sector grew by 5.1%, mainly as aresult of certain international companies establishing service
centers in Costa Rica. In 2008, this sector grew by 4.4%, principaly due to a dynamic international economy,
especialy in thefirst half of the year.

Agriculture, Forestry and Fishing

The agriculture, forestry and fishing sector was the fifth largest sector of Costa Rica's economy in 2012,
generating approximately 8.8% of real GDPin 2012. During 2012, the agricultural sector grew by 3.5%, mainly due
to higher external demand for dairy products and palm oil. In 2011, the agriculture, forestry and fishing sector grew
by 1.1%, compared with a growth of 6.7% in 2010, mainly due to adverse weather conditions that affected bananas,
pineapples and flowers. Costa Rica's principal cash crops are coffee, bananas and sugar cane, the mgjority of which
are grown for export. Costa Rica's other principa agricultural products include beef, milk and poultry. During the
past decade, Costa Rica has maintained a surplus trade balance with respect to agricultural products. As of
December 31, 2012, traditional agricultural exports reached an estimated US$1,351.7 million and imports reached
an estimated US$476.5 million. In 2012, this sector accounted for approximately 11.8% of total exports and
approximately 13.4% of domestic employment.
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In 2010, this sector grew by 6.4%, principaly due to an increase in melon production, more favorable
weather conditions for the production of pineapple, and the increase in acreage for the production of bananas that
previously had been flooded at the beginning of 2009. During 2010, traditional agricultural exports increased to an
estimated US$1.1 billion and imports decreased to an estimated US$355 million.

In 2009, this sector contracted by 2.8%, principaly due to adverse weather conditions. Almost 4,500
hectares of planted bananas were either flooded or suffered plagues, resulting in an increase in production costs.
During 2009, traditional agricultural exports declined to an estimated US$922 million and agricultural imports
decreased to US$358 million.

In 2008, this sector contracted 3.2%, principally due to a decrease in the production of melons and bananas
as aresult of crops affected by plagues and adverse weather conditions. During 2008, traditional agricultural exports
increased to an estimated US$1.1 hillion and imports increased to an estimated US$512 million.

Bananas. For the past decade, Costa Rica has been the fourth largest exporter of bananas in the world
according to the Food and Agricultural Organization. Costa Rica s banana plantations are situated on the Caribbean
plain and the southern Pacific coast. Historicaly, banana exports have been subject to fluctuating prices in the
international markets. The average price per metric ton of exported Costa Rican bananas was US$352.8 in 2008,
US$382.3in 2009, US$386 in 2010, US$395.5in 2011 and US$H403.9 in 2012

During 2012, the value of exports (f.0.b.) of bananas increased by 8.9% to US$819 million as compared
with 2011, representing 7.2% of total value of exports (f.0.b.). This increase was principally due to a 6.6% increase
in volume by tons of exported Costa Rican bananas.

In 2011, the value of exports (f.0.b.) of bananas increased by 7.0% to US$752 million, representing 7.2%
of tota value of exports (f.0.b.), principally due to a 2.5% increase in the volume of banana exports. The value of
exports (f.0.b.) of bananas increased by 13% to US$703 million in 2010, representing 7.4% of tota value of exports
(f.0.b.), principally due to a 1% increase in the price of bananas on the international market.

The value of exports (f.0.b.) of bananas decreased by 10% to US$622 million in 2009, representing 7.1% of
total value of exports (f.0.b.), as compared with 2008, principally due to an 8.4% increase in the f.o.b. price for
bananas and a 16.7% decline in the volume of banana exports. The value of exports (f.0.b.) of bananas increased by
2% to US$690 million in 2008, representing 7.3% of total value of exports (f.0.b.), principaly due to a 13.2%
declinein thef.o.b. price for bananas and a 9.5% decline in the volume of banana exports.

Coffee. Historicaly, coffee exports have been subject to volatile prices in the international markets. Costa
Ricais a member of the International Coffee Organization.

For 2012, coffee export earnings reached US$412.5 million, an increase of 10.0% compared with 2011,
representing 3.6% of total value of exports (f.0.b.), primarily due to an increase in the internationa demand for
coffee. In 2011, coffee export earnings increased by 45.6% to US$375 million, representing 3.6% of total value of
exports (f.0.b.). In 2010, coffee export earnings increased by 11% to US$258 million, representing 2.7% of total
value of exports (f.0.b.). In 2009, coffee export earnings decreased by 24% to US$232 million, representing 2.6% of
total value of exports (f.0.b.), primarily due to the global financial crisis. In 2008, coffee export earnings increased
by 21% to US$305 million, representing 3.2% of total value of exports (f.0.b.).

For the year ended December 31, 2011, Costa Rica produced the fourth largest coffee harvest in Centra
America and the fourteenth largest harvest in the world according to the Organizacion Internacional del Café (the
“International Coffee Organization”). The highest quality of Costa Rican coffee is produced in the Central Valley
region and the nearby highlands known as the Zona de los Santos (Zone of the Saints).

According to the Ingtituto de Café de Costa Rica (Costa Rican Coffee Institute), the volume of coffee
exports in 2011 was 1.3 million bags (60K g each), compared with approximately 1.2 million bags in 2010. In 2009,
the volume of coffee exports was 1.1 million bags of coffee. The average price of Costa Rican coffee exports
(measured per quintal) was US$284 in 2011, US$195 in 2010, US$143 in 2009 and US$140 in 2008.
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Other Business Services

The other business services sector of the economy was the sixth largest sector of Costa Rica' s economy in
2012 and consists of publishing, computer programming and consulting, legal and accounting, shared services, back
office, architectura and engineering, advertising and market research, rental and leasing, employment agency,
security and investigation, building and landscaping, and call center services. The average annua growth rate of
this sector between 2008 and 2012 was approximately 11.4%.

In 2012, this sector grew by an estimated 9.6%. The activities that contributed most to the growth rate of
the industry were: call center, advertising and computer programming services. Call center activity grew by 13.5%
in 2012, primarily due to the relocation of call center companies to Costa Rica, motivated by the country’s lower
costs and skilled labor, as well as its macroeconomic and social stability. Advertising services grew by 14.3% in
2012, as a result of stronger sales growth of commercials on radio, television, newspapers and other media
Computer programming services grew by 8.4% in 2012, attributable in part to the creation of new digita media
services. Other service activities such as legal, accounting, market research, security and investigation and building
services also performed positively as a result of increased domestic demand. Architectural and engineering services
and rental and leasing of machinery and equipment showed an increase of 7.2% in 2012, mainly due to the recovery
in private construction.

In 2011, this sector grew by an estimated 12.1%, principally due to the growth in call center services,
shared services centers and information technology services. In 2010, this sector grew by 13.3%, principaly due to
an increase in corporate consulting services. In 2009, this sector grew by 9.4%, principaly due to certain
international compani es establishing centers of operation in Costa Rica. In 2008, this sector grew by 12.1%.

Financial Intermediation and Insurance

During 2012, the financial intermediation and insurance sector grew by 7.5% primarily due to an increase
in fee incomes related to credit cards, money exchange and insurance activities.

In 2011, the financia intermediation and insurance sector grew by 4.3% due to higher credit granted by
commercia banks and the expansion of the insurance sector. In 2010, the financial intermediation and insurance
sector grew by 1.6%. In 2008 and 2009, the financia intermediation and insurance sector grew by 8.6% and 5.0%,
respectively. For a more detailed discussion of the activities of this sector, see “Monetary System—Financial
Sector.”

Instituto Nacional de Seguros (National Insurance Institute, or “INS"), the state-owned insurance company,
was established in 1924 to operate the insurance and reinsurance industry in Costa Rica. Until 2008, INS was the
only insurance company authorized to operate in Costa Rica. INS offers a wide range of products and services,
including life insurance, health insurance and property and casualty insurance. INS aso operates the mandatory
workers' compensation insurance program. As of December 31, 2012, INS had total revenues of US$1.1 hillion.
INS invests its assets principally in debt securities of the Government and the Central Bank and maintains a small
portfolio of debt securities of companieslisted on the Bolsa Nacional de Valores SA. (“Nationa Stock Exchange”).

Construction

During 2012, the construction sector, after three consecutive years of contraction, grew by 5.7%, mainly
due to the recovery in demand for residential and commercial building construction in the private sector and, to a
lesser degree, increased public construction mainly of hydroel ectric projects, roads and hospitals.

The construction sector contracted by an estimated 3.8%, 4.1% and 3.0% in 2011, 2010 and 2009,
respectively, primarily due to the decline in the housing market. The construction sector grew by 14.6% in 2008,
primarily due to the growth in the economy that stimulated real estate prices.

Another important contribution to GDP from the construction sector is public and private construction

projects. Private construction primarily includes rea estate, including the construction of new homes, commercial
warehouses, retail centers and office parks. The amount of the contribution of private construction to the
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construction sector in any period is significantly impacted by prevailing interest rates and the prices of raw
materials.

Consegjo Nacional de Vialidad (“CONAVI™), which is responsible for the national highway system in Costa
Rica, and ICE, the state-owned electric power and telecommunications provider, are the main public consumers of
construction services.

During years in which significant construction or maintenance projects are undertaken by CONAVI or its
concessionaires, these projects make significant contributions to the results of the construction sector. For a
description of significant recent projects and projects planned by CONAVI, see “Government Participation in the
Economy; Deregul ation and Concessions—Concessions.”

ICE constructs, directly or through contractors, hydroelectric, thermal and other electric power plants as
well as the transmission and distribution lines necessary to transport its el ectric power.

Electricity and Water

As of June 30, 2012, amost 80% of the electric power utilized in Costa Rica was generated by
hydroelectric plants, mainly owned by ICE. As of June 30, 2012, the tota €lectric power generation capacity of the
Costa Rican electricity sector was 9.8 million megawatts.

The electricity and water sector grew by an estimated 3.8% in 2012, 2.8% in 2011, 2.7% in 2010 and 3.3%
in 2009. The sector contracted by 0.6% in 2008. The compound annua growth rate of this sector between 2008 and
2012 was approximately 3.2%.

Government Participation in the Economy; Concessions

During the past decade, the Costa Rican Government has worked to promote competition in the economy
by opening various industries, which have been historically controlled by the Government, to private participation
and supporting private sector participation in the economy generally. Since 2008, the Government has:

¢ opened the insurance industry to private participation;
¢ opened the telecommuni cations sector to competition; and
o eased regulations to alow for private sector investment in electricity generation.

Costa Rica's economic policy generally seeks to adhere to market-oriented principles. An important
element of the Government’s economic policy is the promotion of competitive domestic markets. Costa Rican
competition and consumer protection laws:

o regul ate and proscribe large- and small-scal e anti-competitive economic behavior, including corruption;
e promote consumer protection and education; and

e support the creation and success of small businesses.
Government Participation in the Economy

The Republic supports the participation of private enterprise in most sectors of the economy, but
historically has retained control of certain strategic and other important segments through state-owned companies.
The Government has controlled, directly or indirectly, oil refining, the generation, transmission and distribution of
electric power, telecommunications, insurance, water and sewage services, the postal service, rail transportation and
the production of acohol (other than beer and wine). The Government aso operates commercia banks and the
principa ports. Nevertheless, the Republic has undertaken a process of promoting competition with private business
in sectors such as telecommuni cations and insurance.
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Petroleum. Costa Rica has no domestic sources of hydrocarbon fuels. Refinadora Costarricense
de Petréleo (Costa Rican Oil Refinery, or “RECOPE”), the state-owned and sole petroleum refinery in Costa Rica,
is responsible for the development and supervision of the Costa Rican petroleum sector and is the sole importer and
refiner of combustible fuels. RECOPE'’s revenues represented approximately 6.9% of GDP in 2012, compared with
7.4% of GDPin 2011 and 6.9% of GDP in 2010.

Telecommunications and Electricity. |CE, the state-owned telecommunications and el ectric power
company, is the largest commercia electricity enterprise in Central America, with total revenues equivaent to
approximately 6.1% of CostaRica’'s GDP in 2011. ICE isan integrated power utility, generating, transmitting and
distributing el ectric power throughout Costa Rica.

In 2011, provisions in the DR-CAFTA ended the monopoly that ICE held in cellular services, athough
fixed-line service continues to be monopolized by ICE. Two new carriers started cellular service operations during
2012 in Costa Rica, Claro and Movistar.

The Government has permitted the generation of power by the private sector from hydroel ectric and non-
conventiona facilities, so long as the amount generated does not exceed 20 MW per company and an aggregate of
15% of the total instaled electricity generating capacity of Costa Rica. Electric power generated by private
companies must be for self-consumption. Private companies must sell any excess electric power they generate to
ICE.

ICE has been executing an aggressive investment program with hydroelectric projects such as the
Reventaz6n dam and the El Diquis dam, which are expected to increase |CE’s installed capacity by 928 megawatts
in the coming years.

Insurance. Until 2008, al insurance activities (insurance and reinsurance) were conducted by the
INS. It had revenues representing 2.5% of GDP in 2012 and 2011. As aresult of compliance with DR-CAFTA, the
Government opened up the insurance sector to competition and ended the INS' s monopoly. At December 31, 2012,
the insurance sector consisted of 13 insurance companies.

Commercial Banking. The Government participates in the financial services sector, in competition

with the private sector, through three independent commercia banks whose combined total revenues represented
approximately 3.8% of GDP in 2012 and 3.4% of GDPin 2011. See “Monetary System—TFinancial Sector.”
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The following table sets forth certain information with respect to the principal entities controlled by the

Government and their revenues and expenditures for the year ended December 31, 2012.

Company
Refinadora Costarricense de

Petréleo

Instituto Costarricense de
Electricidad
Instituto Nacional de Seguros

Banco Nacional de Costa Rica
Banco de Costa Rica

Banco Crédito Agricola de
Cartago

Junta de Proteccion Social de
San José

Insituto Costarricense de
Acueductosy Alcantarillados
Consgjo Nacional dela
Produccion

Instituto de Puertos del Pacifico

(1) N/A: Not available.

Source: Ministry of Finance

Concessions

(in millions of U.S. dollars and as a percentage of GDP)

Acronym
RECOPE

ICE
INS
BNCR
BCR
BCAC
JPS
ICAA

CNP

INCOP

and Autonomous I nstitutions

Principal State-Owned Cor porations

For the Year Ended December 31, 2012

Total Revenues

Total Expenses

Activity
Refining and
importation of
petroleum $3,128.3
Electricity and
tel ecommunications N/A®
Insurance
1,1355
Commercial Bank
936.2
Commercial Bank
627.0
Commercial Bank
126.6
L otteries and social
services 290.9
Water and sewage
services 207.2
Marketing of
agricultural
products 60.9
Ports
8.0

6.9%
N/A®
25
21
14
0.3
0.6

05

0.1

0.0

$3,2235
N/A®
866.0
878.2
576.6
108.4
272.0

2013

66.6

9.7

7.2%
N/A®
1.9
20
13
0.2
0.6

0.4

0.1

0.0

Net Income
$(952) (0.2%
NA®  N/A®
269.5 0.6
58.1 0.1
50.4 0.1
18.2 0.0
189 0.0
58 0.0
(5.7) (0.0
1.7 (0.0

The Ley General de Concesién de Obras Publicas con Servicios Publicos (General Law of Public Works
Concessions and Public Services) created the Consglo Nacional de Concesiones (National Concessions Board) to
administer the awarding of concessions for public infrastructure projects.

Since 2007, the National Concessions Board has awarded concessions relating to airports and ports.

The Government has also considered, and in some cases implemented, options for increasing private sector
involvement in activities previousy carried out solely by the state. Mechanisms under review include

subcontracting, leasing, joint ventures, and permitting private sector investment in turnkey projects.

Airport Concession; Investment Management of Airport Services at the Juan Santamaria

International Airport

The main internationa airport of Costa Rica is Juan Santamaria. It was awarded in 1999, by the Contrato
para la Gestion Interesada de los Servicios Aeroportuarios prestados en e Aeropuerto Internacional Juan
Santamaria (Contract for the Investment Management of Airport Services at the Juan Santamaria International
Airport). It was recently awarded by the Airports Council International (ACl), a Switzerland based organization, as
the third best airport in its category in Latin America and the Caribbean.

In 2009, Aeris, a venture formed by HAS Development Corporation of USA, Airport Development
Corporation of Canada and Andrade Gutierrez Concessoes S.A of Brazil, obtained an assignment of the Contract for
the Investment Management of Airport Services at the Juan Santamaria International Airport operation,
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management, maintenance, rehabilitation, financing, construction and promotion. Following this assignment there
have been several improvements in the airport’s infrastructure. Construction is continuing at the main terminal and
is expected to be completed by 2015.

Daniel Oduber airport is an international airport in Costa Rica, located in Liberia, the northwestern part of
the country, close to the coast and in the most popular tourist area. In 2008, Coriport, an entity owned by MMM
Aviation Group, S.A., the ADC&HAS Aviation, SA.., Emperador Pez Espada SRL., Inversiones Cielo Claro,
SRL, and Cocobolo Inversiones SR.L., was awarded a 20-year concession for the design, planning, financing,
construction, operation, and maintenance of a new passenger terminal at Daniel Oduber airport. As of October 30,
2012, Coriport had completed the first stage of the project and the airport is operating in accordance with
international standards.

Highway Concessions

In 2001, the National Concessions Board awarded to Autopistas del Sol, a consortium composed of Sacyr
Vallehermoso, FCC Construction, M& S DI-MS International Development and Soares da Costa, a concession for
the construction, operation and maintenance of Route 27, one of the most important routes to the Pacific coast. The
route is currently in service and has significantly reduced the travel time to the Pacific coast, improving commerce
and tourism in the area.

In 2012, the National Concessions Board granted a concession of a highway from San José to San Ramén
to Construtora OAS Ltd. The route is strategic because it is the main roadway to the international airport of Juan
Santamaria.  While the project was scheduled to commencein 2013, certain stakeholders raised strong objections to
the project, arguing that the concession should be voided. In light of such objections, on April 22, 2013, the
Republic announced that after consultation with Construtora OAS Ltd. the parties determined to terminate the
concession by mutual accord.

Port Concessions

The concession for the administration of the Caldera port in the Pacific was awarded in 2002. The port is
now operating satisfactorily and has significantly reduced the loading and unloading times for ships from 17
containers per hour to 40 containers per hour (from 8,400 tons per day to 14,000 tons per day).

In 2011, APM Terminal, a subsidiary of AP MallerHaersk A/S, was awarded a 33-year concession to
design, finance, construct, operate and maintain the Moin Container Terminal at Puerto Limén, the most important
port of Costa Rica. The port currently supports 80% of the internationa trade in the country and the project is
expected to raise Costa Rica' s growth and international competitiveness. Tota investment in the project is expected
to amount to more than US$1.0 billion and commencement of construction is expected to begin in 2013. The
Government is planning to expand the roadwork connecting to the port.

Employment, Labor and Wages

According to the 2012 Continuing Survey of Employment (taken once per year in the month of July), as of
June 30, 2012, the Costa Rican labor force consisted of approximately 2.2 million persons, representing
approximately 50.5% of the total population.

In 2012, the unemployment rate increased to 7.8% from 7.7% in 2011. In 2011, the unemployment rate
increased to 7.7% from 7.3% in 2010, mainly as a result of the owdown in production in the restaurants and hotels
sector and the fishing and livestock farming sector.

In 2010, the unemployment rate was at 7.3% and there was an increase of 23,106 of employed individuals.
The sectors that recorded the highest growth in the number of workers hired were the financia intermediation,
manufacturing, electricity, gas and water sectors.

In 2009, the unemployment rate increased to 7.8%, from 4.9% in 2008, primarily due to the effects of the
globa financia crisis.
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In 2010, the Nationa Ingtitute of Statistics developed a new methodology for household surveys. All
statistics and data prior to 2010 are not comparabl e to the new series statistics and data from 2010 and thereafter.

The following table sets forth certain information with respect to the Costa Rican |abor force as of the years
indicated.

Labor Force and Employment®

2008 2009 2010 2011 2012
Labor Force.....ooovvvun... 2,059,613 2,121,451 2,051,696 2,154,545 2,181,745
EMplOYee.......ccovvevvvennes 1,957,708 1,955507 1,902,164 1,989,530 2,012,255
Unemployed.................. 101,905 165,944 149,532 165,015 169,490
Unemployment Rate...... 4.9 7.8 7.3 7.7 7.8

(1) Figures prior to 2010 are not comparabl e to figures from 2010 and thereafter because of
achange in methodology, primarily as aresult of the inclusion of additional data beginning
in 2010, by the Nationa Institute of Statistics.

Source: Central Bank of Costa Rica

Because the Government’ s employment survey is only taken once per year in the month of July, it may not
reflect the impact of cyclical employment trends, such as those that may occur among coffee growers and other
cyclical industries, and may lag behind current conditions.

According to Costa Rica's 2012 National Household Survey, as of July 31, 2012, private economic activity
employed approximately 1.72 million people, representing 79% of the labor force, compared with 1.69 million
people as of July 31, 2011, representing 78% of the labor force at that time. Attracted by employment opportunities
in Costa Rica, immigrants from Nicaragua form a significant portion of the labor force in construction, domestic
services and agriculture in Costa Rica. Migrant workers are required to obtain a work permit from the Government
and contribute to socia security. In 2012, the Government approved the issuance of immigrant visas to businesses
that establish apresencein CostaRica.

Employment in the private sector is generaly at-will, although employers must compensate employees
terminated without just cause. Such compensation includes a notice of dismissal and a severance payment based on
the number of years of service up to eight years, vacation days not enjoyed and proportiona Christmas bonus. The
Constitution requires that minimum wages be fixed in each sector. Subject to this limitation, employers and
employees are free to set wages and salaries. In private sector, minimum wages are adjusted twice a year.
Employees may enter into collective agreement mechanisms and direct arrangements for collective bargaining of
their salaries or may make use of wages and salary arbitration mechanisms. Costa Rican law provides protection
against the dismissal of pregnant women and provides additional employment benefits to the disabl ed.

Public sector employees may be terminated only for just cause. Wages and salaries of public sector
employees are subject to two annua cost of living adjustments. Since 1978, Costa Rican law has prohibited
collective bargaining by public sector employees, except in specific ingtitutions which had collective bargaining
agreements in effect prior to 1978. In addition, the Supreme Court eliminated arbitration of public-sector
employment disputesin 1993.

33



The following table sets forth the evolution of nomina wages for the periods indicated.

Average Monthly Wages

(in U.S. dallars)
As of June 30,
2008 2009 2010 2011 2012
All SECLOrS.....coveveiecieeeie e $554.8 $593.6  $699.7 $801.6 $837.2
Privates enterprises................ 533.8 546.6 650.7 7315 766.7
Domestic Services.........oeu.... 209.0 210.8 245.7 272.2 286.7
Autonomous institutions........ 1,217.0 1,365.0 15379 18218 2,0554
Government.........coceeveveeniene 879.6 1,0545 1,265.7 15265 1,545,0
Self-employed...........ccccueee. 247.6 237.8 291.4 335.1 332.6
Specia agreements................ 149.3 141.6 209.7 251.9 252.9

Source: Caja Costarricense del Seguro Social (Costa Rican Social Security Fund)

Poverty

Costa Rica has one of the lowest poverty rates in Latin America, primarily as a result of its investment in
socia programs. Historicaly, Costa Rica has provided social assistance and housing to poor families through
FODESAF which is funded primarily with sales tax revenues. The Government has undertaken initiatives to
restructure FODESAF with the goal of further strengthening FODESAF s operations. These initiatives are designed
to improve the efficiency of its anti-poverty efforts through decentralization and speciaization of certain programs
and monitoring and evaluating the social programs supported by FODESAF, and include program evaluations,
financial auditing and cost controls.

The following table sets forth certain information with respect to Costa Rican poverty rates as of the dates
indicated.

Poverty Rates®

2008 2009 2010 2011 2012

Total Population..........cccoeveneeneeieen. 100.0% 100.0% 100.0% 100.0% 100.0%
NON-POVELY ... 79.3 78.3 78.7 78.4 79.4
POVErY ..o 20.7 21.7 21.3 21.6 20.6
Non-extreme poverty .........cccoceeeee. 16.4 16.5 16.8 16.9 14.3
EXtreme poverty.........cocceeevereeenn 4.3 5.2 45 47 6.3

(1) Figures prior to 2010 are not comparable to figures from 2010 and thereafter because of a
change in methodology, primarily as a result of the inclusion of additional data beginning in
2010, by the National Institute of Statistics.

Source: National Institute of Satistics.
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BALANCE OF PAYMENTSAND FOREIGN TRADE
Balance of Payments

In 2012, Costa Rica's capitad account surplus exceeded its current account deficit, resulting in a US$2,110
million increase in the Central Bank’s net international reserves. Net international reserves amounted to US$6.9
billion, equivalent to approximately 6.0 months of imports.

In 2011, Costa Rica's capita account surplus exceeded its current account deficit, resulting in a US$132.4
million increase in the Central Bank’s net international reserves. Net international reserves of the Central Bank stood
at US$4.8 hillion at December 31, 2011, equivalent to approximately 4.9 months of imports for that year.

In 2010, Costa Rica's capita account surplus exceeded its current account deficit, resulting in a US$561.1
million increase in the Central Bank’s net international reserves. Net international reserves of the Central Bank stood
at US$4.6 hillion at December 31, 2010, equivalent to approximately 3.5 months of imports for that year.

In 2009, Costa Rica's capita account surplus exceeded its current account deficit, resulting in a US$260.5
million increase in the Central Bank’s net international reserves. Net international reserves of the Central Bank stood
at US$4.1 hillion at December 31, 2009, equivalent to approximately 5.7 months of imports for that year.

In 2008, Costa Rica's current account deficit exceeded its capital account surplus, resulting in a US$348
million decrease in the Central Bank’s net internationa reserves. Net international reserves of the Central Bank
stood at US$3.8 billion at December 31, 2008, equivalent to 3.9 months of imports for that year.

Current Account

In 2012, Costa Rica's current account deficit was US$2.3 billion (5.2% of GDP). Imports grew at a lower
rate of 7.8% in 2012 in comparison with the previous year’s growth of 19.9%, primarily due to a deceleration in the
growth rate of raw materia imports intended for tax-free zone enterprises, in addition to amost zero growth rate in
fuel imports. Exports grew by 10.2% in 2012 compared with 9.1% growth in 2011, primarily due to increased
exports of microelectronics, microprocessors and medical devices, as well as increased exports in the information
services sector.

In 2011, the current account deficit increased to US$2.2 billion (5.3% of GDP), from $1.3 billion (3.5% of
GDP) in 2010. The increase in the deficit is mainly due to the increase in imports of 19.9% as a result of higher
internationa oil prices and an increasein the import cost of raw materials and consumer goods. Exports increased by
9.1% in 2011, mainly as result of an increase in exports of electronic components. The services baance grew by
25.9%, as a result of the increase in companies locating in Costa Rica seeking to benefit from the country’s highly
skilled labor force and accessible geographic location.

In 2010, the current account deficit increased to US$1.3 billion (3.5% of GDP), from US$576 million
(2.0% of GDP) in 2009. The gradual rebound of external demand in 2010 triggered an increase in exports of goods
and services. Import growth, however, was higher than that of exports. The current account deficit was a direct
conseguence of a combination of different factors such as higher internationa oil prices and imports of raw
materials, as well as high domestic demand for consumer goods. The services balance also grew by 20.5%, mainly
due to increases in tourism services and business and computing services.

In 2009, the current account deficit declined to US$576 million (2.0% of GDP), from US$2.8 billion (9.3%
of GDP) in 2008. The international economic crisis impacted economic activity significantly, which resulted in a
larger decline in imports than exports. Imports decreased because domestic demand slowed significantly. Inventories
were used to supply the local demand and prices of commodities, including oil, raw materials and grains, decreased
significantly. Despite the global economic slowdown, some export sectors displayed increased sales in 2009, such as
software production and call center services.

In 2008, the current account deficit increased to US$2.8 hillion (9.3% of GDP) from US$1.6 billion (6.3%
of GDP) in 2007. The increase in the deficit was mainly due to higher international oil prices and greater imports of
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raw materias, capita goods and consumer goods. Exports grew by 2.9% in 2008, mainly due to higher saes of
agricultural and manufactured goods.

Capital Account

In 2012, the capita and financia account surplus was US$4.4 billion (9.9% of GDP), compared with
US$2.6 hillion (6.3% of GDP). These flows financed the current account deficit and resulted in an increase in net
international reserves. The Central Bank reduced its net debt level in 2012, while the Government and other non-
financial public sector entities increased their external obligations. During 2012, the Republic issued its Notes due
2023 in the aggregate principal amount of US$1 billion and the ICE issued its notes due 2021 in the aggregate
principal amount of US$250 million.

In 2011, the capita and financia account surplus was US$2.6 billion (6.3% of GDP), compared with
US$2.0 hillion (5.5% of GDP) in 2010. The increase in the surplusis primarily explained by the increase in foreign
direct investment, which was US$2.2 hillion in 2011 compared with US$1.5 billion in 2010. In 2011, foreign direct
investment was directly invested in industria activities (33.1%), commerce (15.3%), rea estate (10.6%), tourism
(5.3%), agriculture (1.6%) and other activities (34.2%).

In 2010, the capital and financial account surplus increased to US$2.0 billion (5.5% of GDP) from US$707
million (2.4% of GDP) in 2009. Even though the Central Bank and state-owned banks decreased their net debt with
non-residents, the Government and non-financial public enterprises increased their liabilities with the rest of the
world by a larger amount. International financial resource transfers reached US$776 million, including a US$521
million loan from the World Bank, a US$136 million loan received from the Central American Bank of Economic
Integration (CABEI) and a US$55 million loan from the IADB to the Government and the ICE. Amortization
outflows reached US$272.9 million, consisting of US$194 million paid to various multilateral organizations, US$54
million paid to bilatera institutions and US$25 million paid to commercial banks. On the other hand, private sector
flows had lower outflows compared with the previous year as aresult of lower levels of financia operations.

In 2009, the capital and financial account surplus decreased to US$707 million (2.4% of GDP) from
US$2.5 hillion (8.3% of GDP) in 2008, mainly due to Central Bank and Government amortizations in excess of
received disbursements and the increase in capital repatriation as a result of increasing risk aversion by international
investors.

In 2008, the capital and financia account surplus decreased to US$2.5 billion (8.3% of GDP) from US$2.6
billion (9.8% of GDP) in 2007. As was the case in 2009, in 2008 Central Bank and Government amortizations
exceeded disbursements. The net outflows were partialy offset by the US$182 million increase in foreign direct
investment in 2008. Foreign direct investment was directed mainly to the industrial (26.7%) and agricultural
(21.5%) sectors of the economy.
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The following table sets forth Costa Rica s balance of payments for the periods indicated.

Balance of Payments
(inmillions of U.S. dollars)
For the year Ended December 31,

2008 2009 2010 2011 2012

CUITENt ACCOUN ... $(2,787) $(576) $(1,281) $(2203)  $(2,341)
Goods Trade Balance...........ccoen.... (5,013) (2,039) (3,440) (5,151) (5,309)
Exports (f.0.0.) ..covveeveiececcrernn. 9,555 8,838 9,516 10,383 11,442
IMPOrts (£.0.5.) c.oveeeeeeereeieeenan (14,569) (10,877) (12,956) (15,534)  (16,752)
Services BAlance.........ocvvevvverennenn. 2,201 2,188 2,537 3,193 3,525
Y40 o £ 4,083 3,593 4,32 4,973 5,560
[MPOMS....voverereeeeeere e ereeneeen (1,882) (1,405) (1,783) (1,780) (2,035)

REN ...t (417) (1,084) (745) (567) (886)
(017" | SO 420 219 199 214 214
1= o) (837) (1,303) (944) (781) (1,100)
Current Transfers.......ooevveervveeennenn. 442 359 366 323 329
(/7= | T 707 593 606 593 624
7= o) T (264) (239) (239) (271) (299)
Captid and Financid Account............. 2,487 707 1,986 2,556 4,384
Capital ACCOUNt ..........covverrrrrreernan. 7 58 54 22 38
Financial ACCOUNt...........ccceevvvevnnnen. 2,480 649 1,933 2,535 4,347
ASSEES. ..o (153) 3 (183) (43) (298)
Liabilities.....ccocveeviiiiieieececeeiens 2,633 646 2,115 2,577 4,645
Errors and OMissions..............ccc.euenn. (48) 129 (144) (221) 67
International Monetary Reserves®...... 348 (260) (561) (132) (2,110)

(1) A positive number represents a decrease in international reserves and a negative number represents an increase in
international reserves.

Source: Central Bank of Costa Rica

Foreign Trade

Costa Rica has adopted atrade policy that is designed to integrate the country into the global economy. The
implementation of this policy is reflected largely in the increase in Costa Rica's exports, the diversification of its
products, and the diversification of the markets for its products, the increase in foreign direct investment, and the
generation of employment by the export sector.

Three decades ago, Costa Rica was significantly dependent on four traditional agricultural goods (coffee,
bananas, sugar and beef). Today, the country exports over 3,000 different products. The quantity and variety of
agricultural goods sold abroad has increased and now includes products such as watermelons, pineapples, melons,
potatoes and ornamental plants. In addition, Costa Rica is exporting high-technology products, such as computers,
medicines and medica equipment. As a result, the four traditional agricultural goods accounted for only 12% of
Costa Rica stotal exportsin 2012.

Costa Rica has aso increased its market diversification during the past decade. It exports to approximately
130 countries around the world. In 2012, approximately 39.2% of Costa Rica's exports were sent to the United
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States, 18.2% to the European Union, 14.0% to Centra America, 13.0% to Asia, 6.0% to other Latin American
countries and 9.6% to various other countries.

Foreign trade in Costa Rica depends largely on the economies of the United States, the European Union
and other Central American countries, given that approximately 71.5% of total exports go to these areas. The
economic slowdown in those countries in 2009, together with the uncertainty of the magnitude, duration and impact
of the global economic crisis were important causes for the externa demand slowdown for Costa Rican exportsin
2009. Exports have rebounded in the past three years, however, as Costa Rica adjusted its volume of exports to
international market prices.

The following table sets forth information about the value of Costa Rican imports and exports for the
periodsindicated.

M erchandise Trade Balance
(in millions of U.S. dollars)

Exports Imports M er chandise

(f.o.b.) (c.i.f) Trade Balance
For the year ended December 31, 2008................ $9,555 $14,569 $(5,013)
For the year ended December 31, 2009............... 8,838 10,877 (2,039)
For the year ended December 31, 2010............... 9,516 12,956 (3,440)
For the year ended December 31, 2011.............. 10,383 15,534 (5,151)
For the year ended December 31, 2012.............. 11,442 16,752 (2,373)

Source: Central Bank of Costa Rica

Exports

In recent years, Costa Rica's foreign trade has gained importance. Changes in Costa Rica’'s export model
and the increased aggregate value of Costa Rica s national production have resulted in export growth, on average, of
4.4% annually from 2008 to 2012. The expansion of high-tech manufacturing in Costa Rica has been enhanced by
the arrival of Intel and other companies, including Lucent Technologies and Abbott Laboratories, which have
assisted in the expansion and diversification of the country’s production for the local and external markets.

In 2012, total exports (f.0.b.) increased by 10%, primarily due to increased exports of microelectronics,
mi croprocessors and medical devices. Services exports increased by 11.7%, primarily due to growth in the computer
and information services sector.

In 2011, total exports (f.0.b.) grew by 10%. During the first half of 2011, the growth in exports was led by
exports in manufactured goods (food products, metals and paper-paperboard products). During the second half of
2011, exports were driven largely by exports of goods from free trade zones, such as eectronic components and
microprocessors. Exports of services related to business centers, call centers and tourism also increased.

In 2010, total exports (f.0.b.), including in-bond and free trade zone exports, reached US$9.4 hillion, an
increase of 7.6% compared with total exports of US$8.8 hillion in 2009. Theincrease in exports was principally due
to increased exports of free trade zone goods, which increased 6% year-on-year. Traditional exports increased by
17.3%in 2010.

In 2009, total exports (f.0.b.), including in-bond and free trade zone exports, reached US$8.8 hillion, a
decrease of 7.6% compared with total exports of US$9.5 billion in 2008. The decline in exports was mainly dueto a
decrease in non-traditional exports by manufacturing industries (12.3%) and in-bond industries (30%). Exports of
traditional products also decreased, principally due to a decline in prices and a decrease in volume of exports of
international coffee, meat and sugar cane.
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In 2008, tota exports (f.0.b.), including in-bond and free trade zone exports, increased to US$9.5 hillion.
Theincrease in exports was principally due to a 6.5% increase in non-traditiona exports.

The following table sets forth the value of exports (f.0.b.) by principa products for the periods indicated.

Value of Exports (f.0.b.) by Principal Productsand Percentages of Total
(in millions of U.S. dallars)
For the Year Ended December 31,

2008 2009 2010 2011 2012
Traditional .......... $1,0669  112%  $921.7  105% $1,08L1  114%  $1,2427 11.9%  $1,3517
Bananas ........ 689.7 73 622.4 7.1 702.9 7.4 752.4 7.2 819.4
Coffee .. 305.0 32 232.2 26 257.5 2.7 374.9 36 4125
Sugar cane ... 34.4 04 27.7 03 81.0 09 68.6 07 69.2
Beef . 37.8 04 39.4 04 398 04 467 04 50.6
Non-traditiond ..... 8,436.8 888  7,862.0 895 83670 886  9,1658 881 10,1010
Industry ......... 2,164.7 228 18990 216 21249 225 2,441.9 235 2,631.9
Agricultural ... 1,044.8 110 1,0320 117 1,1065 117 1,1536 111 1,207.0
Zongeemde """" 4,866.3 512 46774 533 49590 525 53810 5.7 60165
inbond ... 361.1 38 253.6 29 176.5 1.9 189.2 18 245.6
1< C $9,5037 100.0% $8,783.7 100.0% $9,4481 100.0% $10,4084 100.0% $11,452.7

Source: Central Bank of Costa Rica

Since the mid-1980's, Costa Rica has continued to liberalize its economy. The promotion of exports as
well as export diversification has become the focus of Costa Rica's foreign trade policy. Moreover, until 2006,
Costa Rica's exchange rate policy, through a crawling peg regime, aimed to adjust nominal exchange rates in
accordance with the inflation rate differentials between Costa Rica and its principal trading partners in order to
maintain the competitiveness of Costa Rican exports. Beginning in 2006, the Central Bank transitioned out of the
crawling peg regime and into a managed floati ng exchange regime with bands.

The Promotora de Comercio Exterior de Costa Rica (Promoter of Costa Rican Foreign Trade) is charged
with designing and coordinating programs with respect to exports and investments and has opened offices in
Canada, Germany, Mexico, Chile, China, Trinidad and Tobago, Panama, Dominican Republic, Miami and New
York.

Imports

Over the past five years, the levels of Costa Rican imports have increased while the composition of those
imports has changed. Imports (c.i.f) increased by 18.7% in 2008, but decreased by 25.9%in 2009. Imports (c.i.f)
increased by 19.1% , 19.5% and 8.4% in 2010, 2011 and 2012, respectively. Imports of raw materials and capital
goods accounted for most of the growth, reflecting increased growth of the industria manufacturing sector, which
has contributed to the overall expansion of the economy. Imports of capital goods and raw materias, primarily for
the industrial manufacturing and construction sectors, accounted for 71%, 71%, 70%, 67% and 66% of total imports
in 2008, 2009, 2010, 2011 and 2012, respectively.

In 2012, the import of goods and services increased by 8.4%, primarily due to an increase in purchases of
consumer goods, raw materias (for the electrical and el ectronics sector) and capital goods, as well as metal lurgy and
metalworking, tools and transport equipment.

In 2011, the imports of goods and services grew 19.5%, primarily driven by purchase of raw materias and
consumer goods.
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Imports (c.i.f.) increased by 19.1% to US$13.6 hillion in 2010, compared with US$11.4 hillion in 2009.
Theincrease in imports was principally dueto a 12.7% increase in imports of capital goods (principally in free trade
zones) and a 21.4% increase in imports of consumer goods (principally durable goods). Imports of fuels and
lubricants also increased by 25.6% in 2010, primarily as a result of higher oil prices.

In 2009, imports (c.i.f.) decreased by 25% to US$11.4 billion, compared with US$15.4 billion in 2008,
mainly due to the slowdown in economic activity as a result of the international economic crisis. The imports that
were most affected were raw materias and construction materials, decreasing by 27.4% and 37.5%, respectively.
During the same period, commodity prices for oil and grains decreased.

Imports (c.i.f.) increased by 18.7% to US$15.4 hillion in 2008, compared with US$13.0 hillion in 2007.
The increase in imports was principally due to an increase of 45.8% in imports of fuels and lubricants resulting from
an increase in the international prices of hydrocarbons. A 13.3% increase in imports of consumer goods, a 16.1%
increase in imports of raw materias and a 14.4% increase in imports of capital goods also contributed to the increase
intotal imports.

Costa Rica has no domestic sources of hydrocarbon fuels. Imports of crude oil and other fuels, as well as
all refining activities, are under the control of RECOPE, a state monopoly.

The following table sets forth the value of imports (c.i.f.) by principa products for the periods indicated.

Value of Imports (c.i.f.) by Economic Sectorsand Percentage of Total
(in millions of U.S. dollars, except percentages)
For the Year Ended December 31,
2008 2009 2010 2011 2012

Raw matesials ooven...... $8,022.1 52(;/?) $5826.1 511%  $6984.7 5L5%  $7,8480 484%  $83250  47.4%
Industry and rining . 75106 489 54684 480 66208 489 74080 457 78485 447
Agriculture oonvo.... 5116 33 357.7 31 355.0 26 4400 27 4765 2.7

Consumer goods ........ 27676 180 22418 197 2725 201 32596 201 36781 209
Non-durable goods . 18%3 123 17008 149  198L2 146 23377 144 25958 148
Durable goods ....... 8713 57 540.9 47 7413 55 9219 57 10823 6.2

Capital GOOdS +.rrvrnn..... 23596 153 19099 168 21515 159 25578 158 28539 162
Industry and rining . 18308 119 15768 138 17667 130 21036 130 23585 134
Agriculture oonvo.... 990 06 64.0 06 743 05 871 05 738 04
Transportation ....... 4208 28 269.2 24 3106 2.3 3671 23 4216 24

CONSIUCHON oo 525 34 328 29 3519 26 4605 28 4922 2.8

Fuels and lubricants ... 16673 108 1,077.1 95 13525 100 20034 129 = 22269 12.7

oters 309 02 11.9 01 6.3 0.0 02 00 14 00

TOtEl oo $153725 100%  $11,3947  100% $13569.6 100% $162195 100% $17,5775  100%

Source: Central Bank of Costa Rica

Direction of Trade

The United States of America is Costa Rica’'s most important trading partner. In 2012, trade with the
United States accounted for approximately US$1.5 hillion, or 13% of tota exports (including free trade zones
exports), and approximately US$5.3 billion, or 30.3% of total imports.

Trade with members of the Centra American Common Market (CACM) has increased over the past five
years as the economies of these countries have become more stable. Exports to CACM countries increased to
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US$1.22 hillion during 2012, compared with US$1.15 hillion in 2011. Imports from CACM increased to US$812
million in 2012, compared with US$790 million in 2011.

Although the DR-CAFTA became effective on January 1, 2009, the agreement could not minimize the
effects of the global financial crisis on Costa Rican exports to the United States. In 2009, the value of exports (f.0.b.)
to the United States decreased approximately 8.9%. In subsequent years, however, the value of exports (f.0.b.) to

the United States grew approximately 12.0%, 11.9% and 8.8% in 2010, 2011 and 2012, respectively.

The following table sets for the value of exports (f.0.b.) by country for the periods indicated.

Value of Exports (f.0.b.) by Country and Per centage of Total?

2008
Central America ...... $1,005.9 10.6%
Guatemada ........... 258.5 2.7
El Salvador .......... 203.9 21
Honduras.............. 228.1 24
Nicaragua ............ 3155 33
North America ........ 1,286.0 135
Canada ................ 35.7 04
United States ....... 1,182.1 124
Mexico .......ccee... 68.2 0.7
Caribbean
Countries ......cc.cee.... 94.3 10
Others Latin
America ....ocoeeeeene 662.5 7.0
EUrope ....ccoveeeueeenne 1,051.1 111
Germany ............. 146.1 15
SPaEIN eveeeeeerienns 55.0 0.6
Belgium and
Luxembourg ............ 269.3 28
1= VAR 117.8 12
United Kingdom .. 115.8 12
Other Europe ....... 347.0 3.7
ASia .o, 121.2 13
Japan ......ccceeeee. 29.0 0.3
South Korea ........ 6.9 0.1
Others ....coeevueeeee. 85.3 09
Oceania .....coeeeruvenen 48 0.1
AFriCa o 10.8 0.1
Others .....cccveeeeeenn. 39.6 04
In-bond ......ccccunenne 361.1 38
Free Trade Zones ..... 4,866.3 51.2
Total oo $9,503.7 100.0%

(in millions of U.S. dallars)

For the Year Ended December 31,

2009
$895.5 10.2%
2425 2.8
161.9 1.8
205.0 2.3
286.1 33
1,162.5 13.2
313 04
1,076.9 12.3
54.3 0.6
88.7 1.0
591.3 6.7
956.6 10.9
939 11
40.0 05
256.6 2.9
120.0 14
106.3 1.2
636.0 7.2
106.6 1.2
14.1 0.2
6.0 0.1
86.5 1.0
8.7 0.1
11.0 0.1
319 04
253.6 2.9
46774 53.3
$8,783.7 100.0%

2010

$1,009.8
269.3
193.0
221.8
325.7
1,312.0
62.7
1,206.6
427

82.0

685.3
1,046.6
106.3
41.7

266.3
131.8
142.8
357.7
149.8
16.9
112
121.7
75
195
0.0
176.5
4,959.0
$9,448.1

10.7%
29
2.0
23
34

13.9
0.7
12.8
05

0.9

7.3
111
11
04

2.8
14
15
38
16
0.2
0.1
13
0.1
0.2
0.0
19
525
100.0%

2011

$1,153.9
295.2
212.9
250.6
395.3
1,446.6
55.4
1,350.3
40.9

91.3

788.9
1,157.4
116.0
43.8

208.2
133.6
241.6
414.1
175.3
176
19.3
138.3
12.4
12.4
0.0
189.2
5,381.0
$10,408.4

(1) Exportsfrom free trade zones and in-bond industries are uncategorized as to destination.

Source: Central Bank of Costa Rica
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11.1%
2.8
2.0
24
3.8

13.9
05
13.0
0.4

0.9

7.6
111
11
0.4

2.0
13
2.3
4.0
17
0.2
0.2
13
0.1
0.1
0.0
18
51.7
100.0%

2012
$1,220.9 10.7%
314.1 2.7
225.6 2.0
260.7 2.3
420.5 3.7

1,561.4 13.6

41.4 0.4
1,469.7 12.8
50.3 0.4
92.8 0.8
872.1 7.6

1,241.4 10.8

94.2 0.8
64.4 0.6
193.2 17
192.3 17
2238 2.0
4735 4.1
183.2 16
145 0.1
216 0.2
147.0 13
12.9 0.1
5.8 0.1
0.0 0.0
245.6 21

6,016.5 52.5
$11,452.7  100.0%



The following table sets for the value of imports (c.i.f.) by country for the periods indicated.

Value of Imports (c.i f.) by Country and Per centage of Total®
(inmillions of U.S. dollars)
For the Year Ended December 31,

2008 2009 2010 2011 2012
Central America .....coceevveeeaene $602 3.9% $525.7  4.6% $614.9 4.5% $790.3 4.9% $811.7  4.6%
Guatemaa .......cccoeeeevveerenene 289.4 1.9 270.7 24 314.8 2.3 370 23 391.0 22

El Salvador 148.1 1.0 116 1.0 133.6 1.0 187.8 12 209.2 12
Honduras .......ccccceevevvveennnn, 58.7 0.4 55.1 05 774 0.6 1117 0.7 107.8 06
Nicaragua.......cccceevevrvnennnn. 105.7 0.7 84.0 0.7 89.2 0.7 1207 0.7 103.7 06
North America .......cccceeveeneene. 4,787.7 312 3,7340 32.8 47215 34.8 5,970.5 36.8 6,615.5 376
Canada ........cccooveveerieenenn, 146.9 1.0 95.6 0.8 104.4 0.8 153.4 0.9 198.8 11
United States .......ccevvervvrinnns 37283 243 29387 25.8 3,800.2 28.0 4,804.0 29.6 5,319.2 30.3
MEXICO .voevverecrieecteereeeeiene, 912.4 59 699.6 6.1 822.9 6.1 1,013.0 6.2 1,097.5 6.2
Caribbean Countries ............... 89.2 0.6 107.9 0.9 215.0 16 113.2 0.7 57.2 0.3
Others Latin America ............. 2,861.7 186 1,695.7 14.9 1,433.0 10.6 1,494.6 9.2 1,484.9 8.4
BUrope ..o 1,283.9 8.4 865.5 7.6 1,067.8 79 1,196.5 74 1,187.9 6.8
2295 15 1815 1.6 275.7 20 235.1 14 263.3 15

1432 0.9 109.2 1.0 139.7 1.0 167.7 1.0 179.4 1.0

62.6 0.4 339 03 54.9 0.4 8238 05 473 0.3

1381 0.9 937 0.8 127.7 0.9 141.8 0.9 1137 0.6

108.4 0.7 645 0.6 89.9 0.7 87.8 05 76.9 0.4

602.2 39 382.8 34 379.8 2.8 481.2 30 507.3 29

ASI8.ciicii 1,911.8 125 1,300.2 114 1,791.1 13.2 2,339.3 144  2,556.7 14.5
Japan ... 428.4 238 239.2 21 358.0 2.6 429.2 26 467.3 2.7
South Korea .......ccccoeevviiennen. 220.2 14 91.8 0.8 128.7 0.9 2035 13 260.3 15
Others ....ccovvcvvveecireeeen 1,263.2 8.2 969.2 85 1,304.5 9.6 1,706.6 105 1,829.1 10.4
165 01 17.1 01 12.9 01 25 01 14.1 0.1

12.3 0.1 98.9 09 726 05 76.8 05 185 0.1

(01715 £ TR 63.4 0.4 82.2 0.7 101.4 0.7 101.3 06 154.9 0.9
In-bond ......ccooeveircee 117.4 0.8 95.7 038 116.3 0.9 267.3 16 414 24
Free Trade Zones ..........c......... 3,228.4 21.0 25747 226 3,021.3 223 3,397.2 20.9 3,641.9 20.7
Capital Goods Specia Regimes 373.0 24 297.1 26 395.7 2.9 450 28 620.0 35
Totd oo $15,347.4 1000% $11,3947 100.0% $13569.6 100.0% $16,2195 100.0% $17,577.5 100.0%

(1) Imports from free trade zones and in-bond industries are uncategorized asto origin.
Source: Central Bank of Costa Rica

Foreign Investment

The Costa Rican economic development model is based on international economic integration, export
diversification and foreign direct investment. One of the key elements of this strategy is the diversification of
investors. Historically, the United States of America was the main source for foreign direct investment. China,
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however, has recently become an important investment partner, while traditional partners such as Mexico and Spain
have remained significant partnersin investment and job creation.

Foreign direct investment inflows in Costa Rica are significantly different from the rest of Latin America
While most of other Latin American countries attract foreign direct investment channeled to natural resources
sectors, Costa Rica has concentrated foreign direct investment inflows in technology and knowledge-intensive areas.
Although manufacturing is still a top generator of foreign direct investment, Costa Rica has been diversifying its
sources of foreign direct investment to service industries such as design, development and testing, research and
development, education and training services.

According to the Central Bank, during 2012, Costa Rica received US$2.3 hillion in foreign direct
investment representing an increase of 5.1% as compared to 2011.

The regulatory framework governing foreign investment in Costa Rica currently imposes limited foreign
investment restrictions. One such restriction is a prohibition on investment in certain border areas, such as Costa
Rica s coastline. The prohibition also applies to domestic investments. Costa Rica s Constitution provides for equal
treatment of foreigners and Costa Rican citizens.

Foreign direct investment in the industriad manufacturing sector accounted for 26.7%, 30.2%, 65.9%,
33.1% and 25.4% of total foreign direct investment in 2008, 2009, 2010, 2011 and 2012, respectively. Foreign
direct investment in the agricultura sector accounted for 21.5%, 5.0%, (0.4)%, 1.6% and 0.2% of tota foreign direct
investment in 2008, 2009, 2010, 2011 and 2012, respectively. Foreign direct investment as a percentage of total
foreign direct investment was negative in 2010 primarily due to adverse weather conditions and the repatriation of
dividends.

The following table sets forth gross foreign direct investment by economic sector for the periods presented.

Gross Foreign Direct I nvestment by Economic Sector
(inmillions of U.S. dollars and percentages of total)
For the Year Ended December 31,

2008 2009 2010 2011 2012

Agriculture

.................... $447.6 21.5% $68.0 5.0% $(6.4) (0.4)% $34.9 1.6% $3.8
Industry ...... 554.7 26.7 407.3 30.2 965.9 65.9 714.6 33.1 575.3
Commerce .. 79.6 3.8 (3.0 (0.2) 62.1 4.2 328.9 15.3 146.4
Tourism ...... 291.5 14.0 253.6 18.8 81.0 55 1135 53 140.2
Real Estate

.................... 485.1 233 265.6 19.7 147.0 10.0 228.1 10.6 431.8
Services ...... 1454 7.0 2415 17.9 85.4 5.8 622.9 28.9 910.1
Others......... 74.2 3.6 1136 8.4 130.4 89 112.7 52 57.8
Totd ........... $2,078.2  100.0% $1,3465 100.0% $1,465.6 100.0% $2,155.6 100.0% $2,265.4

Source: Central Bank of Costa Rica

Between 2008 and 2012, approximately 63.2% of the foreign direct investment received by Costa Rica
originated in the United States. U.S. investments in the country accounted for 42.6% of total foreign direct
investment in 2012.

During 2012, inflows of foreign direct investment accounted for a total of US$2.3 million (5.0% of GDP).
These resources were channeled to service activities (40.2%), telecommunications, accounting, finance and
engineering services as well as manufacturing industries (25.4%) and real estate (19.1 %).
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The United States accounted for 70% of total foreign direct investment in 2010, compared with 76% in
2009. In 2010, Colombia accounted for 6.7% of total foreign direct investment (the second largest source of foreign
direct investment), compared with 0.5% in 2009. Canada accounted for 3.3% of the foreign direct investment in
2010, compared with 24.3% in 2009. Other Central American countries, collectively, were the source of $98 million
of investment in 2010. The industrial sector absorbed US$965.9 million of foreign direct investment in 2010 while
the tourism sector absorbed US$81 million of foreign direct investment in 2010.

During 2012, the United States accounted for 42.6% of total foreign direct investment, compared with
62.8% in 2011. In 2012, Mexico accounted for 15.8% of total foreign direct investment (the second largest source of
foreign direct investment), compared with 8.5% in 2011. Spain accounted for 13.4% of the foreign direct investment
in 2012, compared with 11.5% in 2011. Other Centra American countries, collectively, were the source of $46.4
million of foreign direct investment in 2012. The services sector absorbed US$910.0 million of foreign direct
investment in 2012, while the industria sector absorbed US$575.3 million of foreign direct investment in 2012.

Currently, Costa Rica has foreign investment treaties in effect with, among others, Argentina, Belgium,
Bolivia, Canada, Chile, the Czech Republic, France, Germany, Luxembourg, the Netherlands, Paraguay, South
Korea, Spain, Switzerland, the United Kingdom and Venezuela.



MONETARY SYSTEM
Central Bank

The Centra Bank is the monetary authority of Costa Rica, and its primary purpose is to maintain the
internal and external stability of the economy and the soundness of the financia system. The Centra Bank is the
sole issuer of Costa Rican currency and acts as lender of last resort to the banking system. The Central Bank enacts
monetary policy through the use of discount facilities, open-market operations and through the establishment of
reserve requirements for financial institutions. In addition, the Central Bank manages international reserves and is
responsible for the supervision of foreign exchange regulations applicable to financia ingtitutions.

The Organic Law of the Central Bank, enacted in 1995, provides a high level of autonomy for the Central
Bank. The Central Bank is prohibited from financing the activities of the Government, except that in extraordinary
cases it can purchase Government securities up to an amount equal to 5.0% of the amount of the Government budget
on an annual basis, which 3-month securities must be redeemed within the same fiscal year they were purchased. In
addition, with the exception of the President of the Central Bank and the Minister of Finance, the seven members of
the board of directors of the Central Bank are appointed by the Government Council for terms of 90 months. Such
appointments must be ratified by the Legislative Assembly and members may not be removed except under certain
limited circumstances.

The Organic Law of the Central Bank establishes that the Bank must publish its Macroeconomic Program
during the first 30 days of each semester. The Macroeconomic Program establishes the Central Bank’s inflation target
and the orientation of its monetary and exchange rate policies. The President of the Central Bank must inform the
Legidative Assembly once a year about the execution of monetary and exchange rate policies, credit growth and the
use of internationa reserves, as well as the actions taken to meet the inflation target and for the promotion of
conditions for the strengthening and proper functioning of the national financial system.

The following table sets forth the summary balance sheet of the Central Bank for the periods indicated.

Summary Balance Sheet of the Central Bank
(inmillions of current colones)

At December 31
2008 2009 2010 2011 2012
Net international reserves ................. ¢2,089,808  ¢2,271,701  ¢2,349,941  ¢2,403,351 ¢3,452,885
Total Domestic Credit .........cccvneee. (15,415) (45,533) (285,565) (84,418) (560,154)
GovErnNMENt ......ccccveeeereieceeeeiea (20,761) (49,423) (288,137) (86,405) (561,554)
Rest of the Public Sector ............... 5,346 3,890 2,572 1,987 1,400
Other Net ASSELS ....ccoevvevevveeeriereeens 624,796 528,838 790,249 1,006,913 1,038,417
Monetary Base ........ccocveeveverieieeenne 1,151,169 1,210,022 1,344,999 1,500,450 1,754,266
Open Market Operations ................... 1,482,276 1,372,746 1,359,031 1,682,167 2,038,446
External Debt .......cccoeeeiveviecie 65,745 172,238 150,595 143,228 138,435

Source: Central Bank of Costa Rica
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Summary Balance Sheet of the Central Bank
(in millions of current U.S. dollars)®
At December 31

2008 2009 2010 2011 2012

Net international reserves ................. $3,971 $3,962 $4,471 $4,753 $6,866
Total Domestic Credit ...........ooe........ (29) (79) (543) (167) (1,114)
GOVErNMENE ....cvvveeevieeeseeieens (39) (86) (548) (271) (1,117)
Rest of the Public Sector ............... 10 7 5 4 3
Other Net ASSELS ....covvevevierereresieenn 1,187 922 1,504 1,991 2,065
Monetary Base .......ccoccvveviienninenienne 2,187 2,110 2,559 2,967 3,488
Open Market Operations................... 2,816 2,394 2,586 3,326 4,054
External Debt .........ccooveiieeiienee 125 300 287 283 275

(1) Amountsin U.S. dollars were converted from colones using the historica average exchange rate for the period
indicated.

Source: Central Bank of Costa Rica

Supervision of the Financial Sector

Law 7732, which became effective on March 27, 1998, created the Consgo Nacional de Supervision del
Sstema Financiero (National Supervisory Board of the Financial System, or “CONASSIF’), which is charged with
supervising the financial system through the use of its regulatory authority, including its powers to authorize entities
subject to its review to participate in the financia markets, to suspend or revoke such authorizations and to intervenein
such entities' activities. The CONASSIF is composed of seven members: the President of the Central Bank, or in his
absence the Manager of the Central Bank, the Minister of Finance, or in his absence the Viceminister of Finance, and
five members appointed by the board of directors of the Central Bank.

The CONASSIF adso has the authority to promulgate rules and regulations for, and appoint the
Superintendent and the Intendent of: SUGEF, which regulates and supervises banks and other financial intermediaries
and regulates foreign exchange operators; the Superintendencia General de Pensiones (Superintendency of Pensions,
or “SUPEN"), which regulates and supervises the pension fund system; SUGEV AL, which regulates and supervises
stock exchanges and issuances of securities; and the SQuperintendencia General de Seguros (Superintendency of
Insurance, or “SUGESE"), which supervises insurance providers.

Monetary and Financial Policy

The principal objectives of Costa Rica's monetary policy over the last four years have been to maintain
inflation within 1 percentage point of its targets and to foster a stronger net internationa reserve position. In its
ongoing transition to an inflation targeting regime, Costa Rica s monetary policy has shifted from afocus on monetary
targets to an inflation target, with the former being used as intermediate goals. Instruments used to conduct monetary
policy have also shifted, with shorter-term interest rates acquiring more relevance. Costa Rica's monetary policy has
been complimented by the absence of controls on foreign exchange convertibility or remittance in Costa Rica.

From 1983 to 2004, the Central Bank guided its monetary policy by targeting monetary aggregates. Central
Bank hbills (mostly with 6- and 12-month maturity) and bonds were the main instruments to control the money supply
and attain inflation and international reserves objectives in the context of a crawling-peg exchange rate system. Over
the last seven years, the Central Bank has shifted the reference for the monetary policy rate toward shorter-term
instruments. In 2004, the Central Bank started using 30-day deposit rates as its reference for the monetary policy rate.
In 2006, the reference rate shifted to the rate on 1-day deposits at the Central Bank and in 2008 the reference rate
shifted to the rate on 1-day Central Bank credit in the interbank market. In November 2010, an interest range for the 1-
day rate was formed between the Permanent Credit Facility rate (1-day lending rate) and the Permanent Deposit
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Facility (1-day deposit rate). In April 2011, the reference rate shifted to the mid-point of arange defined by the rates on
1-day deposit and credit facilities of the Central Bank. The range is currently 200 basis points wide, with 4% as the
floor and 6% as the celling, and the monetary policy rateis 5%.

In addition to the floor and ceiling rates established by the 1-day deposit and credit facilities, the Central
Bank manages liquidity through 1-day auctions that alow it to keep the market interest rate close to the policy rate
level. 7- and 14-day auctions are used as a complement to 1-day auctions when stronger corrections in the stock of
liquidity are required.

As established in 2008 by the board of directors of the Central Bank, the Central Bank still uses longer-term
bills and bonds to compensate for the impact on liquidity of the Central Bank deficit and internationa reserve
accumulation, while using very short-term instruments to calibrate its monetary policy to attain its inflationary target.
Longer-term hills and bonds are placed pursuant to weekly auctions by the Central Bank.

Reserve Requirements

The Organic Law of the Central Bank authorizes the Board of Directors of the Central Bank to set the reserve
requirements applicable to deposits and other obligations in the financia system up to a maximum of 15%. The reserve
requirements generaly apply to al types of deposits within institutions supervised by SUGEF regardless of the type of
financid institution, except for those expresdy exempted from this obligation by the board of directors of the Centra
Bank. Different reserve requirements may apply to obligationsin local and foreign currency.

Since 2005, the Central Bank Board has set reserve requirements at 15% on al deposits and obligations, in
local or foreign currency. In 2011, the Central Bank extended the application of minimum reserve requirements to
liabilities arising from short-term externa debt as a result of the Centra Bank determination that short-term capita
from abroad is similar to bank deposits. Minimum reserve requirements took effect gradualy, starting at a 5% rate in
September of 2011, and increasing to 10% and 15% in October and November 2011 and are currently set at 15%.
Long-term external loans remain exempt from reserve requirements.

Recent Developments in Monetary Policy

In 2008, monetary and exchange rate policies were mainly directed to attenuate the adverse impact of the
global financid crisis and to reduce the inflationary pressure from a high domestic demand expansion. During the first
half of 2008, low internationa interest rates and significant capita inflows prevented a more aggressive interest rate
policy by the Central Bank to contain inflation. By the fourth quarter of 2008, developed countries experienced a
liquidity crunch, which led the Central Bank to focus on mechanisms to address eventua liquidity shortages. Despite
an ambitious initid inflation target that implied reducing inflation as measured by the consumer price index from 11%
in 2007 to 8% in 2008, 12-month inflation at year-end 2008 reached 13.9%, partly influenced by high internationa
commodity prices as well as exchange rate depreciation.

The global financia crisis that started in October 2008 led to a reduction in international commodity prices
and easing of domestic price pressures. Monetary policy during 2009-2012 was geared toward lowering inflation to
levels similar to those of commercia partners, taking advantage of the decreasein international pricesto break inflation
inertia. As aresult, inflation during 2009-2012 remained within the 4%-6% inflation band and around the 5% inflation
target. See“—Inflation and interest rates” below.

Recent Financial Policy

The risks to the financia system highlighted by the global financial crisis led the Centra Bank and the
Government to carry out a series of actions in 2008 and 2009. The Centra Bank offered financiad intermediaries a
specia operations plan to address extraordinary liquidity needs that included, among others: (i) a credit linein colones
to financia intermediaries for as much as 30% of current account balances and 10% of term deposits; (ii) alowing the
Centrd Bank to auction bonds up to 100 hillion colones (US $174.4 million) for 3 months; and (iii) broadening the
spectrum of financid entities allowed to hold repurchase operations with the Central Bank to all entities supervised by
SUGEF.
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In December 2008, the Legidative Assembly approved the capitdization of three state banks for a total of
US$117 million, with the goa of compensating for the impact of the global financial crisis on the lending capacity of
such ingtitutions.

In 2009, the Central Bank and the Ministry of Finance entered into a Precautionary Stand-by Arrangement
with the IMF for US$735 million that would extend over a 15-month period. The purpose of the arrangement was to
provide the Central Bank with enough resources to face any liquidity problems in the financia system or a
deterioration in the balance of payments related to the global financid crisis. The arrangement expired in 2010 with al
reviews completed and without any disbursements made.

In 2009, the Centrd Bank aso adjusted international reserve management policies in response to higher
voldtility in the internationa markets. As a result, investment of reserves in the internationa banking system was
reduced, terms were shortened and maximum investment per entity reduced. Minimum credit ratings alowed for
investment of the reserves were tightened.

To promote a stable, efficient and competitive financia intermediation system, the board of directors of
the Central Bank took measures in 2011 to meet extraordinary liquidity requirementsin the financial system. These
measures included: (i) expanding the catalog of instruments allowed as collatera in the Integrated Liquidity Market
(“1LM™), an electronic platform in which supervised financial entities can manage their short-run liquidity positions
and have access to Centra Bank deposit and credit 1-day permanent facilities, to include securities issued by
autonomous ingtitutions of Costa Rica and other sovereign governments, in addition to standardized securities of the
Ministry of Finance and the Centra Bank which were already admitted, and (ii) establishing a system of credit
facilities and credit lines in local and foreign currency geared toward addressing systemic liquidity shortages in the
ILM.

During the fourth quarter of 2012, Costa Rica experienced a significant inflow of foreign financia
investment into locally denominated debt instruments of the Government and private sector financia institutions,
due in part to the strong fundamentas of the Costa Rican economy, the differential in interest rates on colon-
denominated and U.S. dollar-denominated investments and stability in the colon-U.S. dollar exchange rates. These
inflows resulted in an increase in liquidity in the Costa Rican financia sector and increased the costs to the Central
Bank of keeping exchange rates within the lower limit of the exchange-rate target band, creating significant
appreciating pressures on the colon-U.S. dollar exchange rate and adversdly affecting competitiveness of the export
sector of the economy. Although such inflows decreased beginning in the first quarter of 2013 along with loca
interest rates, in order to create a policy tool to prevent a recurrence of such destabilizing inflows, in January 2013
the Government presented a bill to the Legislative Assembly for approval of what would become the “Ley para
Desincentivar el Ingreso de Capitales Externos” (Law to Discourage Foreign Capital Inflow). The bill contains two
mechanisms that would allow the implementation of temporary measures to confront imbalances in the economy
related to inflows of foreign capita into the country. The first mechanism would allow the executive branch to
increase the income tax withholding rate by up to 30 percentage points, and for up to six months, on (i) interest, (ii)
surplus distributed by cooperatives and non-for profit organizations, (iii) remittances and loans in favor of persons
not domiciled in Costa Rica, and (iv) income and capital gains from investment funds, in the event that the board of
directors of the Central Bank determines, in a decision adopted by at |east five of its members, that foreign capital
inflows are causing an imbalance in the Costa Rican economy. The executive branch may decide to apply different
tax withholding rates and terms to different types of income, currencies and investments. The bill excludes from this
mechanism: (i) income from securities issued by the Government or other Government agencies in international
markets, such as the Notes offered hereby, (ii) payments of interest, commissions and other financial expenses paid
by corporations domiciled in Costa Rica to foreign financia ingtitutions recognized by the Centra Bank as
institutions that usually engage in international transactions, and (iii) payments related to capital |eases and interests
paid on loans used in industrial or agricultura activities to first-tier financial institutions recognized as such by the
Centra Bank. In addition, the bill would exclude any payments related to foreign holders of securities or any other
type of financia instrument who held such securities or financia instruments as of the date of entry into effect of the
decree issued by the Government in connection with the Central Bank’s determination of the existence of the
imbalance. However, the bill would apply to payments made to any transferees of those securities or financial
instruments made after the date of entry into effect of such decree.

The second mechanism would alow the Central Bank to require a mandatory deposit in a non-interest
bearing account at the Central Bank of up to 25% of the total amount to be invested by non-domiciled persons in
securities registered with the National Registry of Securities and Intermediaries (Registro Nacionald de Valores e
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Intermediarios) in the event that the board of directors of the Central Bank determines, in a decision adopted by at
least five of its members, that foreign capita inflows are causing an imbalance in the Costa Rican economy. The
term for such deposits would be established by the Central Bank and may exceed the period of investment by up to
one year. The hill has been approved by the Commission of Fiscal Affairs of the Legidative Assembly and is how
pending approval by the Legislative Assembly.

On January 20, 2013, the Central Bank decided to limit the growth of financia institutions' loans and
investments portfolio in loca currency to the non-financial private sector for the period starting on February 1, 2013
through October 31, 2013 to 9%. In addition, the Central Bank aso limited growth of financia ingtitutions' loans and
investments portfolio in foreign currency to the non-financial private sector, for the same period, as follows: (i) if
growth of such portfolio for the year ended December 31, 2012 was equd to or less than 20%, total growth for the
period from February 1, 2013 to October 31, 2013 shdl not be more than 6%; and (ii) if growth of such portfolio for
the year ended December 31, 2012 was more than 20%, total growth for the period from February 1, 2013 to October
31, 2013 shall not be more than 30% of the growth rate for the year ended December 31, 2012.

Inflation and I nterest Rates

During the period from 2008 to 2012, the average inflation rate was 6.6%, gradually converging to inflation
rates observed in Costa Rica’'s main commercia partners. The average inflation rate for such period was significantly
lower than the average inflation rate observed over the last 30 years, reflecting lower inflationary pressures from abroad
but also a shift, beginning in 2006, from a crawling peg to an exchange-rate band that, together with the negative
impact of the globa financid crisis on international commodity prices, helped break the historic inflation inertia of
previous periods.

In 2008, consumer and producer price inflation rates remained high at 13.9% and 20.6%, respectively. The
high rates of inflation resulted from inflation inertia, domestic demand pressures, negative domestic supply shocks on
agricultura products and increases in internationa commodity prices, including the price of ail. A significant increase
in the internationa price of oil during the first half of 2008 (WTI oail price reached $145 per barrd in July 2008),
followed by a sharp decrease in the internationa price of oil during the last quarter of 2008 contributed significantly to
inflationary pressures during the first three quarters of 2008 and a deceleration at year’s end of 2008.

The inflation rate decreased from 13.9% in 2008 to 4.0% in 2009, the lowest since 1971. The decrease in
the inflation rate was mainly due to the decrease in international commodity prices, a slowdown in economic
activity due to the globd financial crisis, better containment of domestic demand pressures and increases in
agricultural supplies.

In 2010, the inflation rate was 5.8%, within the target range of 4% to 6% established by the Central Bank.
The inflation rate stayed within the target range despite increases in the international price of oil and food mainly
due to the excess in productive capacity as measured by the output gap, the evolution of monetary and credit
aggregates, which grew consistently with the variation of nomina output, and a 10.9% exchange rate appreciation
that mitigated global inflation.

In 2011, the inflation rate was 4.7%. The decrease in the inflation rate was mainly due to tepid domestic
demand, a monetary policy consistent with the inflation target set by the Central Bank, the impact of favorable
weather conditions, the behavior of regulated prices of goods and services consistent with the disinflation process of
the Costa Rican economy and the stability of the exchange rate of the colon to the U.S. dollar. Producer prices,
however, increased by 8.1% due to the increase in international oil and commodity prices resulting in higher
domestic fuel and food prices.

In 2012, the inflation rate was in line with the targets set by the Centra Bank, as the variation of the
Consumer Price Index was 4.6%, mainly as a result of the actions of the Central Bank aimed at improving monetary
control, the relative stability of the exchange rate and reduced inflationary pressures from external sources. As of
March 31, 2013, the annual inflation rate was at 6.2%.

The following table sets forth changes in the consumer price index (“CPI”) and the industrial producer price
index (“1PPI”) for the periods indicated.
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I nflation
(percentage change from previous year at period end)

Consumer Prices Industrial Producer Prices
2008 ..o 13.9% 20.6%
2009 ..o 40 (1.0
20 ) [0 T 5.8 41
2011 o 47 8.1
{0 ) 46 3.6
2013 e, 6.2 42

(1) Percentage change from previous 12 months as of March 31, 2013.
Source: Central Bank of Costa Rica

Interest Rates

The following table sets forth interest rates on Central Bank instruments and the monetary policy rate as of
the dates indicated.

Interest Rates on Central Bank Instrumentsand Monetary Policy Rate
BEM 12-month rate®™  1-day market rate ~ Monetary Policy Rate

March 31, 2008 5.3% 2.9% 5.8%
June 30, 2008 4.7 2.7 6.6
September 30, 2008 8.6 7.0 95
December 31, 2008 11.0 4.8 10.0
March 31, 2009 11.9 4.4 10.0
June 30, 2009 114 6.4 10.0
September 30, 2009 n.a n.a 9.2
December 31, 2009 n.a na 9.0
March 31, 2010 8.2 5.7 9.0
June 30, 2010 8.0 19 9.0
September 30, 2010 7.9 5.8 8.3
December 31, 2010 7.0 4.2 6.7
March 31, 2011 6.7 4.6 6.5
June 30, 2011 6.3 4.9 6.1
September 30, 2011 6.4 51 5.0
December 31, 2011 6.4 4.8 5.0
March 31, 2012 8.0 4.7 5.0
June 30, 2012 9.0 5.2 5.0
September 30, 2012 9.2 52 5.0
December 31, 2012 8.5 5.0 5.0
March 31, 2013 6.2 5.0 5.0

n.a.: Figure not available.
(1) Average for the quarter ending on the date indicated.
Source: Central Bank of Costa Rica
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Monetary Policy Rates

Movementsin the monetary policy rate during 2008 responded to capital inflows and inflationary pressures
at different pointsin time. During the first quarter, strong capital inflows led the Central Bank Board to reduce gross
interest rate for overnight borrowing transactions and al Central Direct deposit facility rates by 275 basis points.

From May to December 2008, however, capita inflows receded and oil prices remained high. As aresult,
the colén depreciated by about 10.0% by June of 2008, and inflationary pressures increased. The Centra Bank
reacted by increasing the monetary policy rate by approximately 300 basis points from May to August and by
purchasing foreign exchange to contain exchange rate depreciation pressures. It also promoted an increase in the
slope of the deposit yield curve to encourage the gradud transfer of very short-term resources held by commercia
banksto longer term instruments.

In 2009, Central Bank decisions regarding the monetary policy rate showed two distinct phases. In the first
half of 2009, despite low domestic prices, the Central Bank decided to maintain a restrictive monetary policy by
keeping the monetary policy rate unchanged. During the second half of 2009, the Costa Rican economy experienced
a series of favorable adjustments, including lower imported inflation and a lowdown in inflation expectations in the
short- and medium-term that opened the possibility of reducing nominal interest rates without compromising the
inflation targets.

In 2010, the Central Bank maintained the monetary policy rate unchanged at 9.0% during the first half of
2010. However, as higher capital inflows led to exchange rate appreciation and lower inflation, the Centra Bank
approved a 250 basis point reduction in the monetary policy rate to 6.5% in the second half 2010. The Centra Bank
also created a 1-day deposit facility that, together with the 1-day credit facility, would create an interest rate corridor
that would limit volatility in the 1-day rate.

During the first half of 2011, the 1-day rate at the Central Bank averaged 4.7%, close to the lower limit of
the 4.5%-6.5% interest rate corridor. In June 2011, as part of a new strategy to keep the 1-day rate close to the
midpoint of the interest rate corridor, the Central Bank began carrying out absorption and injection auctions in the
ILM. For the rest of the year and during 2012, the 1-day rate in the ILM remained at approximately 5.0%, in line
with the monetary policy rate.

During the first haf of 2012, domestic interest rates increased significantly. The increase was prompted
mainly by: (i) stronger recourse to the domestic debt market by the Government, both to finance the fisca deficit
and refinance maturing debt and (ii) increased competition for funds from domestic oans among the Government,
the private sector and the rest of the nonfinancia public sector. During the second half of 2012, however, liquidity
conditions improved in the domestic market which alowed rates on Government and Central Bank bonds to
gradually decrease. The downward trend persisted into 2013, supported by an international bond placement by the
Government in November of 2012, which allowed the Government to reduce its demand for funds in the domestic
market, and strong foreign capital inflows that were converted into local currency at the lower limit of the exchange
rate band.

The base rate (“tasa basica pasiva’)—an average of interest rates on 150-210 days deposits, that serves as
an index for interest rates on most flexible rate bank loans—kept its upward trend into the second half of 2012 for
much longer than Government bond rates, partly influenced by a few relatively high-volume operations that
impacted the average. Because of this, and given its status indicator relating to the financia market, the board of
directors of the Central Bank approved a modification to its calculation methodology to exclude extreme values and
use a simple average of short-term deposit rates rather than an average weighted by deposit size. Since October
2012, the upward trend in the base rate reversed and has decreased by 330 basis points, which is consistent to that
observed in Government and Central Bank bond rates.

The 12-month rate for Bonos de Estabilizacion Monetaria (Monetary Stabilization Bonds or “BEMS’), like
the monetary policy rate, increased from 5.3% at March 31, 2008 to 11.0% at December 31, 2008, and further
increased to 11.9% at March 31, 2009. Theresfter, the 12-month rate for BEMs decreased from 11.4% at June 30, 2009
t0 6.3% at June 30, 2011. The 12-month rate for BEMs increased from 6.3% at June 30, 2011 to 8.1% at December 31,
2012 primarily due to the tightening in the credit market caused by strong private and public sector financing
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requirements and the tight control on monetary aggregates, even though the monetary policy rate remained
unchanged. The 12-month rate for BEMs has decreased by approximately 192 basis pointsto 6.2% in March 2013.

Liquidity and Credit Aggregates

According to the Central Bank, the evolution of key monetary aggregates during the last eight years
reflected an improvement in liquidity control. While during the period 2005 to 2008 monetary aggregates grew at
rates well above nominal GDP, total bank liquidity during 2010 to 2011 grew at 5.9% and 5.8%, respectively, which
was well below the nominal GDP growth rate of 9.6% over the two year period. The deceleration in total bank
liquidity is explained partly by a deceleration in foreign currency deposits that resulted partly from the stable
exchange rate experienced since year-end 2010, which drastically reduced depreciation expectations. In 2012, the
monetary base increased by 16.9%, primarily due to the purchase of US$1.4 billion by the Centra Bank (with a
monetary effect in the magnitude of ¢685 hillion).

Total bank credit also slowed down during the post-global financia crisis period, athough public and
private components showed significantly different behavior. While public sector credit saw a significant increase in
2009, reflecting higher financing needs of the public sector, private sector credit decelerated, more than
compensating for the increase in government credit. By 2011, private sector credit recovered some of its dynamism,
which led to strong growth in bank credit. During 2012, banking system credit to the private sector increased by
13.9% (a similar growth rate observed in the previous period of 13.7%). A higher preference for dollar operations
was observed, mainly due to the lower dollar interest rates and lower expectations in exchange rate variation.

The following table sets forth the composition of Costa Rica's monetary base (expressed in terms of the
Centra Bank’s monetary liabilities) and net international reserves for the periods indicated.

Monetary Base and the Central Bank’s I nternational Reserves
(inmillions of U.S. dollars)
At December 31

2008 2009 2010 2011 2012

Net international reserves of Centra

BanK ..o $3971  $3,962 $4,471 $4,753  $6,866
Tota Credit ....cooevveeeeeivireeese e (29) (79) (543) (167)  (1,119)
Domestic Credit .....oeveeveeeeencreeeennne (29) (79) (543) (167) (1,119
[€70)V/= 10100 0| (39) (86) (548) (7)) (1,117
Officia Entities ......ccccveveevrvnnennns 10 7 5 4 3
Other Net ASSELS ....oovvvveeeviirieieeeiniens 1,187 922 1,504 1,991 2,065
TOtA v 5,129 4,804 5431 6,577 7,817
Monetary Base .......ccccceevvvneeninesieienn, 2,187 2,11 2,559 2,967 3,488
Central Bank Control Instruments ....... 2,816 2,394 2586 3,326 4,054
Long-Medium run foreign financing ... 125 300 287 283 275
TOtaA o $5,129 $4,804 $5431 $6,577  $7,817

Source: Central Bank of Costa Rica
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The following table sets forth selected monetary indicators for the periods indicated.

Selected M onetary Indicators
(percentage change, except as indicated)

At December 31
2008 2009 2010 2011
ML e 1.6% (0.2% 20.9% 5.8%
Quasi-money .......... 29.2 17.2 2.6 6.9
Inforeign
CUITENCIES .....vveeeee 39.7 17.8 (2.8) (0.6)
In domestic
CUITENCY eevvernereenee 19.0 16.5 8.7 14.6
Total Net Credit ...... 30.3 7.3 4.6 15.3
Government ........ 9.4 77.0 37 371
Private Sector ...... 314 4.4 4.7 13.7

Source: Central Bank of Costa Rica

2012
12.8%
12.6

3.8

20.4
9.3
(45.9)
13.9

The total outstanding credit of the domestic component of the national banking system amounted to ¢9.8
trillion at December 31, 2012. At December 31, 2012, current account deposits in colones in the banking system

amounted to ¢1.6 trillion.

Liquidity and Credit Aggregates
(inmillions of current colones)

At December 31
2008 2009 2010
Liquidity aggregates ..........cccccevvvennns ¢7,346,548 ¢8,320,664  ¢8,814,857
ML e 1,502,999 1,496,456 1,807,902
NPP .o 407,438 438,783 482,257
Current account depositsin
COIONES ... 1,095,561 1,057,673 1,325,646
QUASI-MONEY ....cceeveeeereereieireene 5,843,548 6,824,209 7,006,955
Inforeign currencies .................. 2,391,555 2,812,418 3,090,932
In domestic currency ................. 3,451,993 4,011,790 3,916,024
Credit aggregates ......ccoovvevvvverenenenns 7,072,717 7,542,989 7,880,600
GOVErNMENt ....c.eevvreerrerererreneeeens 283,976 521,193 517,013
Rest of Public Sector .........ccccu...... 59,070 53,309 75,848
Non-financia Private Sector .......... 6,552,256 6,779,653 7,104,798
Non-banking Private Financial
57 o: (o] SN 177,415 188,835 182,941

Source: Central Bank of Costa Rica
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2011
¢9,330,155  ¢1
1,911,841
555,917

1,355,924
7,418,314
3,532,520
3,885,794
9,133,806
724,490
88,178
8,044,137

277,002

2012
0,472,923
2,158,887

602,810

1,556,077
8,314,036
4,273,866
4,040,170
9,840,054

331,120

102,624
9,049,167

357,144



Liquidity and Credit Aggregates
(in millions of current U.S. dollars)®

At December 31
2008 2009 2010 2011 2012

Liquidity aggregates ........coeeeeeeeeeeeeeerereererenen. $13,959 $14,510 $16,772  $18450  $20,826
ML e 2,856 2,610 3,440 3,781 4,293
NPP o 774 765 918 1,099 1,199
Current account depositsin colones ........... 2,082 1,844 2,522 2,681 3,094
QUASI-MONEY ... 11,103 11,901 13,332 14,669 16,533
Inforeign CUrrenCies .......ccovvvvvveeceesieninens 4,544 4,905 5,881 6,985 8,499

IN dOMESLIC CUIMTENCY .ovvvvveeecieeeeeceeie 6,559 6,996 7,451 7,684 8,034
Credit aggregateS .....ocvvvvvevereveree e 13,439 13,154 14,994 18,062 19,567
GOVEINMENT ... e 540 909 984 143 658
Rest of Public SECtor ........cccvevvinciiciieee 11 93 144 174 204
Non-financia Private Sector .........ccccceeeenene. 12,450 11,823 13,518 15,907 17,995
Non-banking Private Financial Sector ........... 337 329 348 548 710

(1) Amountsin U.S. dollars were converted from colones using the historical average exchange rate for the
period indicated.

Source: Central Bank of Costa Rica

Financial Sector

As of December 31, 2012, the banking system in Costa Rica consisted of 59 ingitutions: three state-owned
commercia banks, two banks created by specia laws (the Banco Popular y de Desarrollo Comunal, a full service
commercia bank and the Banco Hipotecario de la Vivienda, which only provides mortgage |oans and is responsible for
managing and distributing the Government’s housing loans and subsidies), 11 private banks, five non-bank financial
firms, one savings and loan associations, 31 credit cooperatives, four foreign exchange firms and two mutuales de
vivienda (housing savings and loans associations). Loca regulators (SUGEF, SUPEN, SUGEVAL, and SUGESE)
supervise 87.4% of total assets of private bank-related financial groups. See “Monetary System—Central Bank” for a
description of the responsibilities of each regulator. Of these financia groups, Grupo Financiero BCT is the only one
reporting a non-resident bank entity with significant asset value.

During 2012, the U.S. dollar loan portfolio of private banks accounted for 79% of the total loan portfolio of
private banks, while state-owned banks and other non-bank depository institutions holdings of dollars represented
30.5% and 9.0%, respectively, of their loan portfolios. The increase in U.S. dollar denominated credit raised
concerns with the financial sector’s regulatory and supervisory authorities because of the implicit currency risk
when such credit is given to users whose primary source of income does not generate foreign currency. As a result,
both the Central Bank and the supervisory agencies (CONASSIF and SUGEF) are considering measures to ensure
that economic agents (i.e., debtors/creditors) internalize thisrisk and thereby mitigate the effects it could have on the
stahility of the financial system.

As of December 31, 2012, assets of the national financial system amounted to US$36.7 hillion. Public banks
(including those created by special laws) accounted for 54.1% of total assets, while private banks and savings and loan
associaions accounted for 29.6% and 8.6%, respectively. Performing loans accounted for 64.0% of the financid
system portfolio, while investments in securities and non-productive assets accounted for 16.5% and 16.3%,
respectively, of the financia system portfolio. Although asset dollarization in the financiad system decreased
significantly from 45.3% in 2008 to 39.7% in 2011, private bank assets remained fairly dollarized as of December 31,
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2011 at 71.1%. Public bank-asset dollarization in 2011 was lower a 30.0%, which reflected a stronger domestic
currency-deposit base.

Since 2007, one new bank began operations, three bank mergers took place and four banks changed their legal
names. Banco General (Costa Rica), SA. began operations in May 2007. Scotiabank de Costa Rica SA. merged with
Banco Interfin SA. in November 2007. Banco Cuscatlan de Costa Rica, SA. merged with Banco Uno, SA. in
November 2008, and changed its name to Banco Citibank de Costa Rica SA. Financiera Acobo SA. became Banco
Soluciones Bansol de Costa Rica, SA. in November 2007, and Citibank (Costa Rica), SA. became Banco CMB (Costa
Rica), SA. in October 2008. In November 2012, Banco Citibank de Costa Rica SA. merged with Banco CMB (Costa
Rica) SA. and Banco HSBC (Costa Rica) changed its name to Banco Davivienda (Costa Rica) SA.

The goals of SUGEF are to prevent financia and banking crises and to give information to depositorsto aid in
the depositors’ decisions regarding allocation of financial risk. In furtherance of these goals, SUGEF has promul gated
regulations establishing capital adequacy requirements for entities under its supervision to ensure their financid
soundness and has established means of recovery or correction for such entities. SUGEF supervises the banking system
and other financial entities and requires filings of balance sheets, income statements and statements of stockholders
equity every three months as well as regularly scheduled reports on foreign exchange exposure and other information
from the banks operating in the Costa Rican financial system. From time to time, SUGEF conducts a full audit of the
activities of each entity under its supervision. The Organic Law of the Central Bank provides SUGEF with the power to
sanction financid intermediaries that do not comply with its regulations, including the powers of suspension and
intervention. Following the principles of the Basedl Committee on Banking Supervision, commonly known as the Basel
| Framework, financial ingtitutions must maintain a minimum ratio of total capital to risk-weighted assets equivalent to
10%. The Central Bank has not yet announced whether principles under the Basel 1| Framework of 2004 or the Basdl
Il Framework of 2010 will beimplemented in Costa Rica.

Historically, the participation of foreign banks in the financia system has been concentrated in corporate
banking and services tied to foreign trade. Since 1994, foreign banks, including U.S., Canadian, Mexican,
Caribbean, Colombian and certain Central American banks, have entered the market competing to provide persona
and corporate banking services in Costa Rica. The operations in Costa Rica of the local licensed subsidiaries of
foreign financia entities are subject to the same regulatory regime applicable to Costa Rican private banks. On the
other hand, the activities in Costa Rica of international banks without a loca license are permitted, but are limited
only to the services for which a loca license is not required. Similarly, other foreign non-bank institutions have
begun operations in Costa Rica. In addition, the financial systems in the Central American region have been
undergoing a consolidation process and Costa Rica has not been the exception. As the Costa Rican banking industry
has become more competitive and sophisticated in recent years, severd private Costa Rican banks have merged with
other national or foreign ingtitutions in an effort to increase their capital and draw upon the experience of their
strategic partners. Today, the largest private banks are subsidiaries of banks headquartered in Colombia, Canada and
the United States, with local private banks accounting for less than 2% of total assets of the system.

The following table sets forth the amounts of assets and liabilities corresponding to each category of
financial ingtitutions (excluding offshore activity) as of December 31, 2012.
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Commercial state
banks
Banco Nacional de
CostaRica
Banco de Costa
Rica
Banco Crédito
Agricolade
Cartago
Banks created by
special law
Banco Hipotecario
delaVivienda
Banco Popular y
de Desarrollo
Comunal

Private banks
Foreign exchange
institutions
Savingsand loan
associations
Nonbank financial
institutions
Authorized entities
of the financial
system for housing
CajadeAhorroy
Préstamo de ANDE

Total

Structure of the Regulated Financial System

(as of December 31, 2012)

Assets Liabilities

Total Loans® |nvestments Other Productive Non Productive Total Cost Liabilities Non Cost
Millions % of Millions % of Millions % of Millions % of Millions % of Millions % of Millions % of Millions % of total

uUss total uUss total Uss total Uss total uUss total uUss total Uss total Uss
15,887.10 43.3% 9,448.30 40.2%  2,950.10 46.9% 295.4 31.8%  3,193.40 53.3%  14,266.40 454%  11,729.30 439% 2,537.10 54.5%
8,083.70 22.0% 4,957.90 21.1%  1,235.70 19.7% 96.5 104%  1,793.60 29.9% 7,241.90 23.1% 5,725.40 214%  1,516.50 32.6%
6,339.50 17.3% 3,932.20 16.7%  1,025.10 16.3% 194.4 21.0% 1,187.80 19.8% 5,671.10 18.1% 4,750.80 17.8% 920.2 19.8%
1,463.90 4.0% 558.2 24% 689.3 11.0% 44 0.5% 212 3.5% 1,353.40 4.3% 1,253.00 4.7% 100.4 2.2%
3,962.20 10.8% 2,749.50 11.7% 836.1 13.3% 1 0.1% 375.6 6.3% 3,089.50 9.8% 2,781.40 10.4% 308.1 6.6%
160.3 0.4% 139 0.6% 125 0.2% 0 0.0% 8.8 0.1% 448 0.1% 41.3 0.2% 3.6 0.1%
3,801.90 10.4% 2,610.50 11.1% 823.6 13.1% 1 0.1% 366.8 6.1% 3,044.70 9.7% 2,740.10 10.2% 304.6 6.5%
10,868.80 29.6% 7,216.20 30.7%  1,153.30 18.3% 616.3 66.4%  1,882.90 31.4% 9,674.80 30.8% 8,180.30 30.6%  1,494.50 32.1%
38 0.0% 0 0.0% 0.5 0.0% 0 0.0% 33 0.1% 19 0.0% 0 0.0% 1.9 0.0%
3,156.60 8.6% 2,166.20 9.2% 843.9 13.4% 0.9 0.1% 145.7 2.4% 2,503.60 8.0% 2,326.00 8.7% 177.6 3.8%
332.8 0.9% 221.8 0.9% 41.7 0.7% 141 1.5% 55.3 0.9% 293.7 0.9% 258.8 1.0% 349 0.7%
1,394.70 3.8% 941.6 4.0% 202 3.2% 0 0.0% 251.1 4.2% 1,286.10 4.1% 1,224.20 4.6% 61.9 1.3%
1,082.00 2.9% 734.9 3.1% 260.2 4.1% 0 0.0% 86.9 1.4% 285.6 0.9% 246.1 0.9% 395 0.8%
36,688.00 100.0%  23,478.60 100.0%  6,287.70 100.0% 927.6 100.0%  5,994.10 100.0%  31,401.60 100.0%  26,746.00 100.0%  4,655.60 100.0%

(2) Includes loans that are current or up to 90 days past due

Source: General Superintendency of Financia Institutions
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The quality of the loan portfolio of the regulated financia system deteriorated from 2008 to 2011, as the
economy went into recession in 2009 after the global financial crisis. Even though it has rebounded, it still has not
reached pre-crisis levels. Theratio of past due loansto total loansincreased from 1.55% in 2008 to 2.08% in 2009.
During 2010, theratio of past dueloansto total loan decreased to 1.87% and decreased further to 1.83% during
2011. Public banks saw a much wider deterioration in their loan portfolio than the financial system as awhole. The
ratio of loans past due to total loan portfolio of public banks began at 1.86% in 2008, increased to 2.61% in 2009,

but decreased to 2.41% in 2010. In 2011, theratio of loans past due to total loan portfolio of public banks reached
2.56%.
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Past Due L oan Portfolio of the Financial System
(as of December 31, 2012)
Past Due L oans

Tolelloans  CurrentLoans ) oy 31-60 days 61.90days  91-180days M orgg 180 Judical
0, 0,

Milion tota  Milion tatal  illion % wmilion % wmilion % wmilon % wmilion % wilion %

of US$ sysem of US$ by of US$ total of US$ total of US$ total of US$ total of US$ total of US$ total
loans entity

Commercial State Banks ........cccovvvvvniiiiinniiniinnnns 9,769 100.0 8,977 91.9 266 2.7 156 16 107 11 20 02 26 0.3 216 22
Banco Nacional de CostaRica .............ccevveeee 513 100.0 4,749 92.6 100.0 20 92 18 43 0.8 1 0.0 4 01 142 2.8
Banco de CoSta RiCa ....cuuuveenuriirnniireenineees 4,059 100.0 3,71 914 140 35 49 1.2 61 15 17 04 21 0.5 60 15
Banco Crédito Agricolade Cartago ................ 580 100.0 519 89.6 26 4.4 15 2.6 3 05 2 0.3 0.0 0.1 14 24
Banks created by special laws .........cceeviiiinnnninnns 2,863 100.0 2,444 85.3 226 79 79 28 30 11 10 04 5 0.2 68 24
Banco Hipotecario delaVivienda .................. 140 100.0 140  100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Banco Popular y Desarrollo Comunal ............. 2,723 100.0 2,303 84.6 226 8.3 79 29 30 11 10 04 5 0.2 68 25
Private Banks ........cccceeeiimiiiiiiiiininee e 7,345 100.0 6,963 94.8 224 31 53 0.7 24 0.3 23 0.3 13 0.2 45 0.6
Non-banking financial institutions ...........cccceeuune. 228 100.0 203 89.1 14 6.0 4 1.7 2 0.8 2 0.7 0.0 0.1 3 15
Authorized entities of the financial system for housing 964 100.0 748 775 148 153 44 4.6 11 12 2 0.2 00 0 11 12
Savings and loan assoCiations ..........vveevveereennnns 2,196 100.0 2,021 92.0 99 45 42 19 18 0.8 8 0.3 2 0.1 7 0.3
Other financial institutions .........vevvieviienneennnn. 742 100.0 730 98.4 7 0.9 3 04 1 0.1 1 01 0.0 0.1 0.0 0.0
Total ovverieiir 24,109 1000 22,087 91.6 983 41 382 1.6 194 0.8 65 0.3 47 0.2 351 15

Source: General Superintendency of Financial Institutions
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Foreign Exchange and I nternational Reserves
Foreign Exchange

Since 1992, there have been no controls on foreign exchange convertibility or remittances in Costa Rica
Costa Rican residents are alowed to buy or sell foreign exchange without restriction, and there are no restrictions on
the repatriation in foreign currency of capital or dividends by foreign investors. In addition, the Centrd Bank
authorized state-owned and private commercia banks to participate freely in the foreign exchange market. Participants
in the exchange market are authorized to maintain a net position in foreign exchange of up to 100% of capital, with
daily changes restricted to 1% of the previous day’ s position.

In 2006, the exchange rate regime shifted from a crawling peg — prevalent between 1992-2006 — to a crawling
band. Initialy, the width of the band was set to increase on a daily basis with the ceiling increasing by 0.14 colones and
the floor decreasing by 0.06 colones per day.

In 2008, the band was narrowed from 17 to 11 percentage points in response to the strong volatility displayed
by the exchange rate at the outset of the globa financial crisis, when the exchange rate depreciated by 10% over a
period of four months (April through August 2008) and remained at the top of the crawling band through October. The
floor was fixed at the current level of 500 colones per dollar and the celling was set to increase by 20 cents per working
day. During this same period, the Central Bank intervened in the foreign exchange market, selling a total of US$1.3
billion.

In 2009, the exchange rate remained at the top of the crawling band through August and depreciated 6%,
partly reflecting the increase in the trade deficit. During the second half of 2009, the exchange rate began to turn
around, fluctuating within the band, and reflecting a less negative behavior in net external demand. Exchange rate
policy aimed at promoting flexibility and increasing the level of integration and efficiency in the foreign exchange
market by incorporating additional participants in MONEX, the foreign currency market organized by the Central
Bank that provides participants with an electronic platform to negotiate and liquidate foreign currency in real time.

In 2010, the net supply of foreign exchange in the market increased, reflecting an improvement in the
financial account of the balance of payments. Throughout the year, the exchange rate appreciated by an additional
11% over the appreciation aready observed in 2009, reaching 507 colones per US dollar, close to the lower limit of
the crawling band. Given the significant supply of foreign exchange, on September 1, 2010, the board of directors of
the Central Bank agreed on an Internationa Reserve Strengthening Program (“IRSP”), which consisted on
purchasing US$600 million between September 2010 and December 2011 as a precautionary measure. Between
September and December 2011, the Central Bank purchased US$265 million as part of the IRSP, and accumulated a
total of US$561 million for the year as awhole.

In 2011, the exchange rate remained relatively stable. Central Bank intervention took place mostly during
the first quarter, when the IRSP was completed with the purchase of US$335 million, part of which was done in
defense of the crawling band. A total of US$129 million was accumulated in international reserves throughout the
year. Higher current account deficit and lower government borrowing compensated the increase in direct investment
and other privateinflows.

In 2012, the increase in external resource inflows, combined with a lower net U.S. dollar requirement by
the non-financia public sector, led to a surplusin the foreign exchange market, resulting in the exchange rate levels
at the lower limit of the exchange rate band. As a result, the Central Bank intervened by buying U.S. dollars. In
2012, the nominal exchange rate appreciation was 0.6%, compared with a 3.8% appreciation in 2011.

The following table sets forth the average and period end colén/dollar exchange rates for the dates and periods
indicated.

59



Nominal Exchange Rate

(colones per U.S. dollar)
Average End of Period

At December 31, 2008 ......... ¢ 526.4 ¢ 550.1
At December 31, 2009 ......... 5734 558.7
At December 31, 2010 ......... 525.7 507.9
At December 31, 2011 ......... 505.7 505.4
At January 31, 2012 ............. 509.7 502.5
At February 29, 2012 ........... 510.6 505.7
At March 31, 2012 ............... 508.8 502.6
At April 30, 2012 .........c...... 505.2 498.5
At May 31, 2012 .......ccccuvueneee 504.9 496.2
At June 30, 2012 ........ccceeueneee 500.2 492.6
At duly 31, 2012 .....coeeenene 500.7 495.1
At August 31, 2012 .............. 499.3 492.7
At September 30, 2012 ......... 498.0 492.4
At October 30, 2012 ............. 497.8 492.5
At November 30, 2012 ......... 499.9 498.0
At December 31, 2012 ......... 502.9 508.2

Source: Central Bank

International Reserves

Net international reserves of the banking system were US$3.6 billion at December 31, 2008, US$4.7 hillion
at December 31, 2009, US$5.3 hillion at December 31, 2010, US$4.8 hillion a December 31, 2011 and US$6.3
billion at December 31, 2012.

International reserves at the Central Bank recovered gradually over the last 3 years, after high commodity
prices and the global financial crisis in 2008 caused net reserves to decrease from $4.9 hillion in April 2008 to $3.6
billion in October 2008. Positive net accumulation of reserves took place every year beginning in 2009. Internationa
reserves increased by US$561 million in 2010, US$129 in 2011 and by US$2.1 billion in 2012.

As of December 31, 2012, net international reserves at the Central Bank amounted to 4.6 months of imports
(c.i.f.) and a 1.8 ratio relative to the money base.

Securities Markets

Costa Rica has one stock exchange, the National Stock Exchange.

Laws regulating the securities market were enacted in 1990 and 1998, the first of which was designed to
stimulate the devel opment of the securities market, in part through the creation of the Comision Nacional de Valores
(Nationa Securities Commission), an entity under the authority of the Central Bank with supervisory authority over
the securities market in Costa Rica The second of such laws, which became effective on March 27, 1998,
restructured the Comisién Nacional de Valores as SUGEVAL.

SUGEVAL is responsible for promoting and regulating the Costa Rican securities markets. Its functions
include authorizing public offerings of securities, issuing securities regulations and supervising the operation of
stock exchanges. SUGEVAL regulates and supervises the securities markets, including setting professiona ethics
standards, requiring information such as annual reports from listed companies, setting controls and penalties and
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regulating the relaionship between issuers and investors in the securities market. The securities market is
dominated by trading in debt securities (principally Government bonds), while trading in equity securitiesis limited.

During 2011, the Nationa Stock Exchange worked with the SUGEVAL to actively participate on a
proposa that would boost the market, eliminate regulatory barriers and expand opportunities both for new issuers
and for financing investment projects.

The main regulatory changes in the securities market approved by CONASSIF in the last three years include
reforms to public offering regulations to alow issuances by public infrastructure trusts and changes to investment fund
regul ations to authorize private and venture capita investment funds. Other regulations enacted during that period were
rating agencies rules to comply with IOSCO Principles on Rating Agencies, corporate governance regul ations, which
are compulsory rules that apply to banks, broker agencies, fund managers and insurance companies, and securities
clearing and settlement regulations.

The globa financia crisis significantly impacted Costa Rica's stock market performance in 2008, but more
so in 2009, when volume traded at the exchange declined, and the average maturities of instruments shortened. The
economic slowdown also pushed investors to hold off on investment projects.

The following table sets forth trading volume for the National Stock Exchange for the periods indicated.

Stock Exchange Trading Volume

(in millions of U.S. dollars, unless otherwise indicated)®

For the Year ended December 31

2008 2009 2010 2011 2012
% of % of % of % of % of
. Amount Total Amount Total Amount Total Amount Total Amount Total
National Stock Exchange
Debt mar ket
Public sector issuer
Short term
(Commercial PAPEN) ....cuceeeereeereereeereenees $778 1.5% $857 1.9% $991 2.0% $735 1.2% $1,077 2.0%
Long term
(DONAS) ..o 576 1.1% 1,698 3.7% 2,758 5.7% 3,974 6.5% 4,609 8.0%
Total primary
MATKEL. ... s 1,354 2.6% 2,555 5.6% 3,749 7.7% 4,709 7.7% 5,686 10.0%
Short term
(Commercial PaPEr) .......ceevrreererreeriuseiniens 565 1.1% 678 1.5% 450 0.9% 298 0.0% 313 1.0%
Long term (bonds) .........cccceeuene 3,242 6.3% 2,789 6.1% 4,284 8.8% 5,336 9.0% 2,621 4.0%
Repos @O@ e 34,464 66.9% 27,270 60.1% 27,932 57.5% 36,615 60.0% 36,500 61.0%
Total secondary
38,271 74.3% 30,737 67.7% 32,666 67.3% 42,249 69.0% 39,434 66.0%
39,625 76.9% 33,292 73.4% 36,415 75.0% 46,958 77.0% 45,120 76.0%
Financial sector issuer
Short term
(Commercial PAPEN) ....coeeeereenerreereireeneens 1,385 2.7% 1,850 4.1% 1,779 3.7% 1,576 2.6% 1,859 3.0%
Long term (bonds) .........c.ceueeneene 253 0.5% 155 0.3% 277 0.6% 226 0.4% 358 1.0%
Total primary market...........coo.eeue. 1,638 3.2% 2,005 4.4% 2,056 4.2% 1,802 3.0% 2,217 4.0%
Short term
(Commercial Paper) .....oovcoccocceeeerrrsrsre. 338 0.7% 503 1.1% 1,081 2.2% 1,390 2.3% 2225  40%
Long term (bonds) .........ccceeeeene 111 0.2% 61 0.1% 67 0.1% 274 0.4% 82 0.0%
Repos @@ 5,470 10.6% 5,768 12.7% 5,743 11.8% 7,878 12.9% 7280 12.0%
Total secondary
MAIKEL. ... 5,919 11.5% 6,332 14.0% 6,891 14.2% 9,542 15.6% 9,587 16.0%
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Financial sector total .........c.coveueennns 7,557 14.7% 8,337 18.4% 8,947 18.4% 11,344 18.6% 11,804  20.0%

Private sector issuer

Short term
(Commercial Paper) .....ovvvereeseenennnes - 0.0% 15 0.0% - 0.0% - 0.0% - 0.0%
Long term (bonds) .........ceevenne 52 0.1% 149 0.3% 24 0.0% 24 0.0% 23 0.0%
Total primary market..........c.c........ 52 0.1% 164 0.4% 24 0.0% 24 0.0% 23 0.0%
Short term
(Commercial Paper) .....ovvvereeseresennnes - 0.0% 4 0.0% 2 0.0% 0.0% - 0.0%
Long term (bonds) .........ccevenne 44 0.1% 155 0.3% 255 0.5% 181 0.3% 96 0.0%
Repos @@ e 523 1.0% 814 1.8% 1,026 2.1% 1171 1.9% 1,022 2.0%
Total secondary
MArKet......voverirseeseeens 567 1.1% 973 2.1% 1,283 2.6% 1,352 2.2% 1,118 2.0%
Private sector total..........ccooeerienrinne 619 1.2% 1,137 2.5% 1,307 2.7% 1,376 2.3% 1,140 2.0%
International issuer
Short term
(Commercial Paper) ........oooooovveeseessssr. 0 0.0% 11 0.0% 116 0.2% 147 0.2% 35 0.0%
Long term (bonds) .........cceevenne 45 0.1% 60 0.1% 26 0.1% 55 0.1% 2 0.0%
Repos @O@ i 469 0.9% 319 0.7% 172 0.4% 102 0.2% 64 0.0%
International issuer
total 514 1.0% 390 0.9% 314 0.6% 304 0.5% 101 0.0%
Debt market total ........ccoovvrvirninnnne 48,315 93.8% 43,156 95.1% 46,983 96.8% 59,982 98.3% 58,165 98.0%
142 0.3% 31 0.1% 41 0.1% 75 0.1% 192 0.0%
142 0.3% 31 0.1% $ 4 0.1% 75 0.1% 192 0.0%
Others 3,058 5.9% 2,185 4.8% 1,515 3.1% 980 1.6% 1,186 2.0%
National Stock Exchange
total 51,515 100.0% 45,371 100.0% 48,539 100.0% 61,037 100.0% 59,543 100%
Market capitalization ..........ccccevvunnne 1,720 1,412 1,581 1,661 1,613 -
Number of listed
COMPANIEST......oovorrrrrrresessesesessessessesss 43 42 44 46 45

(1) Transactions in colones have been translated into US dollars at the Central Bank in effect on the date of the transaction.
(2) Repurchase agreements or repos.

(3) Considers only the buying position to avoid duplicating trading volume on repos.

(4) Repos includes interest on the transaction.

(5) Issuers authorized by the SUGEVAL to list securities on the stock exchange.

Source: SUGEVAL
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PUBLIC SECTOR FINANCES

The Costa Rican public sector is composed of the Government, non-financial public sector institutions
(including state-owned companies), and financia public sector institutions (including the Central Bank and the state-
owned banks). Government expenditures are financed through the collection of income taxes, sales taxes, other
minor taxes and tariffs, as well as through domestic and external borrowings. In recent years, Government’s current
expenditures have consisted primarily of wages and saaries, interest on domestic public debt, pension payments,
socia security payments and transfers to a state fund for higher education.

The following table sets forth a summary of Government accounts and their percentage of GDP for the

periodsindicated.
Government Finances
(inmillions of U.S. dollars and percentage of total GDP)
For the Year Ended December 31,
2008 2009 2010 2011 2012

millions % of millions % of millions % of millions % of millions % of

Uss GDP US$ GDP US$ GDP US$§ GDP US$ GDP

Total revenue .......cccceeevevenenene. $4,731 159 $4,121 140 $5219 144 $5981 146 $6,506 145
Current income ......c.cccceveeveenene. 4,730 159 4114 140 5216 144 5980 14.6 6,498 14.4
Tax ReVENUES .......cccovevveeveeenen, 4577 153 3945 134 4,741 131 5476 134 5980 133
INCOMEAX ..cvevrveecreeiiieciecieeieens 1,310 44 1,199 4.1 1,423 39 1,639 4.0 1,773 39
ONiMPOrtS ...ccoevveeveeeeerieceeeevene, 298 1.0 204 0.7 240 0.7 290 0.7 302 0.7
ON EXPOIS ..o, 9 0.0 8 0.0 8 0.0 8 0.0 8 0.0
Sales (domestic) ....ooveveeeeeereneene, 1,780 6.0 1,448 4.9 1,751 4.8 2,036 5.0 2,234 5.0
Consumption (domestic) ............. 312 1.0 205 0.7 279 0.8 345 0.8 374 0.8
Other taXxes .....ooveveveeveeeecereseenn 868 29 881 3.0 1,039 29 1,159 2.8 1,290 29
Sacia contributions .................... 83 0.3 95 0.3 116 0.3 132 0.3 147 0.3
NON-taxes revenues ............c....... 22 0.1 23 0.1 52 0.1 45 0.1 41 0.1
Transfers ....oooevevevecveecececeee, 49 0.2 51 0.2 307 0.8 327 0.8 330 0.7
Capital revenue .......ccccevveeenene. 1 0.0 7 0.0 3 0.0 1 0.0 8 0.0
Total expenditures .................... 4,675 157 5121 174 7,087 19.6 7,652 18.7 8,501 18.9
Current expenditures ............... 4,028 135 4595 156 6,233 17.2 7,052 17.3 7842 174
Wages and salaries .........ccoeeuenens 1,627 5.5 1,944 6.6 2,568 7.1 2,993 7.3 3,275 7.3
Goods and Services .........ccouenenee. 167 0.6 185 0.6 230 0.6 268 0.7 284 0.6
Interest on the public debt ........... 646 2.2 628 21 764 21 889 2.2 938 21
DOMESLIC .o 485 16 489 17 641 18 773 19 845 19
= £ 161 0.5 139 0.5 123 0.3 116 0.3 93 0.2
Current transfers ........cccceevveveeenne. 1,588 53 1,837 6.3 2,672 7.4 2,902 7.1 3,345 7.4
Public sector .......ccoceeveeeivieennnne. 762 2.6 837 2.8 1,000 2.8 1,123 2.7 1,216 2.7
Private sector ........ccocevevvviennenne. 814 2.7 981 33 1,623 45 1,762 43 2,115 4.7
External sector .......ccccoceeveeenenne. 12 0.0 19 0.1 49 0.1 18 0.0 14 0.0
Capital expenditures................. 524 18 526 18 854 24 600 15 659 15
Fixed investment ..........cccccoevveenne. 117 0.4 143 0.5 123 0.3 142 0.3 102 0.2
Capital transfers ......cccecveevreveeene, 407 14 383 13 731 20 458 11 556 1.2
Fiscal balance (deficit) /surplus .. 56 0.2 (999) (3.4 (1,867) (520 (1,672 (41 (1,99) (4.9
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Current ba ance (deficit) /surplus 703 24 (481) (1.6) (1,017) (28) (10720 (26) (1,344 (3.0
Primary balance (deficit)/surplus 702 2.4 (371) (1.3) (1,103) (3.0 (783) (190 (1,057) (2.3
(1) Amountsin U.S. dollars were converted from colones using the historical average exchange rate for the period indicated.
Source: Ministry of Finance

During the past years, the Government has embarked on efforts to improve tax administration, control and
improve the quality of spending, modernize its information systems, while introducing several laws geared toward
raising revenues. In 2011, the Government proposed a “Fiscal Solidarity Law” (Proyecto de Ley de Solidaridad
Tributaria), a tax reform that was expected to yield 1.5% of GDP in additional revenues for the Government. In
April 2012, however, the Constitutional Court decided to annul the law on procedural grounds. During 2012, in
light of the fragility of public finances, international economic instability and the absence of structural changes and
the rejection of the Fiscal Solidarity Law, the Ministry of Finance implemented specific measures to contain
spending and improve tax administration. In particular, measures were implemented that focused on the audit of
high-risk groups that were most likely to evade taxes. Additionally, in the second half of 2012 the Legidative
Assembly approved two new tax laws:. Ley de Cumplimiento de Transparencia Fiscal, which allows the Directorate
General of Taxation (Direccion General de Tributacion or “DGT”) to obtain the bank information of taxpayers
more quickly and facilitates the exchange of tax data between banks of different countries, and Ley de
Fortalecimiento de la Gestién Tributaria, which increases penalties for taxpayers who mis-declare or violate the
required quarterly income tax payments, among other important tax reforms. Both laws came into force as of
September 28, 2012.

In 2012, the Government passed alaw that imposed higher penalties on tax crimes. The Government, as
part of its strategy to increase efficiency in tax collection, has implemented atraining program for judges and
prosecutors to clarify how to identify and deal with tax crimes.

The measures undertaken by the Directorate General of Customs, Directorate General of Taxation and
Fiscal Control Police to reduce tax evasion and fraud were instrumental in increasing tax revenues by 20.2% in 2010
as compared to 2009, and by 15.5% in 2011 as compared to 2010. In 2012, tax revenues increased from US$5.5
billionin 2011 to US$6.0 billion, an increase of 9.2%. In comparison with previous years, custom dutiesin 2012
presented alower growth rate, as did income tax collection and general saestax.

As away to contain expenditure growth, the executive branch of the Government issued a directive to the
ministries, public authorities and institutions subject to its budgetary authority not to raise their current recurring
spending plans by over 4% from 2011 levels. The directive does not cover expenditures for security and education.
As of the date of this Offering Circular, the directive is still in effect.

In 2012, the Government’s fiscal deficit stood at 4.4% of GDP, compared to a deficit of 4.1% of GDPin
2011, astota expenditures grew from US$7.7 billion in 2011 to US$8.5 hillion in 2012 (an increase of 11.1%) while
total revenues grew from US$6.0 billion in 2011 to US$6.5 billion in 2012 (an increase of 8.8%). Theincreasein
total expendituresis primarily due to the 9.7% increasein capital expenditures compared to 2011.

In 2011, the Government reduced the fiscal deficit to 4.1% of GDP from 5.2% of GDP in 2010, primarily
as aresult of improvementsin tax revenues, an expenditure containment policy, and delaysin executing certain
investment projects. Although tax revenues improved dlightly in 2011 to 13.4% of GDP, compared with 13.1% in
2010, their recovery remains subject to important risks, especially due to the fragile state of the world economy. The
Government also enacted expenditure directives geared toward containing discretionary spending that allowed
expenditures to grow by less than 8% annually, compared with 38% in 2010. Even though the Government pushed
for quick and efficient execution of investment projects, some agencies were not able to execute according to the
desired timeline, which had the indirect effect of improving the overal deficit. Generaly, all current expenditure
items presented growth rates lower than those observed in 2010, with the exception of interest debt paymentsin
response to higher financing requirements by the Government.
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The fiscal situation deteriorated in 2010 in the midst of the politica transition where a new Government
took office in May. The Government had to evaluate a strategy to improve the fiscal situation and consider al its
options, including proposing a comprehensive fiscal reform. The Government designed a strategy that took into
account an incipient economic recovery process after the global financia crisis of 2009. The executive branch used
administrative actions in order to increase the tax collections by concentrating efforts in achieving a stronger control
over high risk tax evasion groups, such as informal companies records, thereby improving the Government’s
position in the fight against tax evasion and contraband.

In 2010, the Government launched a digital public purchases modd known as “Mer-link,” a system that
would alow enterprises, persons and suppliers, to sell or negotiate goods or services on-line with public institutions.
This was part of “Proyecto de Gobierno Digital” (Digital Government Project). In addition, the Legidative
Assembly approved a luxury house tax for houses that are worth more than US$208,000. The revenues would be
earmarked to fund low income housing programs.

In 2010, expenditures rose significantly, in line with the trend of previous years. Totad Government
expenditures increased 38%, while non-interest expenditures increased by 41%. The expansionary fiscal policy that
increased expenditure to avoid a recession during 2009 generated further increases in expenditures in 2010. The
Government in 2009 expanded socia programs and increased public sector salaries, measures that could not be
reversed in 2010.

The following table sets forth the consolidated public sector deficit as a percentage of GDP for the periods
indicated.

Consolidated Public Sector Deficit
(percentage of GDP)
For the Year Ended December 31,
2008 2009 2010 2011

GOVEINMENL ... 02% (B4H% (2% (“.L%
Central Bank .......ccoeeveineiierenecce (0.2) (0.8) (0.5) (0.6)
Remainder of non-financial public sector ..... (0.4) 0.3 0.3 0.5
TOtA i (0.4) (3.9) (5.4 4.2

Source: Ministry of Finance

The following table sets forth the composition of the Government’ s tax revenues for the periods indicated.

Composition of Tax Revenues

(percentage of total)
For the Year Ended December 31,
2008 2009 2010 2011 2012
Tax Revenues ........... 100.0% 100.0% 100.0% 100.0% 100.0%
SAlES ..o 38.9 36.7 36.9 37.2 37.3
Incometax ............ 28.6 304 30.0 29.9 29.6
Other taxes ............ 19.0 22.3 219 21.2 21.6
Consumption ......... 6.8 5.2 5.9 6.3 6.2
Onimports ............ 6.5 5.2 51 53 51
On exports............. 0.2 0.2 0.2 01 0.1

Source: Ministry of Finance
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Tax revenues in 2012 recorded an increase of 9.2%, compared with increases of 15.5% in 2011 and 20.2%
in 2010. During 2012, the increase in tax revenues was primarily due to the presence of new taxes on tobacco
products and on legal persons (corporations). Revenues from sales taxes increased by 9.7% in 2012 compared to
2011.

During 2011, most categories of tax receipts increased in response to the economic recovery in 2010.
Income taxes presented some recovery signs in 2010, athough, they have not reached pre-crisis observed growth
rates. Individual income taxes showed growth, partly due to an upturn in domestic economic activity. The growth in
sales taxes was a response to higher domestic demand linked to industrial and tourism activities. Taxes from
manufacturing and construction activities, however, contracted. Other tax revenues, including taxes on alcoholic
beverages, revenue stamps, and territorial exit fees fuel tax, decreased compared with 2009.

In 2009, the Costa Rican economy was impacted by the international financia crisis, including a dramatic
slowdown in economic activity, as well as adeclinein foreign direct investment. Even though all industries were not
affected in the same way, tax collections decreased by more than 2 percentage points of GDP.

In this context, the Government promoted an expansionary fiscal policy, aimed at expanding aggregate
demand to moderate the impact of the recession. The strategy emphasized expenditure increases, as well as tapping
into externa financing to undertake socia expenditure, to protect the public investment program and promote
financial stability. The Government financed most of these expenditures domesticaly, including the placement of
US$150 million of bonds purchased by the People's Republic of China maturing January 23, 2020.

Tax collection contracted by 13.8% in 2009, mainly as a consequence of the globa financia crisis.
Customs duties were the most affected, decreasing by 31.5% in 2009, mainly due to the decline in imports.
Additionally, income taxes decreased by 8.5% in 2009. The size of the decline, however, implied a significant drop
in overall collections. Sales taxes also declined by 18.7% in 2009, mainly due to the deterioration of economic
activity in commerce, construction, hotels and restaurants.

Total Government expenditures increased by 9.5% in 2009. Primary expenditure (total expenditure
excluding interest) increased by 11.5% in 2009, primarily as a consequence of higher wages resulting from a
Government policy that adjusted professional saaries in the Government to be in line with the rest of the public
sector. Expenditures also increased as a result of increased transfers to the non-contributive pension regimes and
socia programs (including current and capital transfers), including transfers to the CONAVI and FODESAF.

The following table sets forth the composition of the Government’ s expenditures for the periods indicated.
Composition of Government Expenditures

(percentage of total expenditures)
For the Year Ended December 31

2008 2009 2010 2011 2012
Total expenditures ............. 100.0% 100.0% 100.0% 100.0% 100.0%
Wages and salaries.............. 34.8 38.0 36.2 39.1 38.5
Current transfers ................ 34.0 35.9 37.7 37.9 39.3
Interest on the public debt .. 138 12.3 10.8 11.6 110
Capital expenditures .......... 11.2 10.3 12.0 7.8 7.8
Goods and services ............ 3.6 3.6 3.2 35 33

Source: Ministry of Finance

In 2008, the Ministry of Finance executed initiatives to improve tax administration. In 2008, the
Government proposed budget amendments to attend to food security and to recapitaize public banks. The budget
amendments were passed in September 2008 and enabled Government banks to extend their credit capabilities.
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During 2008, the Ministry of Finance continued to pursue the modernization of the Customs and Domestic
Tax Administration. As a result of these efforts, the Government was able to include exports in the Custom Control
Technologicd Information System (TIC@), the customs administration information system. Additionally, the DGT
introduced new web-based tools that facilitate tax compliance.

The following table sets forth Government borrowings for the periods indicated:

Government Financings

(in millions of U.S. dollars and percentage of total GDP)

2008 2009 2010 2011 2012
Millions Millions Millions Millions Millions

US$ % GDP USs % GDP Uss % GDP USss % GDP USss % GDP

Total Revenues ................. $4,731 15.9% $4,121 14.0% $5,219 14.4% $5,981 14.6% $6,506 14.5%

Total Expenditures ........... 4,675 15.7 5,121 174 7,087 19.6 7,652 18.7 8,501 18.9

Overall Balance 56 0.2 (999) (3.4) (1,867) (5.2 (1,672 (4.1) (1,995) (4.4)

Net Financing Required.... (56) (0.2 999 34 1,867 5.2 1,672 4.1 1,995 4.4

Net External Borrowing.... (93) (0.3) (325) (1.1) 469 13 (221) (0.5 708 16

Net Internal Borrowing .... 37 01 1,324 45 1,398 39 1,893 46 1,287 29

Centra Bank ................. 78 0.3 (43) -0.1 (442) 1.2 434 11 (930) (2.1)

Commercial Banks ....... (36) (0.1 0 0.0 121 0.3 249 0.6 253 0.6
Government bonds

01 U 0.0 0.0 0 0.0 0 0.0 0.0 0.0 0.0 0.0

(@431 (6) 0 1,368 4.7 1,719 4.7 1,21 3 1,964 4.4

Residual ......ccooevvereernrennns (205) (0.7) 1,301 44 1,246 34 1,139 2.8 1,899 4.2

Source: Ministry of Finance

2013 Budget

The 2013 Nationa Budget Law was approved by the Legidlative Assembly in November 2012. The budget
was prepared considering the difficult fiscal situation faced by Costa Rica in recent years, while considering the
commitments that the Government made with the different sectors of the population. The budget allocates 47.4% of
expendituresto socia sectors such as education, socia protection, health, housing, and recreation and cultural services.

The 2013 budget includes three new elements that will have a substantia impact on revenues and
expenditures. First, the Legislative Assembly approved two new taxes that have been alocated for a specific
purpose: the tax on lega persons (Law No. 9024) and the tax on tobacco products (Law No. 9028). The estimated
revenue from these taxes is US$140 million, or approximately 0.3% of GDP. Second, athough the Constitution
mandates that a maximum of 0.19% of GDP be spent on presidential and legidative elections, the budget includes
only 0.11% of GDP under the assumption that the Legidative Assembly will approve a law to limit the expenditure
temporarily, similar to the one approved in 2009 for the 2010 eections. Third, the bill entitled “The Efficient
Management in Public Finances,” currently under discussion in the Legislative Assembly, includes a specific article
that reduces election spending to a maximum of 0.08% of the GDP in 2013.
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The following are the principa assumptions utilized in the 2013 budget.

Assumptions Underlying 2013 Budget
(percentages, except as indicated)

g1 I (o T TS 5.0
(=Y U o] o S 2.7
Real growth in GDP ......coci o 4.3
Nominal growth in GDP ........ccceciiiinicc e s 9.6
R 11 = (=S = (= TSI 3.9
NOMING INEEFESE FALE ...vveecieee et 8.9

Source: Ministry of Finance

The 2013 budget assumes total current revenue for 2013 to be 14.8% of GDP, or US$6.9 billion, implying
that revenues are expected to grow by 11.7%. Total expenditures are anticipated to be 26.1% of GDP, or US$12.3
billion, implying that expenditures are expected to grow by 7.7%. The rate of growth in expenditures is expected to be
lower than that observed in 2011 (13.7%) and in 2012 (9.1%). Tota expenditures as a percentage of GDP are expected
to be 0.4 percentage points lessin 2013 than in 2012. Budgeted interest expenditure for 2013 is expected to increase by
23.1%, compared with the 2012 budget.

Current expenditure in the 2013 budget is higher than current expenditure in the 2012 budget, mainly due to
higher interest expenses, the impact of taxes on legal persons and tobacco products and the increase in expenses for the
electionsin 2014. Current expenditures are expected to grow by 7.7% in 2013.

The 2013 budget anticipates that capita expenditures financed by domestic debt will decrease by 9%
compared with 2012. If the investment component financed with external resources is included, capita expenditures
are expected to grow by 23%, from 1.7% of GDP in 2012 to 1.9% of GDP in 2013. This capital expenditure increase
includes the firgt infrastructure road program, the first cantonal road network program, “Bajos de Chilamate” and
“Vuelta de Kooper” projects, as well as the refurbishment of the existing cantonal road network, among others.

The 2013 budget protects social spending, which reflects the priorities of the Government. The sectors that
contribute the most to the budget growth are education (43.7%), social protection (work and pensions) (27.0%) and
public safety (14.5%).

The 2013 budget contemplates alesser amount of indebtedness compared with the last two years as aresult of
current income growing faster than amortizations and domestically financed expenditures, including amortization.

The authorization by the Legidative Assembly for the placement of securities in the international market is
also expected to substantially reduce the domestic component of public indebtedness. In particular, the placement of
securities abroad will replace expensive domestic debt for less expensive externa debt, thus allowing a proportion of
the scheduled repayments to be financed with the issuance of externa debt. The Government estimates that domestic
indebtedness will be reduced by approximately 25% in 2013.

Despite the efforts in expenditure containment and improvementsin tax collections, current income in 2013 is
not expected to be sufficient to fund all current expenditure. Thus, 21% of current expenditure in 2013 is anticipated to
be financed with public debt. Education, which is considered public investment in human capital, however, represents a
high percentage of expenditure in the 2013 budget and is classified as a current expenditure. If the expenses in
education are excluded from current expenditures, then current revenues is expected to cover al current expenditures.

The budget for 2013 anticipates a Government fiscal deficit of 4.9%, dightly higher than the Government’s
fiscal deficit for 2012 of 4.4% of GDP.
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The Government is implementing a comprehensive fiscal strategy, which includes the following key
initiatives:

e Restraining current expenditures. Since the beginning of the current administration, the Government
has implemented strict policies to restrain current expenditures, which have contributed to the
reduction of the growth rate of current expenditures to single digits. Beginning in 2011, the
Government issued a Presidential Directive that froze employment levelposts and limited the filling
of vacancies. Additionaly, the Government has limited wage increases to expected inflation,
including in the 2013 budget.

e  Safeguarding public investment and social spending. The Government is committed to undertaking
productive investment projects and using innovative ways to finance them. For example, it has used
concessions to expand and improve the road network, airports and ports. At the same time, it has
maintained or expanded socia expendituresin areas such as security, education and health.

e  Srengthening the fight against tax evasion, elusion, and contraband. The Legidative Assembly
approved in 2012 a set of laws that eliminated loopholes in tax and customs administration and gave
Costa Rica's tax administration more instruments to increase the efficiency of tax and customs
collection policies. The recently approved Law on Fiscal Transparency allows tax authorities to more
easily open bank accounts for tax auditing purposes and facilitates other tax administrations.
Additiondly, the fiscal control police is also executing more operations and the Ministry of Finance
isimplementing a program with the judicia branch to train the courtsto better understand tax crime.

e  Expanding financing options for the Government. During 2012, the Legidative Assembly approved a
law that authorizes the Government to place up to four billion U.S. dollars in the international
financial market over the next 10 years. On November 21, 2012, the Government placed a 10-year
bond with an aggregate principal amount of US$1 billion and a yield of 4.250%. By expanding the
possible investor base for Costa Rican sovereign bonds, the Government has begun to, and expectsto
continue to, lower its borrowing cost compared to the domestic market, lowering the overall public
sector deficit and easing pressure on domestic interest rates.

e Undertaking a National Dialogue for Fiscal Consolidation. The Government is committed to
lowering the fiscal deficit and stabilizing the public sector debt ratio, and is currently discussing with
think tanks and universities a comprehensive fisca consolidation strategy that will affect
expenditures and revenues. This process will yield a proposal that will begin anational diaogue with
al stakeholders to reach a consensus on ways to strengthen the finances of the public sector,
including the achievement of a primary balance equilibrium for the Government in the medium term.
The national dialogue is intended to result in a proposa that will incorporate the most important
elements of the consensus reached, which the Government will present to the Legidative Assembly
with the aim of obtaining approval before the next administration assumes office in May 2014.
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PUBLIC SECTOR DEBT

Costa Rica's gross public sector debt is comprised of the domestic and externa debt of the Government, the
Central Bank, state-owned non-financial companies and the autonomous agencies of the Government. Gross public
sector debt does not include public sector financid ingtitutions. Costa Rica's total domestic public debt consists of
colén-denominated debt and foreign-currency denominated debt issued in Costa Rica by the Government, the Central
Bank and autonomous agencies of the Government and non-financia public sector institutions and enterprises. Costa
Rica's total gross public sector external debt consists of |oans from foreign creditors to the Government, the Central
Bank, autonomous agencies of the Government and non-financial public sector institutions and enterprises as well as
bonds of these entities issued outside of Costa Rica. At June 30, 2012, approximately 3.3% of the indebtedness of the
non-financia public sector was guaranteed by the Government.

Costa Rica' s total gross public sector debt fluctuated from 39.4% of GDP in 2008 (US$11.2 hillion) to 51.9%
in 2012 (US$23.1 hillion). After going through a fisca consolidation process driven mostly by strong economic
performance during 2007 and 2008, the global financia crisis triggered an expansionary fiscal policy that implied a
deterioration of public finances from 2009 onwards. Additionally, legal constraints obligated the Government to rely
more on domestic resources to finance its fiscal deficit. In 2008, 69.6% of total public sector debt was domestic debt.
While the share of domestic debt of total public sector debt decreased to 73.6% in 2009, it increased to 75.6% in 2010,
t0 79.0% in 2011 and to 79.3%in 2012.

On August 24, 2012 the L egislative Assembly approved Law 9070, which authorizes the Government to issue
in the international markets up to US$4.0 hillion of debt over the next ten years, with amaximum of US$1.0 billion (or
its equivalent in other external currency) of debt per calendar year. The main objective of Law 9070 is for the
Government to substitute expensive domestic debt with cheaper externa debt. On November 21, 2012, the Republic
issued U.S.$1.0 hillion aggregate principal amount of its Notes due 2023.

Government debt reached US$7.0 billion in 2008 (24.7% of GDP), US$8.2 hillion in 2009 (27.2% of GDP),
US$10.9 hillion in 2010 (29.1% of GDP), US$12.5 hillion in 2011 (30.7% of GDP) and US$15.7 billion in 2012
(35.3% of GDP). Government debt increased by 10.6% of GDP from 2008 to 2012, mainly due to the decrease in tax
revenues and the expansionary fisca policy that the Government implemented to mitigate the effects of the 2009 globa
financid crisis, which led to an increase in the deficit and gross financing needs. In addition to the incurrence of
Government debt to finance the fisca deficit, the increase in Government indebtedness in 2012 compared to 2011
reflected the receipt of proceeds from the issuance of the Republic’'s Notes due 2023 in November 2012, which
proceeds have been and will continue to be used during the first half of 2013 to refinance maturities of domestic and
external Government debt. The Government debt contributed the largest share to tota public sector debt, averaging
65.8% of total public sector debt over the period from 2008 to 2012. Since 2004, the Government has repaid externa
debt by issuing relatively expensive domestic debt. However, with the enactment of Law 9070, the Government has
been and will continue to be able to issue external debt to refinance such maturities.

The following table sets forth the composition of public sector debt between domestic and external debt.

Total Public Sector Debt
(inmillions of U.S. dollars and as a percentage of total)
At December 31

2008 2009 2010 2011 2012
Domestic Public Debt ...  $7,795 69.6% $9,315 73.6%  $12,119 75.6% $14,939 79.0%  $18,320
Foreign Public Debt ...... 3410 304 3,346 26.4 3917 24.4 3,959 210 4,786
Total oo $11,204 100.0%  $12,661 100.0%  $16,036 100.0% $18,898 100.0%  $23,106

Source: Ministry of Finance
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Total Public Sector Debt
(as a percentage of GDP)

At December 31
2008 2009 2010 2011 2012
Domestic Public Debt ..o 27.4% 31.1% 32.5% 36.8% 41.1%
Foreign Public Debt .........ccoeevvneneee. 12.0 11.2 105 9.7 10.7
Total oo 39.4% 42.2% 43.1% 46.5% 51.9%

Source: Ministry of Finance

The following table sets forth the public sector debt of the Government, non-financial public sector and the
Central Bank as at the end of each year.

Total Public Sector Debt

(in millions of U.S. dollars and as a percentage of total)

At December 31

2008 2009 2010 2011 2012
Central
Government ........ $7,033 62.8% $8,151 64.4% $10,851 67.7% $12,489 66.1% $15,744 68.1%
Non-Financial
Public Sector ...... 1,417 12.6 1,975 15.6 2,441 15.2 3,056 16.2 3,303 14.3
Centra Bank ....... 2,754 24.6 2,535 20.0 2,744 17.1 3,354 17.7 4,059 17.6
Total v $11,204 100.0% $12,661 100.0% $16,036  100.0% $18,8908  100.0% $23,106  100.0%

Source: Ministry of Finance

Total Public Sector Debt
(as a percentage of GDP)

At December 31
2008 2009 2010 2011 2012
Central Government ............... 24.7% 27.2% 29.1% 30.7% 35.3%
Non-Financia Public Sector ... 5.0 6.6 6.6 75 7.4
Centra Bank .......c.cccecvvvrnenene. 9.7 8.5 7.4 8.3 9.1
Total oo 39.4% 42.2% 43.1% 46.5% 51.9%

Source: Ministry of Finance

Domestic Debt

From 2008 to 2012, most of Costa Rica's public sector domestic debt was issued through bonds. The baance
of public sector domestic debt was from loans by commercia entities and multilateral organizations.

Costa Rica's public sector deficits are financed primarily through Titulos de Propiedad de la Deuda Interna
(“Treasury Bonds’). These instruments are sold primarily through public auctions with a portion being placed with
state-owned ingtitutions and enterprises. The Central Bank’ s debt isissued through BEMs and certificates of deposit.

The non-financia public sector used the domestic market to finance itself in relatively small amounts prior to
2008. Beginning in 2009, however, the non-financia public sector started increasing its use of the domestic market.
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The non-financia public sector's domestic debt increased from US$126.5 million in 2008 to US$413.7 million in
2009, to US$801.3 million in 2010, and to US$1.1 hillion in 2011. The non-financia public sector’s domestic debt
remained at the same level in 2012 as recorded in 2011 at US$1.1 billion. The increase in the use of domestic debt
since 2008 can be explained by Law 8660, “Ley de Fortalecimiento y Modernizacion de la Entidades Publicas del
Sector Telecomunicaciones,” which was approved by the Legisative Assembly in July 2008 and allowed the ICE to
use domestic and externd financial instrumentsin amounts to cover its funding needs up to 45% of its assets.

As of December 31, 2012, the domestic debt obligations of the Central Bank accounted for US$4.0 hillion,
or 22.1% of tota gross public sector domestic debt.

The Central Bank and the Government hold auctions of BEMs and Treasury Bonds once a week, at which
time stock exchange brokers submit their bids as to amount and interest rates. The aggregate amount of BEMs and
Treasury Bonds offered in each auction is based on the financia needs of the Government and the liquidity of the
financial system, compared with the Central Bank’s monetary targets.

The following table sets forth the gross public sector domestic debt as of the dates indi cated.
Gross Public Sector Domestic Debt

(inmillions of U.S. dollars and as a percentage of total)

At December 31

2008 2009 2010 2011 2012
Central
Government ............ $4,984.0 63.9% $6,424.0 69.0% $8,624.0 71.2% $10,483.0 70.2% $13,024.0 71.1%
Non-Financial
Public Sector ........... 127.0 16 414.0 4.4 801.0 6.6 1,146.0 1.7 1,273.0 6.9
Central Bank ........... 2,684.0 34.4 2,477.0 26.6 2,693.0 222 3,310.0 222 4,024.0 220
Total .veeereveeie, $7,795.0 100.0% $9,315.0 100.0% $12,119.0 100.0% $14,939.0 100.0% $18,320.0 100.0%

Source: Ministry of Finance

The following table sets forth the holdings of gross public sector domestic debt as of the dates indicated.
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Holdings of Gross Domestic Debt
(percentage of total gross domestic debt)
At December 31

2008
Government bonds .................. 64.0 %
Central Bank™ ........cccoovevneeee. 0.6
National financial system® ... 10.7
Publicingtitutions ................... 39.2
Internal private sector ............. 11.2
External sector ........ccccvevenn, 23
Central Bank bonds (BEMS) .... 36.0
National financial system® ... 6.0
Publicingtitutions ................... 14.6
Internal private sector ............. 154
Total 100.0%

(1) The Central Bank is prohibited from financing the activities of the Government, except under limited

2009
74.0%
05
15.8
36.8
16.8
42
26.0
5.1
10.1
10.8

100.0%

specific circumstances. See “Monetary System—Central Bank.”

(2) Includes commercial banks and other non-banking financial private intermediaries (saving and |oans

2010

74.9 %

0.3

18.7

36.7

15.9

3.4

251

59

8.9

10.3

100.0%

2011
743 %
0.2
16.4
38.0
17.0
27
25.7
71

9.0

96

100.0%

associ ations and cooperatives, credit unions and other nonbanking financial private companies).
Source: Ministry of Finance and Central Bank of Costa Rica

2012

76.2

0.1

152

34.1

24.7

22

238

6.5

8.3

9.0

100.0%

The following table sets forth the aggregate principa amount of Government bonds in circulation as of the

Government Bondsin Circulation
(in millions of U.S. dollars at book value, except percentages'®)

Total

datesindicated.
At December 31, 2008 ..... $7,033.3
At December 31, 2009 ..... 8,151.4
At December 31, 2010 ..... 10,851.3
At December 31, 2011 ..... 12,489.2
At December 31, 2012 ..... 15,744.0

(1) Percentage of total Government debt
Source: Ministry of Finance

100%
100
100
100
100

Colon
Denominated Bonds
$4,263.4 60.6%

5,262.7 64.6
7,170.5 66.1
8,790.3 70.4
10,911.8 69.3

u.s.
Denominated Debt
$2,270.3 32.3%

24117 29.6
2,703.9 24.9
2,692.3 21.6
3,861.7 245

Other
Currencies
$499.7 7.1%
476.9 5.9
976.8 9.0
1,006.6 8.1
970.5 6.2

Historically, the Government and the Central Bank issued debt with maturities of six months or less.
Beginning in 1999, the Government and the Central Bank developed more competitive joint auctions through the
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use of standardized financial instruments and issued a greater amount of debt with terms of one, three, five, seven,
10 and 15 years. The following table sets forth the maturities for Government bonds in circulation as of the dates
indicated.

Government Bondsin Circulation, by Maturity
(percentageof total Government debt)

At December 31,

2008 2009 2010 2011 2012
From 8t0 30 days .....ccccvvevrvvvrivrnnens 2.8% 3.8% 2.6% 1.6% 0.9%
From 31t0 90 days ......ccocevvvvvrevrerenns 5.6 3.8 7.1 6.2 6.4
From 9110 180 days .......ccccevevrvrerenns 2.8 25 3.8 5.8 34
From 181 to 360 days .......ccccccereeuenene 6.5 79 6.8 3.6 4.3
From 361 to 720 days .......ccccccereeuenene 8.6 14.0 10.7 7.3 7.8
From 721 t0 1440 days .......ccccceeeuenene 155 16.7 13.0 19.9 221
Morethan 1441 days ......ccccocevevrerenns 51.2 455 47.0 475 48.9
TOtA e 92.9% 94.1% 91.0% 91.9% 93.8%

Source: Ministry of Finance
External Debt

Gross public sector external debt decreased by 0.2% to US$3.4 hillion a December 31, 2008, and further
decreased by 1.9% to US$3.3 billion at December 31, 2009. Gross public sector external debt increased by 17.1% to
US$3.9 hillion at December 31, 2010, compared with 2009, principally due to the receipt of a budget support loan of
US$500 million from the World Bank with a maturity of 30 years. The purpose of the loan is support the devel opment
of financia policies and competitiveness. Gross public sector external debt increased by 1.1% to US$4.0 hillion at
December 31, 2011. Gross public sector external debt increased by 21% to US$4.8 billion at December 31, 2012,
primarily due to the issuance by the Republic on November 21, 2012 of its Notes due 2023 in an aggregate principa
amount of US$1 hillion.

At December 31, 2012, Costa Rica's public sector external debt consisted principaly of obligations to
multilateral organizationsin the amount of approximately US$2.1 billion, bonds in an outstanding aggregate amount of
US$2.4 hillion, and bilatera debt in the amount of US$332.2 million. Approximately 49.1% of the public sector
external debt isfloating-rate debt.

At December 31, 2012, approximately 94.2% of the public sector external debt was denominated in U.S.
dollars, approximately 3.9% of the public sector externa debt was denominated in Japanese yen and approximately
1.1% was denominated in the IADB unit of account.

From 2008 to 2012, the ratio of non-financia public sector externa debt to GDP grew from 4.5% in 2008 to
4.6% in 2012. Theincrease in the ratio of public sector externa debt to GDP is partly explained by an increase in the
use of externa financing by the ICE as a result of Law 8660 “Ley de Fortalecimento y Modernizacion de las
Entidades PUblicas del Sector Telecomunicaciones,” approved by the Legidative Assembly in July 2008, which
allowed the ICE to use local and internationa marketsto meet its funding needs.

The following table sets forth the total gross public sector externa debt, net of gross international reserves
of the Central Bank, as of the dates indicated.
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Total Gross Public External Debt, Net of Reserves
(inmillions of U.S. dollars)
As of December 31,

2008 2009 2010 2011 2012
Total gross public external debt ...................... $3,410 $3,346 $3,917  $3,959 $4,786
Less: grossinternational reserves .................... 4,397 3,844 4,072 4,633 6,857
Tota public external debt, net of reserves ....... $(988) $(498) $(155) $(674) $(2,071)

Source: Ministry of Finance

Costa Rica's public external debt is held by a variety of multilateral, bilateral and private commercia bank
creditors, as well as a large number of non-resident financia institutions. Commercia bank creditors, holders of
bonds and multilateral organizations accounted for 93.0% of total gross public sector external debt outstanding as of
2012. The IADB and World Bank are Costa Rica's largest creditors, accounting for 15.6% and 12.2%, respectively,
of the gross public external debt as of 2012.

The following table sets forth the total gross public sector external debt, by creditor and percentage of total,
as of the dates indicated.

Gross Public External Debt, By Creditor and Per centage of Total

(in millions of U.S. dollars and as a percentage of total)

As of December 31

2008 2009 2010 2011 2012
Multilateral $1,404.5 41.2% $1,607.2 48.0% $2,1380  54.6% $2,206.1 55.7% $2,097.1
World Bank .......ccoveereereuneenenne 41.2 12 57.7 17 569.9 145 586.6 14.8 585.1
Inter-American Development
Bank ... 691.0 20.3 686.0 20.5 699.8 179 7515 19.0 747.9
Central American Bank for
Economic Integration ................. 488.2 14.3 636.1 19.0 662.1 16.9 579.1 14.6 546.0
184.2 5.4 2274 6.8 206.2 53 288.9 7.3 217.9
Bilateral .....ccomevcnenencninens 338.6 9.9 375.2 11.2 417.7 10.7 394.2 10.0 332.2
Commecial Banks .......ccccveunee 16.6 0.5 141 04 115 0.3 9.0 0.2 6.4
Bonds and floating rate notes . 1,650.0 48.4 1,350.0 40.3 1,350.0 345 1,350.0 341 2,350.0
TOtal e $3,409.8 100.0% $3,346.5 100.0%  $3917.2 100.0% $3,959.3 100.0% $4,785.7

Source: Ministry of Finance

The following table sets forth the amortization schedule of Costa Rica's consolidated public sector external
debt for the five years ending December 31, 2017, excluding interest payments on such debt.
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Amortization of Gross Public External Debt
(in millions of U.S. dallars)

2013 2014 2015 2016 2017
MUITHBEErE ..ot $44.7 $34.6 $35.7 $58.6 $52.5
Inter-American Development Bank ..........ccocccoernenceunenen. 331 230 230 26.4 21.2
WO BaNK ..o sss e 8.7 8.7 9.7 29.2 28.2
Central American Bank for Economic Integration .......... 2.8 2.8 3.0 30 3.0
OLhEN'S ..ot 0.0 0.0 0.0 0.0 0.0
BIlAEral ...t 16.6 14.8 7.0 6.6 6.6
Commercial Banks .........ooceeernencinirineeesiseeeeeee s seseees 0.0 0.0 0.0 0.0 0.0
Bonds and floating rat€ NOES .........cvvereerererereeerireeeieireenas 250.0 250.0 0.0 0.0 0.0
TOMA oot $311.3 $299.4 $42.7 $65.2 $59.1
Source: Ministry of Finance
The following table presents public sector external debt by maturity.
Public Sector External Debt, by Maturity
(as a percentage of total)
At December 31
2008 2009 2010 2011 2012
Lessthanayear ......ccccocveenee. 13.5% 6.0% 124% 14.5% 12.0%
2t05VYEaS o 44.3 59.1 453 38.5 24.5
6t010YEearsS ...cccereeree 27.1 18.6 24.3 29.4 285
Morethan 11 years ................. 15.2 16.3 17.9 17.6 35.0
Tota .ooveieeen 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Ministry of Finance

The following table sets forth Costa Rica's tota public sector externa debt service for the periods

indicated.

Total Public External Debt Service
(inmillions of U.S. dollars, except percentages)

At December 31
2008 2009 2010 2011

INtErest PAYMENLS ......cvvvvrvererreereresseeeenens $224.0 $219.0 $206.5 $195.1
AMOrtiZAON v 645.4 468.9 222.7 549.9
TOEl s 869.4 688.0 429.3 745.0
Total EXPOIS ...cuereeeeieireieieieene e 9,503.7 8,783.7 9,4481  10,408.4
Foreign Debt Services as % of Gross

PUDIIC DEDL ..o 3.0% 2.3% 1.2% 1.8%

Source: Ministry of Finance
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The following table sets forth public external debt denominated in foreign currency, by currency for the dates

indicated.
Summary of Public External Debt Denominated in Foreign Currency, by Currency
(inmillions of U.S. dollars, except percentages)
At December 31
2008 2009 2010 2011 2012

Amount Per centage Amount Per centage Amount Per centage Amount Per centage Amount Per centage
U.S. dollar ... $3,087.0 90.5% $3,006.8 89.8% $3,539.4 90.4% $3,613.1 91.3% $4,508.3 94.2%
IADB unit of
account ....... 160.0 47 129.8 39 105.8 27 785 20 52.1 11
Japanese yen 114.2 33 161.4 4.8 225.2 57 226.0 57 185.3 39
Swiss Franc .. 12 0.0 11 0.0 0.9 0.0 0.7 0.0 05 0.0
Sterling ....... 25 0.1 23 0.1 18 0.0 14 0.0 10 0.0
Canadian dollar 21 0.1 1.8 0.1 12 0.0 0.6 0.0 0.2 0.0
Euro ........... 40.3 12 414 12 415 11 384 10 38.1 0.8
S1D] - SR 12 0.0 0.9 0.0 05 0.0 0.2 0.0 0.0 0.0
Other Currency 12 0.0 10 0.0 0.7 0.0 04 0.0 0.1 0.0
Tota .......... $3,409.8 100.0% $3,346.5 100.0% $3,917.2 100.0% $3,959.3 100.0% $4,785.7 100%

Source: Ministry of Finance

IMF, World Bank and | ADB Financial Support

As of December 2012, loans to the Government from multilaterals amounted to US$2.1 billion, of which
US$748 million (15.6%) came from the IADB, US$585 million (12.2%) came from the World Bank and the baance
from other multilaterals. In November 2012, the Government entered into aloan agreement with the World Bank for
US$200 million to support the Government’ s efforts to improve higher education.

In 2011, total disbursement from multilaterals amounted to US$100.7 million to the Government, of which
70.3% came from the IADB and was targeted to projects for road infrastructure. Additionally, the World Bank
disbursed US$23.9 million for projects in education and contingent credit for disaster relief.

In 2010, the Government received US$564.5 million from severa multilateras, including US$500 million
from the World Bank for budget support to amortize expensive commercial debt and US$35.8 million from the IADB
for road infrastructure projects and mapping.

In 2009, the Central Bank and the Ministry of Finance entered into a Precautionary Stand-by Arrangement
with IMF for US$735 million that would extend over a 15-month period. The purpose of the arrangement was to
provide the Central Bank with enough resources to face any liquidity problemsin the financial system or adeterioration
in the balance of payments, in connection with globd financial turbulence. The arrangement expired in 2010 with al
reviews completed and without any disbursements made.

In 2008, the Government received US$20.9 million from multilateral institutions.
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TERMSAND CONDITIONSOF THE NOTES

The Republic will issue the Notes under afiscal agency agreement, to be dated as of April 30, 2013, among
the Republic, The Bank of New York Mellon, as fiscal agent, principal paying agent, registrar and transfer agent,
and The Bank of New York Mellon (Luxembourg) S.A., as paying and transfer agent in Luxembourg.

This section of the Offering Circular is intended to be a summary of the material provisions of the fiscal
agency agreement and the Notes. This summary is qualified in its entirety, by reference to al of the provisions of the
fiscal agency agreement and the terms of the Notes. Copies of the fiscal agency agreement and the terms of the
Notes are on file and may be inspected at the corporate trust office of the fiscal agent in the City of New York and at
the offices of the paying agents specified on the back cover of this Offering Circular. The definitions of certain
capitalized terms used in this section are set forth under “—Defined Terms.”

The Notes issued under this Offering Circular contain provisions regarding acceleration and voting on
amendments, modifications and waivers that differ from the provisions governing the series of notes issued by the
Republic in the past. These provisions are commonly referred to as “collective action clauses.” Under these
provisions, the Republic may amend certain key terms of a Series of Notes, including the maturity date, amounts
payable and other payment terms, with the consent of fewer than all the holders of such Series of Notes. These
collective action clauses are described below.

Principal and Interest

The Notes will:

e belimited to the aggregate principal amount of US$500,000,000 with respect to the Notes due
2025 and US$500,000,000 with respect to the Notes due 2043 (except as otherwise provided
under “—Replacement, Exchange and Transfer” and “—Further Issues’ below);

e beissued in denominations of US$200,000 and integral multiples of US$1,000 in excess thereof;

e mature and berepaid at par (unless previously repaid) on April 30, 2025 with respect to the Notes
due 2025 and on April 30, 2043 with respect to the Notes due 2043; and

e  bear interest from April 30, 2013 at arate of 4.375% per annum with respect to the Notes due
2025 and at arate of 5.625% per annum with respect to the Notes due 2043, in each case payable
semi-annually in arrears on each April 30 and October 30, commencing on October 30, 2013 to
the holders of record on the April 15 and October 15 immediately preceding the interest payment
date.

Interest on the Notes will be calculated on the basis of a 360-day year consisting of 12 months of 30 days
each and, in the case of an incomplete month, the number of days elapsed.

Status of the Notes

The Notes will constitute general, direct, unconditional and unsecured Public External Indebtedness of the
Republic and will rank pari passu in right of payment, without any preference among themselves, with al unsecured
and unsubordinated obligations of the Republic, present and future, relating to Public External Indebtedness of the
Republic. The Republic has pledged its full faith and credit for the due and punctual payment of al amounts due in
respect of the Notes.

Replacement, Exchange and Transfer

The global notes may be presented for registration of transfer or exchange at the corporate trust office of
the registrar, or at the office of any transfer agent referred to above, including the Luxembourg transfer agent,
subject to the limitations set forth in the fiscal agency agreement. Upon due presentation for registration of transfer
or exchange of any global note, in whole but not in part, the fiscal agent shall authenticate, in exchange for such
globa note, globa notes of the appropriate form and denomination and of an equal principal amount, which will be
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made available to the respective holder at the office of any transfer agent referred to above, including the
Luxembourg transfer agent.

No service charge will be imposed upon the holder of a global note in connection with exchanges for global
notes of a different denomination or for registration of transfers thereof, but the Republic may charge the party
requesting any registration of transfer, exchange or registration of global notes a sum sufficient to reimburse it for
any stamp or other tax or other governmental charge required to be paid in connection with such transfer, exchange
or registration. The Republic, the registrar and any other agent of the Republic may treat the person in whose name
any global noteis registered as the owner of such globa note for al purposes.

If a Note becomes mutilated, defaced, destroyed, lost or stolen, the Republic may issue, and the fiscal agent
will authenticate and deliver, a substitute debt security in replacement therefore at the office of any transfer agent
referred to above, including the Luxembourg transfer agent. In each case, the affected holder will be required to
furnish to the Republic and the fiscal agent an indemnity under which holder agrees to pay the Republic, the fiscal
agent and the other specified parties for any losses they may suffer relating to the debt security that was mutilated,
defaced, destroyed, lost or stolen. The Republic and the fiscal agent may also require that the affected holder present
other documents and proof. The affected holder will be required to pay all expenses and reasonable charges for the
replacement of the mutilated, defaced, destroyed, lost or stolen debt security and a sum sufficient to cover any tax or
other governmenta charge that may be imposed in relation thereto.

Certain Covenants of the Republic

1. So long as any Note of a particular Series remains outstanding (as defined in the fisca agency
agreement), the Republic will not create or allow any Lien to be placed on the whole or any part of its present or
future revenues, properties or assets to secure the Public Externa Indebtedness of any Person unless, at the same
time or prior thereto, the Republic creates or allows a Lien on the same terms for its obligations under such Series of
Notes. Notwithstanding the foregoing, the Republic may create or allow the following (each a“Permitted Lien”):

e any Lien upon property to secure Public External Indebtedness incurred for the purpose of
financing the acquisition of property over which such Lien has been created and any renewal or
extension of any such Lien which islimited to the original property covered thereby and which
secures only the renewal or extension of the original secured financing;

e any Lienexisting in respect of an asset at the time of its acquisition and any renewal or extension
of any such Lien which islimited to the original asset covered thereby and which secures only the
renewal or extension of the original secured financing;

e any Lien in existence on the date of the fiscal agency agreement, including any renewal or
extension thereof which secures only the renewal or extension of the original secured financing;

e any Lien securing Public External Indebtedness incurred for the purpose of financing all or part of
the costs of the acquisition, construction or development of a project and any renewal or extension
of any such Lien; provided that (a) the holders of such Public External Indebtedness agreeto limit
their recourse to the assets and revenues of such project as the principa source of repayment of
such Public External Indebtedness and (b) the property over which such Lienis granted consists
solely of such assets and revenues or claims that arise from the operation, failure to meet
specifications, failure to complete, exploitation, sale or loss of, or damage to, such assets;

e any Lien securing Public Externa Indebtedness arising in the ordinary course of businessto
finance export, import or other trade transactions, with a maturity of not more than one year; and

e Liensin addition to those permitted above, and any renewal or extension thereof; provided that at
any time the aggregate amount of Public External | ndebtedness secured by such additiona Liens
shall not exceed the equivaent of US$40,000,000.

2. The Republic will (i) obtain and maintain in full force and effect al approvals, authorizations, permits,
consents, exemptions and licenses and will take all other actions (including any notice to, or filing or registration
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with, any agency, department, ministry, authority, statutory corporation or other body or juridica entity of the
Republic or regulatory or administrative body of the Republic) which are necessary for the continued validity and
enforceability of the Notes and (ii) take al necessary and appropriate governmenta and administrative action in
order for the Republic to be able to make all payments to be made by it under the Notes.

3. The Republic will maintain its membership in, and eigibility to use the genera resources of, the
International Monetary Fund (the “IMF”).

4. The Republic will use its reasonable best effortsto list the Notes, and thereafter to maintain the listing of
the Notes, on the Officia List of the Luxembourg Stock Exchange.

Events of Default
Each of the following events will constitute an event of default under a Series of Notes:
1. Non-Payment:

e TheRepublic failsto pay principa on any Notes of that Series when due and such failure
continues for a period of 30 calendar days;

e TheRepublic failsto pay interest on any Notes of that Series when due and such fail ure continues
for aperiod of 30 caendar days;

2. Breach of Other Obligations: The Republic fails to perform any other obligation under the Notes of that
Series and such failure continues for a period of 60 calendar days after written notice requiring the same to be
remedied shall have been given to the Republic (with a copy to the fiscal agent) by the holder of any Note of that
Series,

3. Cross Default: The Republic failsto make any payment in respect of any Public External Indebtednessin
an aggregate principal amount in excess of US$35,000,000 (or its equivalent in any other currency) when payable
(whether upon maturity, acceleration or otherwise, as such time may be extended by any applicable grace period or
waiver) and such failure continues for a period of 15 calendar days after written notice requiring the same to be
remedied shall have been given to the Republic (with a copy to the fiscal agent) by the holder of any Note of that
Series;

4. Moratorium: The Republic declares a moratorium with respect to the payment of principal of or interest
on Public External Indebtedness, which moratorium does not expressly exclude the Notes of that Series; or

5. Validity: Any of the following occurs:

¢ the Republic contests the validity of the Notes of that Seriesin aforma administrative, legidlative
or judicia proceeding;

e any legidlative, executive or judicia body or official of the Republic which is authorized in each
case by law to do so declares the Notes of that Seriesinvalid or unenforceable;

o the Republic shall deny any of its obligations under the Notes of that Series;

e any constitutional provision, treaty, convention, law, regulation, official communiqué, decree,
ordinance or policy of the Republic, or any final decision by any court in the Republic having
jurisdiction, purports to render any materia provision of the Notes of that Seriesinvalid or
unenforceable or purports to prevent or delay the performance or observance by the Republic of
any of its material obligations thereunder; or

e any constitutional provision, treaty, convention, law, regulation, ordinance, decree, consent,
approval, license or other authority necessary to enable the Republic to make or perform its
material obligations under the Notes of that Series, or the validity or enforceability thereof, shall
expire, be withheld, revoked, terminated or otherwise ceaseto remain in full force and effect, or
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shall be modified in amanner which adversdly affects any rights or claims of any of the holders of
the Notes of that Series.

If any of the events of default described above occurs and is continuing, the holders of at least 25% of the
aggregate principal amount of the Notes of that Series, so long as such event of default is continuing, may by written
demand to the Republic (with a copy to the fiscal agent) declare the principal of and any accrued interest on the
Notes of that Series held by such holders to be immediately due and payable. Upon any declaration of acceleration,
the principal, interest and al other amounts payable on the Notes of that Series will become immediately due and
payable, unless prior to receipt of such demand by the Republic all such defaults shall have been cured. The holders
of more than 50% of the aggregate principal amount of the outstanding Notes of that Series may rescind or annul a
declaration of acceleration on behalf of al holders of Notes of that Seriesif:

o following the declaration that the Notes of that Series are immediately due and payable, the
Republic deposits with the fiscal agent a sum sufficient to pay al overdue principal, interest and
other amounts in respect of the Notes of that Series, as well as the reasonable fees and
compensation of the fiscal agent; and

e dl other events of default have been remedied.
Definitions

As used herein under “—Certain Covenants of the Republic,” “—Status of the Notes” and “—Events of
Default”:

“Externa” with reference to any Indebtedness means any Indebtedness issued and placed outside of the
territory of the Republic;

“Indebtedness’ means a person’s actual or contingent payment obligations for borrowed money together
with such person’s actual or contingent liabilities under guarantee or similar arrangements to secure the payment of
any other party’ s obligations for borrowed money;

“Lien” means any lien, pledge, mortgage, security interest, deed of trust, charge or other encumbrance
whether in effect on the date of the fiscal agency agreement or a any time thereafter, including, without limitation,
any equivaent claim or interest created or arising under the laws of Costa Rica;

“person” and “party” include the Republic;
“Public External Indebtedness’ means Public Indebtedness that is External; and

“Public Indebtedness’ means, with respect to any person, any Indebtedness of, or guaranteed by, such
person which (i) is publicly offered or privately placed in securities markets, (ii) is in the form of, or represented by,
bonds, notes or other securities or any guarantees thereof, (iii) is, or was expressy intended at the time of issue to
be, quoted, listed or traded on any stock exchange, automated trading system or over-the-counter or other securities
market (including, without prejudice to the generality of the foregoing, securities that are issued against cash
consideration and that are eligible for sale pursuant to Rule 144A or Regulation S (or any successor law or
regulation of similar effect)), or (iv) is represented by loan agreements with internationa financid institutions.

M odifications, Amendments and Waivers

A meeting of holders of Notes of a Series may be called at any time and from time to time to make, give or
take any request, demand, authorization, direction, notice, consent, waiver or other action provided by the fiscal
agency agreement or Notes of such Series to be made, given or taken by holders of such Notes or to modify, amend
or supplement the terms of such Notes or the fiscal agency agreement as hereinafter provided.

The Republic may at any time call a meeting of holders of Notes of a Series for any such purpose to be held

at such time and at such place as the Republic shall determine. Notice of every such meeting, setting forth the time
and the place of such meeting and in reasonable detail the action proposed to be taken at such meeting, shall be
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given as provided in the terms of such Series of Notes, not less than 30 nor more than 60 calendar days prior to the
date fixed for the meeting.

If the Republic or the holders of at least 10% in aggregate principal amount of the outstanding Notes of a
Series request that the fiscal agent call a meeting of the holders of the Notes of such Series for any such purpose, by
written request setting forth the time and place of, and in reasonable detail the action proposed to be taken at, the
meeting, the fiscal agent shall call such meeting for such purposes by giving notice thereof as provided in the terms
of the Notes of such Series.

To be entitled to vote a any meeting of holders of Notes of a Series, a person must be a holder of
outstanding Notes of such Series or a person duly appointed by an instrument in writing as proxy for such holder.
The persons who hold a mgjority in principal amount of the outstanding Notes of such Series shall constitute a
quorum, provided, however, that for purposes of a meeting of holders that proposes to discuss reserved matters,
which are specified below, holders or proxies representing 75% of the aggregate principal amount of the outstanding
Notes of such Series will constitute a quorum.

In the absence of a quorum, the meeting shall, if convened at the request of the holders, be dissolved. In
any other case, the meeting may be adjourned for a period of not less than 10 caendar days as determined by the
chairman of the meeting prior to the adjournment of such meeting. In the absence of a quorum at any such adjourned
meeting, such adjourned meeting may be further adjourned for a period of not less than 10 calendar days as
determined by the chairman of the meeting prior to the adjournment of such adjourned meeting. Notice of the
reconvening of any adjourned meeting shall be given in the same manner as provided in the preceding paragraph.
Notice of the reconvening of an adjourned meeting shall state expresdy that, a the reconvening of any meeting
adjourned for alack of a quorum, the persons entitled to vote 25% in principa amount of the outstanding Notes of
such Series shall constitute a quorum for the taking of any action set forth in the notice of the original meeting.

Any meeting of holders of Notes of a Series at which a quorum is present may be adjourned from time to
time by a vote of amgjority in principal amount of the outstanding Notes of such Series represented at the meeting,
and the meeting may be held as so adjourned without further notice.

With (i) the affirmative vote, in person or by proxy thereunto duly authorized in writing, of the holders of
not less than 66 2/3% in aggregate principal amount of Notes of such Series then outstanding represented at a
meeting duly called and held as specified above, or (ii) the written consent of the holders of 66 2/3% in aggregate
principal amount of the outstanding Notes of such Series, the Republic and the fiscal agent may modify, amend or
supplement the terms of the Notes of such Series or, insofar as affects the Notes of such Series, the fiscal agency
agreement, in any way, and such holders may make, take or give any request, demand, authorization, direction,
notice, consent, waiver or other action provided by the fiscal agency agreement or the Notes of such Series to be
made, given or taken by holders of the Notes of such Series.

However, the holders of not less than 75% of the aggregate principal amount of the outstanding Notes of a
Series, voting at a meeting or by written consent, must consent to any amendment, modification, change or waiver
with respect to the Notes of such Series that would:

e change the due date for the payment of the principal of, or any installment of interest on, any Note
of such Series;

e reduce the principal amount of any Note of such Series, or the portion of such principal amount
which is payable upon acceleration of the maturity of such Note, or the interest rate thereon;

e changethe coin or currency in which any payment in respect of any Note of such Seriesis payable
or the place a which payment in respect of the Note of such Seriesis payable;

e permit the Republic to redeem the Notes of such Series, or if redemptionis aready permitted, set a
redemption date earlier than the date previously specified or reduce the redemption price;

¢ reduce the percentage or proportion of the principal amount of the Notes of such Series the vote or
consent of the holders of which is necessary to modify, amend or supplement the fiscal agency
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agreement or the terms and conditions of the Notes of such Series or to make, take or give any
request, demand, authorization, direction, notice, consent, waiver or other action provided thereby
to be made, taken or given, or change the definition of “outstanding” with respect to the Notes of
such Series;

e changethe obligation of the Republic to pay additional amounts;
e changethe governing law provisions of the Notes of such Series;

e changethe courtsto the jurisdiction of which the Republic has submitted, the Republic’'s
obligation to appoint and maintain an agent for service of process with an officein New Y ork or
the Republic's waiver of immunity, in respect of actions or proceedings brought by any holder
based upon the Notes of such Series, as described in this Offering Circular;

e in connection with an exchange offer for the Notes of such Series, amend any event of default
under the Notes of such Series; or

e changethe status of the Notes of such Series, as described under “—Status of the Notes’ above.
Any such modification, amendment or supplement shall be binding on the holders of Notes of such Series.

The above subjects are referred to as “reserved matters.” A change to a reserved matter, including the
payment terms of the Notes of a Series, may be made without the consent of each noteholder, as long as a
supermajority of the holders of the outstanding Notes of such Series (that is, the holders of at least 75% of the
aggregate principal amount of the outstanding Notes of such Series) agrees to the change.

For purposes of determining whether the required percentage of holders of the Notes of a Series has
approved any amendment, modification or change to, or waiver of, the Notes of such Series or the fiscal agency
agreement, or whether the required percentage of holders has delivered a notice of acceleration of the Notes of such
Series, Notes of such Series owned, directly or indirectly, by the Republic or any public sector instrumentality of the
Republic will be disregarded and deemed not to be outstanding, except that in determining whether the fiscal agent
shall be protected in relying upon any amendment, modification, change or waiver, or any notice from holders, only
Notes of such Series that a responsible officer of the fiscal agent knows to be so owned shall be so disregarded. As
used in this paragraph, “public sector instrumentality” means the Central Bank, any department, ministry or agency
of the government of the Costa Rica or any corporation, trust, financia ingtitution or other entity owned or
controlled by the government of Costa Rica or any of the foregoing, and “control” means the power, directly or
indirectly, through the ownership of the voting securities or other ownership interests or otherwise, to direct the
management of or elect or appoint a mgority of the board of directors or other persons performing similar functions
in lieu of, or in addition to, the board of directors of a corporation, trust, financial institution or other entity.

The Republic and the fiscal agent may, without the vote or consent of any holder of Notes of a Series,
modify, amend or supplement the fiscal agency agreement or the Notes of such Series for the purpose of:

e adding to the covenants of the Republic for the benefit of the holders of Notes of such Series;
e surrendering any rights or power conferred upon the Republic;

e securing the Notes of such Series pursuant to the requirements of the Notes of such Series or
otherwise;

e correcting any defective provision contained in the fiscal agency agreement or in the Notes of such
Series; or

e amending the fiscal agency agreement or the Notes of such Seriesin any manner which shall not
adversely affect theinterest of any holder of Notes of such Seriesin any material respect.

Payments and Agents
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The principa of the Notes and interest due thereon at maturity will be payable in immediately available
funds against surrender of such Notes at the office of the paying agent in the City of New York or, subject to
applicable laws and regulations, at the office of any other paying agent. Such payment shall be made by United
States dollar check drawn on, or by transfer to a United States dollar account maintained by the holder with, a bank
located in the City of New Y ork.

Payments of interest on the globa notes to be made other than at maturity will be made to DTC or its
nominee as the registered owner thereof in immediately available funds.

The Republic expects that upon receipt of any payment of principal of or interest on any Notes, DTC will
credit the appropriate DTC participants accounts with payments in amounts proportionate (except with respect to
additional amounts) to their respective beneficial interests in the principa amount of the Notes as shown on the
records of DTC. The Republic also expects that payments by participants to owners of beneficial interests in the
globa notes held through those participants will be governed by standing instructions and customary practices, asis
now the case with securities held for the accounts of customers registered in the names of nominees for those
customers.

Payments by such participants to owners of beneficial interests in such globa notes held through such
participants will be the responsibility of such participants, as is now the case with securities held for the accounts of
customers registered in “street name.” Distributions with respect to Notes held through Euroclear or Clearstream
will be credited to the cash accounts of Euroclear participants or Clearstream participants in accordance with the
relevant system’s rules and procedures.

Neither the Republic nor the fiscal agent will have any responsibility or liability for any aspect of the
records of DTC relating to payments made by DTC on account of beneficial interests in the globa notes or for
mai ntaining, supervising or reviewing any records of DTC relating to such beneficia interests.

If any date for payment in respect of any Note is not a business day, the holder thereof shall not be entitled
to payment until the next following business day. No further interest shall be paid in respect of any such delay in
payment.

If the Republic issues Notes in certificated form, payments of interest thereon to be made other than at
maturity will be made to the person in whose name such Note is registered at the close of business on the regular
record date (as defined in the terms and conditions of the Notes) immediately preceding the related interest payment
date (as defined on the face of the Notes). Such payment shall be made by a United States dollar check drawn on a
bank in the City of New York mailed to the holder a such holder’s registered address or upon application of any
holder of at least US$1,000,000 principal amount of Notes of a Series to the paying agent in the City of New York
not later than the relevant regular record date, by transfer of immediately available funds to a United States dollar
account maintained by such holder with abank in the City of New Y ork.

All moneys paid by or on behaf of the Republic to the paying agent or any other paying agent for the
payments of the principal of or interest on any Note which remain unclaimed at the end of two years after such
principa or interest shall have become due and payable will be repaid to the Republic (including all interest accrued,
if any, with respect to any such amounts), and the holder of such Note will thereafter look only to the Republic for
payment. Upon such repayment all liability of the paying agent and any other paying agent with respect thereto shall
cease, without, however, limiting in any way the obligation of the Republic in respect of the amount so repaid,
subject to the provisions set forth in “—Claims Proscribed” below.

So long as any Note of a Series remains outstanding, the Republic will maintain a paying agent in awestern
European city for payments on Notes of such Series (which will be Luxembourg, so long as the Notes of such Series
are listed on the Officid List of the Luxembourg Stock Exchange and the rules of such exchange so require), a
registrar having a specified office in the City of New York, a paying agent having a specified office in the City of
New Y ork and atransfer agent in Luxembourg (so long as the Notes of such Series are listed on the Official List of
the Luxembourg Stock Exchange and the rules of such exchange so require).

The Republic has initially appointed The Bank of New York Mellon, as fiscal agent, registrar, principal
paying agent and transfer agent for the Notes, and The Bank of New York Mellon (Luxembourg) S.A., as paying
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agent, transfer agent and listing agent in Luxembourg. Subject to the foregoing, the Republic may terminate any
such appointment and may appoint any other agents in such other places as it deems appropriate upon notice in
accordance with “—Notices” below and in accordance with the terms and conditions set forth in the fiscal agency
agreement.

Payments in respect of the Notes shal be made in such currency of the United States as at the time of
payment shall be legal tender for the payment of public and private debts.

In acting under the fiscal agency agreement and in connection with the Notes, each of the agents and each
other paying agent and transfer agent is acting solely as agent of the Republic. The agents do not assume any
obligation toward or relationship of agency or trust for or with the owner or holder of any Note, except that they will
hold in trust any funds for payment of principal of or interest on the Notes and will apply such funds as set forth in
the Notes and fiscal agency agreement.

Redemption, Purchase and Cancellation

The Notes will not be redeemabl e prior to maturity at the option of the Republic or (except on acceleration
following an event of default) the holders thereof. The Republic may at any time purchase Notes at any price in the
open market or otherwise. The Notes so purchased by the Republic may, at the Republic’s discretion, be held, resold
or surrendered to the fiscal agent for cancellation.

Additional Amounts

The Republic shall make al payments on the Notes without withholding or deduction for or on account of
any present or future taxes, duties, assessments, or other governmental charges of whatever nature imposed or levied
by the Republic, any political subdivision or authority thereof or therein having power to tax or any other
jurisdiction from or through which payments by or at the direction of the Republic are made (each, a “Taxing
Jurisdiction™), unless it is compelled by the laws of such Taxing Jurisdiction to deduct or withhold such taxes,
duties, assessments, or governmental charges. |f such withholding is required, the Republic will pay such additional
amounts as may be necessary to ensure that the net amounts receivable by the holders of the Notes after such
withholding or deduction shall equa the payment which would have been receivable in respect of the Notes in the
absence of such withholding or deduction. The Republic will not, however, pay any additional amountsif a holder is
subject to withholding or deduction due to one of the following reasons:

o theholder (or afiduciary, settlor, beneficiary, member or shareholder of the holder, if the holder is
an estate, atrust, apartnership or a corporation) has some present or former connection with the
Republic other than merely holding the Notes or receiving principal or interest on any Notes,
including, without limitation, the holder (or such fiduciary, settlor, beneficiary, member or
shareholder) being or having been acitizen or resident thereof or being or having been engaged in
atrade or business or present therein or having, or having had, a permanent establishment therein;

o theholder has failed to comply with any reasonable certification, identification or other reporting
reguirement concerning the nationality, residence, identity or connection with the Republic, or any
political subdivision or taxing authority thereof or therein, of the holder of a Note or any interest
therein or rightsin respect thereof, if complianceis required by the Republic, or any political
subdivision or taxing authority thereof or therein, pursuant to applicable law or to any
international treaty in effect, as a precondition to exemption from such deduction or withholding;
or

o theholder has failed to present its Note for payment within 30 days after the Republic first makes
available a payment of principal or interest on such Note.

Whenever there is mentioned, in any context, the payment of the principa of or interest on, or any amounts
in respect of, a Note, such mention shall be deemed to include mention of the payment of additional amounts to the
extent that, in such context, additiona amounts are, were or would be payable in respect thereof, and express
mention of the payment of additional amounts (if applicable) shall not be construed as excluding additional amounts
where such express mention is not made.
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Currency

If for the purpose of obtaining judgment in any court it is necessary to convert a sum due hereunder to the
holder of a Note in one currency into another currency, the Republic and each holder will be deemed to have agreed
that the rate of exchange used shall be that at which, in accordance with norma banking procedures, such holder
could purchase the first currency with such other currency in the city which is the principal financia center of the
country of issue of the first currency on the date two business days preceding the day on which final judgment is
given.

The obligation of the Republic in respect of any sum payable by it to the holder of a Note shal,
notwithstanding any judgment in a currency other than that in which such sum is denominated in accordance with
the applicable provisions of the Notes, be discharged only to the extent that on the business day following receipt by
such holder of the Note of any sum adjudged to be so due in the judgment currency, such holder of the Note may, in
accordance with normal banking procedures, purchase the note currency with the judgment currency. If the amount
of the note currency so purchased is less than the sum originally due to the holder of the Note in the note currency
(determined in the manner set forth in the preceding paragraph), the Republic will agree, as a separate obligation and
notwithstanding any such judgment, to indemnify the holder of the Note against such loss, and if the amount of the
note currency so purchased exceeds the sum originally due to the holder of the Note such holder will agree to remit
to the Republic such excess; provided that such holder shal have no obligation to remit any such excess as long as
the Republic shall have failed to pay such holder any obligations due and payable under the Note. In the case of such
a failure, the excess may be applied to such obligations of the Republic thereunder in accordance with the terms
thereof.

Claims Proscribed

All claims against the Republic for payment of principa of or interest (including additional amounts) on or
in respect of the Notes shall be proscribed unless made within five years from the date on which the relevant
payment first became due.

Notices

Notices will be mailed to holders of Notes at their registered addresses and shall be deemed to have been
given on the date of such mailing. DTC, Euroclear and Clearstream will communicate such notices to their
participants in accordance with their standard practices. In addition, all notices to holders of the Notes of a Series
will be published, if and so long as the Notes of such Series are listed on the Official List of the Luxembourg Stock
Exchange and the rules of such exchange so require, in a daily newspaper of genera circulation in Luxembourg or
on the website of the Luxembourg Stock Exchange at http://www.bourse.lu. If the Republic el ects to publish notices
in Luxembourg, the Republic expects that such publication will be made in the Luxemburger Wort. If publication in
accordance with the second preceding sentence is not practicable, notice will be validly given if made in accordance
with the requirements of the rules of the Luxembourg Stock Exchange.

Further Issues

The Republic may from time to time without the consent of the holders of the Notes create and issue further
notes having the same terms and conditions as the Notesin al respects (or in all respects except for the first payment
of interest thereon) so as to be consolidated with, and form a single series with, the applicable outstanding Notes of a
Series; provided that such additional notes do not have, for purposes of U.S. federa income taxation, a greater
amount of original issue discount than the outstanding Notes of such Series have as of the date of the issue of such
additional notes.

Governing Law and Jurisdiction

The Notes and the fiscal agency agreement shall be governed by, and interpreted in accordance with, the
laws of the State of New York; provided, however, that the due authorization and execution of the fiscal agency
agreement and the Notes by the Republic shall be governed by the laws of the Republic.

To the fullest extent permitted by applicable law:
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e TheRepublic will irrevocably submit to the non-exclusive jurisdiction of any New Y ork State or
federal court sitting in the City of New Y ork, and any appellate court from any thereof, in any
Related Proceeding (as defined in “Enforcement of Civil Liabilities’);

o TheRepublic will irrevocably agree that al claimsin respect of any Related Proceeding may be
heard and determined in such New Y ork State or federal court;

e TheRepublic will irrevocably waive, to the fullest extent it may effectively do so, the defense of
an inconvenient forum to the maintenance of any Related Proceeding and any objection to any
Related Proceeding whether on the grounds of venue, residence or domicile;

e TheRepublic will agreethat afinal judgment in any Related Proceeding shall be conclusive and
may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by
law;

e TheRepublic agreesto cause an appearance to be filed on its behalf and to defend itself in
connection with any Related Proceeding action instituted against it.

However, a default judgment obtained in the United States against the Republic, resulting from the
Republic’s failure to appear and defend itself in any suit filed against the Republic, or from the Republic’s deemed
absence at the proceedings, may not be enforceable in the Republic.

The Republic will appoint the person for the time being acting as, or discharging the function of, Consul
General of the Republic in the City of New York (currently with an office at 225 West 34 Street, New York, New
York 10122), and agrees that for so long as any Note remains outstanding the person from time to time so acting, or
discharging such functions, shall be deemed to have been appointed as Costa Rica's agent to receive on behaf of the
Republic and its property service of copies of the summons and complaint and any other process which may be
served in any Related Proceeding in such New York State or federal court sitting in the City of New York. Such
service may be made by U.S. registered mail or by delivering by hand a copy of such process to the Republic in care
of the process agent at the address specified above for the process agent and such service will be effective ten days
after the mailing or delivery by hand of such process to the office of the process agent. The Republic will authorize
and direct the process agent to accept on its behalf such service. Failure of the process agent to give notice to the
Republic, or failure of the Republic to receive naotice, of such service of process shal not affect in any way the
validity of such service on the process agent or the Republic.

The Republic will also irrevocably consent to the service of any and all process in any Related Proceeding
in aNew York State or federal court sitting in the City of New Y ork by sending by U.S. registered mail, copies of
such process addressed to the Republic at the Ministry of Finance, and such service will be effective ten days after
mailing thereof. The Republic will covenant and agree that it shall take any and all reasonable action that may be
necessary to continue the designation of the process agent in full force and effect, and to cause the process agent to
continue to act as such. In addition, none of its agreements described in this or the preceding paragraph shall affect
the right of any party to serve legal processin any other manner permitted by law or affect the right of any party to
bring any suit, action or proceeding against any other party or its property in the courts of other jurisdictions.

To the extent that the Republic has or hereafter may acquire any immunity (sovereign or otherwise) from
jurisdiction of any New York State or federal court sitting in the City of New York with respect to a Related
Proceeding (whether through service or notice, attachment prior to judgment, attachment in aid of execution,
execution or otherwise), the Republic has, to the fullest extent permitted under applicable law, including the Foreign
Sovereign Immunities Act, irrevocably waived such immunity in respect of any such Related Proceeding; provided,
however, that under the Foreign Sovereign Immunities Act, it may not be possible to enforce in the Republic a
judgment based on such a United States judgment, and that under the laws of the Republic, the property and
revenues of the Republic are exempt from attachment or other form of execution, whether before or after judgment.
The Republic’s consent to service and waiver of sovereign immunity does not extend to actions brought under the
United States federal securities laws or any state securities laws.
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PLAN OF DISTRIBUTION

Barclays Capita Inc. and Deutsche Bank Securities Inc. are acting as joint book-running managers of the
offering and as Initial Purchasers. Subject to the terms and conditions stated in the purchase agreement dated the
date of this Offering Circular, each Initiadl Purchaser named below has severaly agreed to purchase, and the
Republic has agreed to sdll to that Initial Purchaser, the principal amount of the Notes set forth below opposite such
Initial Purchaser’ s name.

Principal Amount Principal Amount
Initial Purchasers of the Notes due 2025 of the Notes due 2043
Barclays Capital INC.......cccervviereeerieesieeseseiese e e e s se s US$250,000,000 US$250,000,000
Deutsche Bank SECUNtIES INC. ......ocvveiveeiieciece e 250,000,000 250,000,000
TOEl .. et re s US$500,000,000 US$500,000,000

The purchase agreement provides that the obligations of the Initial Purchasers to purchase the Notes are
subject to approval of legal matters by counsel and to other conditions. The Initia Purchasers must purchase all the
Notesif they purchase any of the Notes.

The Initial Purchasers proposeto resell the Notes at the applicable offering price set forth on the cover page
of this Offering Circular within the United States to qualified ingtitutiona buyers (as defined in Rule 144A) in
reliance on Rule 144A and outside the United States in reliance on Regulation S. See “ Transfer Restrictions.” The
price at which the Notes are offered may be changed at any time without notice.

The Notes have not been and will not be registered under the Securities Act or any state securities laws and
may not be offered or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in
Regulation S) except in transactions exempt from, or not subject to, the registration requirements of the Securities
Act. See*“Transfer Restrictions.”

In addition, until 40 days after the commencement of this offering, an offer or sale of Notes within the
United States by a dealer that is not participating in this offering may violate the registration requirements of the
Securities Act if that offer or saleis made otherwise than in accordance with Rule 144A.

The Republic has agreed that, for a period of five business days from the date of the issuance of the Notes,
neither the Republic nor any person acting on its behaf (other than the Initia Purchasers, as to whom no
undertaking is made) will, and the Republic will use its reasonable best efforts to cause its affiliates not to, without
the prior written consent of Barclays Capital Inc. and Deutsche Bank Securities Inc., which consent will not be
unreasonably withheld, issue, offer, sell, contract to sell, pledge or otherwise dispose of (or publicly announce any
such issuance, offer, sae, pledge or disposal), directly or indirectly, any securities issued or guaranteed by the
Republic that are substantially similar to the Notes.

The Notes will constitute a new class of securities with no established trading market. The Republic cannot
assure you that the prices at which the Notes will sell in the market after this offering will not be lower than the
initial offering price or that an active trading market for the Notes will develop and continue after this offering. The
Initia Purchasers have advised the Republic that they currently intend to make a market in the Notes. However, they
are not obligated to do so and they may discontinue any market-making activities with respect to the Notes at any
time without notice. Accordingly, the Republic cannot assure you as to the liquidity of, or the trading market for, the
Notes.

The Republic estimates that its portion of the total expenses of this offering will be US$650,000.

In connection with the offering, the Initial Purchasers may purchase and sell Notes in the open market.
Purchases and sdles in the open market may include short sales, purchases to cover short positions and stabilizing
purchases:

e Short saes involve secondary market sales by the Initial Purchasers of a greater number of Notes

than they are required to purchasein the offering.
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e Covering transactions involve purchases of Notes in the open market after the distribution has
been completed in order to cover short positions.

e Stabilizing transactions involve bids to purchase Notes so long as the stabilizing bids do not
exceed a specified maximum.

Purchases to cover short positions and stabilizing purchases, as well as other purchases by the Initia
Purchasers for their own accounts, may have the effect of preventing or retarding a decline in the market price of the
Notes. They may also cause the price of the Notes to be higher than the price that would otherwise exist in the open
market in the absence of these transactions. The Initia Purchasers may conduct these transactions in the over-the-
counter market or otherwise. If the Initia Purchasers commence any of these transactions, they may discontinue
them at any time.

The Initial Purchasers are full service financial institutions engaged in various activities, which may include
securities trading, commercial and investment banking, financial advisory, investment management, principal
investment, hedging, financing and brokerage activities. Certain of the Initial Purchasers and their respective
affiliates have in the past performed investment banking and advisory services for the Republic from time to time
for which they have received customary fees and reimbursement of expenses and may, from timeto time, engage in
transactions with and perform services for the Republic in the ordinary course of their business for which they may
receive customary fees and reimbursement of expenses. In the ordinary course of their various business activities,
the Initial Purchasers and their respective affiliates may make or hold abroad array of investments and actively trade
debt and equity securities (or related derivative securities) and financial instruments (which may include bank loans
and/or credit default swaps) for their own account and for the accounts of their customers and may at any time hold
long and short positions in such securities and instruments. Such investment and securities activities may involve
the Republic’s securities and instruments.

The Republic has agreed to indemnify the Initial Purchasers against certain liabilities, including liabilities
under the Securities Act, or to contribute to payments that the Initial Purchasers may be required to make because of
any of those liabilities.

Noticeto Prospective Investorsin the European Economic Area

In relation to each Member State of the European Economic Areawhich has implemented the Prospectus
Directive (each, a“Relevant Member State”), each Initial Purchaser has represented and agreed that with effect from
and including the date on which the Prospectus Directive isimplemented in that Relevant Member State (the
“Relevant Implementation Date”), it has not made and will not make an offer of Notes to the public which are the
subject of the offering contemplated by this Offering Circular in that Relevant Member State except that it may, with
effect from and including the Relevant Implementation Date, make an offer of such Notesto the public in that
Relevant Member State:

(@ to any legal entity which isaqualified investor as defined in the Prospectus Directive,

(b) to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the
2010 PD Amending Directive, 150, natural or legal persons (other than “qualified investors’ as
defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the relevant Dealer or Dealers nominated by the Republic for any
such offer; or

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive;

provided that no such offer of Notes shall require the Republic or their representatives, or any Initia
Purchaser to publish a prospectus pursuant to Article 3 of the Prospectus Directive.

For the purpose of the above provisions, the expression “an offer of Notes to the public” in relation to any
Notes in any Relevant Member State means the communication in any form and by any means of sufficient
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information on the terms of the offer and the Notes to be offered so as to enable an investor to decide to purchase or
subscribe the Notes, as the same may be varied in the Relevant Member State by any measure implementing the
Prospectus Directive in the Relevant Member State and the expression “Prospectus Directive’ means Directive
2003/71/EC and amendments thereto (including the 2010 PD Amending Directive, to the extent implemented in the
Relevant Member State) and includes any relevant implementing measure in the Relevant Member State and the
expression “2010 PD Amending Directive’ means Directive 2010/73/EU.

Notice to Prospective Investorsin the United Kingdom

In addition, in the United Kingdom, this document is being distributed only to, and is directed only at:
(i) persons who have professiona experience in matters relating to investments falling within Article 19 (5) of the
Financia Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”) and/or
(ii) who are companies falling within Article 49(2)(a) to (d) of the Order and/or (c) any other persons to whom it
may otherwise be lawfully communicated (all such persons together being referred to as “relevant persons’). This
document must not be acted on or relied on in the United Kingdom by persons who are not relevant persons. In the
United Kingdom, any investment or investment activity to which this document relates is only available to, and will
be engaged in with, relevant persons.

Each Initiad Purchaser has represented and agreed that: (i) it has only communicated or caused to be
communicated and will only communicate or cause to be communicated an invitation or inducement to engage in
investment activity (within the meaning of Section 21 of the Financial Services and Markets Act 2000 (as amended
by the Financial Services Act 2012 (the “FSA 2012"), the “FSMA")) received by it in connection with the issue or
sale of any Notes in circumstances in which Section 21(1) of the FSMA does not apply to the Republic, and (ii) it
has complied and will comply with al applicable provisions of the FSMA and the FSA 2012 in respect of anything
done by it in relation to any Notes in, from or otherwise involving the United Kingdom.

Noticeto Prospective I nvestorsin Hong Kong

The Notes may not be offered or sold in Hong Kong by means of any document other than (i) in
circumstances which do not constitute an offer to the public within the meaning of the Companies Ordinance (Cap.
32, Laws of Hong Kong), or (ii) to “professiona investors’ within the meaning of the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do
not result in the document being a “prospectus’ within the meaning of the Companies Ordinance (Cap. 32, Laws of
Hong Kong) and no advertisement, invitation or document relating to the Notes may be issued or may be in the
possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is
directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if
permitted to do so under the laws of Hong Kong) other than with respect to Notes which are or are intended to be
disposed of only to persons outside Hong Kong or only to “professional investors’ within the meaning of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

Notice to Prospective I nvestorsin Japan

The Notes offered in this Offering Circular have not been registered under the Securities and Exchange
Law of Japan. The Notes have not been offered or sold and will not be offered or sold, directly or indirectly, in
Japan or to or for the account of any resident of Japan, except (i) pursuant to an exemption from the registration
requirements of the Securities and Exchange Law and (ii) in compliance with any other applicable requirements of
Japanese law.

Notice to Prospective I nvestorsin Singapore

This Offering Circular has not been registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, this Offering Circular and any other document or materia in connection with the offer or sae, or
invitation for subscription or purchase, of the Notes may not be circulated or distributed, nor may the Notes be
offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to
persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the “SFA”"), (ii) to arelevant person pursuant to Section 275(1), or any person pursuant to
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Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise
pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA, in each case
subject to compliance with conditions set forth in the SFA.

Where the Notes are subscribed or purchased under Section 275 of the SFA by arelevant person whichiis:

e acorporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which isto hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or

e atrust (wherethe trustee is not an accredited investor) whose sole purpose is to hold investments
and each beneficiary of thetrust is anindividua who is an accredited investor,

shares, debentures and units of shares and debentures of that corporation or the beneficiaries' rights and interest
(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust has
acquired the Notes pursuant to an offer made under Section 275 of the SFA except:

o toaningtitutiona investor (for corporations, under Section 274 of the SFA) or to arelevant person
defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is made on terms
that such shares, debentures and units of shares and debentures of that corporation or such rights
and interest in that trust are acquired at a consideration of not less than S$200,000 (or its
equivalent in a foreign currency) for each transaction, whether such amount is to be paid for in
cash or by exchange of securities or other assets, and further for corporations, in accordance with
the conditions specified in Section 275 of the SFA;

e whereno consideration is or will be given for the transfer; or
o wherethetransfer is by operation of law.

Noticeto Prospective I nvestorsin Chile

The offer of the Notes will begin on April 23, 2013 and is subject to General Rule No. 336 of the Chilean
Securities Commission (Superintendencia de Valores y Seguros de Chile, or the “SVS’). The Notes being offered
are not registered in the Securities Registry (Registro de Valores) or in the Foreign Securities Registry (Registro de
Valores Extranjeros) of the SVS and, therefore, the notes are not subject to the supervision of the SVS. As
unregistered securities, we are not required to disclose public information about the notes in Chile. The notes may
not be publicly offered in Chile unlessthey are registered in the corresponding securities registry.

La oferta de los valores comienza e 23 de abril del 2013 y esta acogida ala NCG 336 de fecha 27 de junio
de 2012 de la Superintendencia de Valores y Seguros de Chile (la “SVS'). La oferta versa sobre valores no
inscritos en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la SVS, por lo que los valores
no estan sujetos a la fiscalizacién de dicho organismo. Por tratarse de valores no inscritos, no existe obligacién por
parte del emisor de entregar en Chile informacion publica respecto de los valores. Estos valores no pueden ser
objeto de oferta publica a menos que sean inscritos en e registro de valores correspondiente.
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Noticeto Prospective I nvestorsin Colombia

The Notes have not been and will not be registered on the Colombian National Registry of Securities and
Issuers (Registro Nacional de Valores y Emisores) or in the Colombian Stock Exchange. Therefore, the Notes may
not be publicly offered in Colombia. This materia is for your sole and exclusive use as a determined entity,
including any of your shareholders, administrators or employees, as applicable. You acknowledge the Colombian
laws and regulations (specifically foreign exchange and tax regulations) applicable to any transaction or investment
consummated pursuant hereto and represent that you are the sole liable party for full compliance with any such laws
and regulations.

Noticeto Prospective Il nvestorsin the Republic of Guatemala

In the Republic of Guatemala, the Notes will comply with the rules of the Securities and Commodities
Market Law (Decree 34-96) and its regulation (Governmental Accord 557-97). The Notes will not be registered for
public offering with the Securities Market Registry (Registro del Mercado de Valoresy Mercancias) of the Republic
of Guatemala, and, accordingly, the Notes will not be offered or sold: (i) to any person in an open market, directly or
indirectly by means of massive communication; (ii) through athird party or intermediary to any individual person or
entity that is considered an ingtitutiona investor, including entities that are under the supervision of the Banking
Regul ator, the Socia Security Institute of Guatemala (Instituto de Seguridad Social- GSS) and its affiliates; (iii) to
any entity or vehicle used for purposes of collective investment; or (iv) to more than 35 individual persons or
entities.

Noticeto Prospective I nvestorsin Panama

THE NOTES HAVE NOT BEEN REGISTERED WITH THE SUPERINTENDENCY OF CAPITAL
MARKETS OF PANAMA NOR HAVE THE NOTES BEEN LISTED ON THE PANAMANIAN STOCK
EXCHANGE. ACCORDINGLY, (I) THE NOTES CANNOT BE PUBLICLY OFFERED OR SOLD IN
PANAMA, EXCEPT IN TRANSACTIONS EXEMPTED FROM REGISTRATION UNDER THE
PANAMANIAN SECURITIES LAWS, (II) THE SUPERINTENDENCY OF CAPITAL MARKETS OF
PANAMA HAS NOT REVIEWED THE INFORMATION CONTAINED IN THIS OFFERING CIRCULAR, (I11)
THE NOTES AND THIS OFFERING ARE NOT SUBJECT TO THE SUPERVISION OF THE
SUPERINTENDENCY OF CAPITAL MARKETS OF PANAMA, AND (1V) THE NOTES DO NOT BENEFIT
FROM THE TAX INCENTIVES PROVIDED BY THE PANAMANIAN SECURITIES LAWS AND
REGULATIONS.

Noticeto Prospective I nvestorsin M exico

The Notes have not been and will not be registered with the Nationa Securities Registry (Registro
Nacional de Valores) maintained by the Mexican National Banking and Securities Commission (Comisién Nacional
Bancaria y de Valores), and may not be offered or sold publicly or otherwise be the subject of brokerage activitiesin
Mexico, except pursuant to the private placement exemption set forth in Article 8 of the Mexican Securities Market
Law (Ley Del Mercado de Valores).
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BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes of a Series will initially be issued in the form of two registered notes in global form (which we
refer to in this Offering Circular as “ Global Notes”), without interest coupons, as follows:

e Notes sold to qudified institutional buyers in reliance on Rule 144A under the Securities Act will be
represented by one or more Globa Notes (which we refer to in this Offering Circular as the “Restricted
Globa Notes’); and

e Notes sold in offshore transactions to non-U.S. persons in reliance on Regulation S will be represented by
one or more Global Notes (which werefer to in this Offering Circular as the “Regulation S Global Notes”).

Upon issuance. the Global Notes will be deposited with the Fiscal Agent (as defined in “Terms and
Conditions of the Notes”) as custodian for DTC and registered in the name of anominee of DTC.

Ownership of beneficia interests in each Global Note will be limited to persons who have accounts with
DTC (which we refer to in this Offering Circular as the “DTC participants”) or persons who hold interests through
DTC participants. The Republic expects that under procedures established by DTC:

e upon deposit of each Globa Note with DTC's custodian. DTC will credit portions of the principal amount
of the Globa Note to the accounts of the DTC participants designated by the Initial Purchasers; and

e ownership of beneficia interests in each Global Note will be shown on. and transfer of ownership of those
interests will be effected only through. records maintained by DTC (with respect to interests of DTC
participants) and the records of DTC participants (with respect to other owners of beneficial interestsin each
Global Note).

Investors may hold their interests in the Regulation S Globa Note directly through Euroclear or
Clearstream, Luxembourg if they are participants in those systems or indirectly through organizations that are
participants in those systems. Investors may also hold their interests in the Regulation S Global Note through
organizations other than Euroclear or Clearstream, Luxembourg that are DTC participants. Each of Euroclear and
Clearstream, Luxembourg will appoint a DTC participant to act asits depositary for the interests in the Regulation S
Globa Note that are held within DTC for the account of each of these settlement systems on behalf of its respective
participants.

Beneficial interests in the Global Notes may not be exchanged for Notes in physical certificated form
except in the limited circumstances described below.

Each Globa Note and beneficid interests in each Globa Note will be subject to restrictions on transfer as
described under “ Transfer Restrictions.”

Exchanges between the Global Notes

Beneficial interests in one Global Note of Notes of a Series may generaly be exchanged for interests in
another Globa Note of Notes of such Series. Depending on whether the transfer is being made during or after the
40-day restricted period, and to which Global Note the transfer is being made, the Fiscal Agent may require the
seller to provide certain written certificationsin the form provided in the Fiscal Agency Agreement.

A beneficid interest in a Global Note that is transferred to a person who takes delivery through another
Globa Note will, upon transfer, become subject to any transfer restrictions and other procedures applicable to
beneficial interestsin the other Global Note.
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Book-Entry Proceduresfor the Global Notes

All interests in the Global Notes will be subject to the operations and procedures of DTC and, if applicable,
Euroclear and Clearstream, Luxembourg. The Republic provides the following summaries of those operations and
procedures solely for the convenience of investors. The operations and procedures of each settlement system are
controlled by that settlement system and may be changed at any time. Neither the Republic nor the Initial Purchasers
is responsible for those operations or procedures.

DTC has advised that it is:
e alimited purpose trust company organized under the laws of the State of New Y ork;
e a“banking organization” within the meaning of the New Y ork State Banking Law;
e amember of the U.S. Federal Reserve System;
e a“clearing corporation” within the meaning of the Uniform Commercial Code; and
e a“clearing agency” registered under Section 17A of the U.S. Securities Exchange Act of 1934.

DTC was created to hold securities for its participants and to facilitate the clearance and settlement of
securities transactions between its participants through electronic book-entry changes to the accounts of its
participants. DTC's participants include securities brokers and deders, including the Initial Purchasers; banks and
trust companies; clearing corporations; and other organizations. Indirect accessto DTC's system is adso available to
others such as banks, brokers, dealers and trust companies; these indirect participants clear through or maintain a
custodia relationship with a DTC participant, either directly or indirectly. Investors who are not DTC participants
may beneficially own securities held by or on behalf of DTC only through DTC participants or indirect participants
inDTC.

So long as DTC's nominee is the registered owner of a Globa Note, that nominee will be considered the
sole owner or holder of the Notes represented by that Globa Note for al purposes under the Fiscal Agency
Agreement. Except as provided below, owners of beneficia interestsin a Globa Note:

¢ will not be entitled to have Notes represented by the Global Note registered in their names;
o will not receive or be entitled to receive physical, certificated notes; and

e will not be considered the owners or holders of the Notes under the Fisca Agency Agreement for any
purpose, including with respect to the giving of any direction, instruction or approval to the Fiscal Agent
under the Fiscal Agency Agreement.

As aresult, each investor who owns a beneficia interest in a Global Note must rely on the procedures of
DTC to exercise any rights of a holder of Notes under the Fiscal Agency Agreement (and, if the investor is not a
participant or an indirect participant in DTC, on the procedures of the DTC participant through which the investor
ownsitsinterest in the Notes).

Payments of principal and interest with respect to the Notes represented by a Global Note will be made by
the Fiscal Agent to DTC’s nominee as the registered holder of the Globa Note. Neither the Republic nor the Fiscal
Agent will have any responsibility or liability for the payment of amounts to owners of beneficia interests in a
Global Note, for any aspect of the records relating to or payments made on account of those interests by DTC, or for
maintai ning, supervising or reviewing any records of DTC relating to those interests.

Payments by participants and indirect participants in DTC to the owners of beneficial interestsin a Global
Note will be governed by standing instructions and customary industry practice and will be the responsibility of
those participants or indirect participantsand DTC.
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Transfers between participants in DTC will be effected under DTC's procedures and will be settled in
same-day funds. Transfers between participants in Euroclear or Clearstream, Luxembourg will be effected in the
ordinary way under the rules and operating procedures of those systems.

Cross-market transfers between DTC participants, on the one hand, and participants in Euroclear or
Clearstream, Luxembourg, on the other hand, will be effected within DTC through the DTC participants that are
acting as depositaries for Euroclear and Clearstream, Luxembourg. To deliver or receive an interest in a Globa
Note held in a Euroclear or Clearstream, Luxembourg account, an investor must send transfer instructions to
Euroclear or Clearstream, Luxembourg, as the case may be, under the rules and procedures of that system and within
the established deadlines of that system. If the transaction meets its settlement requirements, Euroclear or
Clearstream, Luxembourg, as the case may be, will send instructions to its DTC depositary to take action to effect
fina settlement by delivering or receiving interests in the relevant Globa Notes in DTC, and making or receiving
payment under normal procedures for same-day funds settlement applicable to DTC, Euroclear and Clearstream,
Luxembourg participants may not deliver instructions directly to the DTC depositaries that are acting for Euroclear
or Clearstream, Luxembourg.

Because of time zone differences, the securities account of a Euroclear or Clearstream, Luxembourg
participant that purchases an interest in a Globa Note from a DTC participant will be credited on the business day
for Euroclear or Clearstream, Luxembourg immediately following the DTC settlement date. Cash received in
Euroclear or Clearstream, Luxembourg from the sale of an interest in a Global Note to a DTC participant will be
received with value on the DTC settlement date but will be available in the relevant Euroclear or Clearstream,
Luxembourg cash account as of the business day for Euroclear or Clearstream, Luxembourg following the DTC
settlement date.

DTC, Euroclear and Clearstream, Luxembourg have agreed to the above procedures to facilitate transfers
of interests in the Global Notes among participants in those settlement systems. However, the settlement systems
are not obligated to perform these procedures and may discontinue or change these procedures at any time. Neither
the Republic nor the Fiscal Agent will have any responsibility for the performance by DTC, Euroclear or
Clearstream, Luxembourg or their participants or indirect participants of their obligations under the rules and
procedures governing their operations.

Certificated Notes

Notes in physical, certificated form will be issued and delivered to each person that DTC identifies as a
beneficial owner of the related Notes of a Seriesonly if:

e DTC notifies the Republic at any time that it is unwilling or unable to continue as depositary for the Global
Notes of Notes of such Series and a successor depositary is not appointed within 90 days;

e DTC ceases to be registered as a clearing agency under the U.S. Securities Exchange Act of 1934 and a
successor depositary is not appointed within 90 days; or

o the Fiscal Agent receives a notice from the registered holder of the Global Note of Notes of such Series

requesting exchange of a specified amount for individual note certificates following a failure to pay at
maturity or upon accel eration of any Note of such Series.
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TRANSFER RESTRICTIONS

The Notes have not been registered, and will not be registered, under the Securities Act or any state
securities laws, and the Notes may not be offered or sold except pursuant to an effective registration statement or
pursuant to transactions exempt from, or not subject to, registration under the Securities Act. Accordingly, the Notes
are being offered and sold only:

e inthe United States to qualified ingtitutional buyers (as defined in Rule 144A) pursuant to Rule
144A under the Securities Act; and

e outside of the United States, to certain persons, other than U.S. persons, in offshore transactions
meeting the requirements of Regulation S under the Securities Act.

Purchasers' Representations and Restrictions on Resale and Transfer

Each purchaser of Notes (other than the Initial Purchasers in connection with the initial issuance and sale of
Notes) and each owner of any beneficid interest therein will be deemed, by its acceptance or purchase thereof, to
have represented and agreed as follows:

(1) itispurchasing the Notes for its own account or an account with respect to which it exercises sole
investment discretion and it and any such account is either () a qudified institutional buyer and is
aware that the sale to it is being made pursuant to Rule 144A or (b) a non-U.S. person that is
outside the United States;

(2) it acknowledges that the Notes have not been registered under the Securities Act or with any
securities regulatory authority of any state and may not be offered or sold within the United States
or to, or for the account or benefit of, U.S. persons except as set forth below;

(3) it understands and agrees that Notes initially offered in the United States to qualified institutional
buyers will be represented by a globa note and that Notes offered outside the United States
pursuant to Regulation Swill a so be represented by a global note;

(4) itwill not resell or otherwise transfer any of such Notes except (a) to the Republic or an affiliate of
the Republic, (b) within the United States to a quaified institutional buyer in a transaction
complying with Rule 144A under the Securities Act, (c) outside the United States in compliance
with Rule 903 or Rule 904 of Regulation S under the Securities Act, (d) pursuant to an exemption
from registration under the Securities Act (if available), or (€) pursuant to an effective registration
statement under the Securities Act, in each case in accordance with all applicable securities laws
of the states of the United States and any other jurisdictions;

(5) it agreesthat it will give to each person to whom it transfers the Notes naotice of any restrictions on
transfer of such Notes;

(6) it acknowledges that prior to any proposed transfer of Notes (other than pursuant to an effective
registration statement) the holder of such Notes may be required to provide certifications relating
to the manner of such transfer as provided in the fiscal agency agreement, including with respect
to Notes sold or transferred pursuant to Rule 144A or Regulation S;

(7) it acknowledges that the fiscal agent, registrar or transfer agent for the Notes may not be required
to accept for registration or transfer of any Notes acquired by it, except upon presentation of
evidence satisfactory to the Republic that the restrictions set forth herein have been complied with;

(8) it acknowledges that the Republic, the Initial Purchasers and other persons will rely upon the truth

and accuracy of the foregoing acknowledgements, representations and agreements and agrees that
if any of the acknowledgements, representations and agreements deemed to have been made by its
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purchase of the Notes are no longer accurate, it will promptly notify the Republic and the Initial
Purchasers; and

(9) if itisacquiring the Notes as afiduciary or agent for one or more investor accounts, it represents
that it has sole investment discretion with respect to each such account and it has full power to
make the foregoing acknowl edgements, representations and agreements on behalf of each account.

L egends

The following is the form of restrictive legend which will appear on the face of the Restricted Globa Note
and which will be used to notify transferees of the foregoing restrictions on transfer. This legend will only be
removed with the Republic’s consent. If the Republic so consents, it will be deemed to be removed.

THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE “SECURITIES ACT"), OR ANY STATE OR OTHER SECURITIES LAWS,
AND MAY NOT BE OFFERED, SOLD, PLEDGED, OR OTHERWISE TRANSFERRED EXCEPT IN
ACCORDANCE WITH THE FOLLOWING SENTENCE. BY ITS ACQUISITION HEREOF OR OF A
BENEFICIAL INTEREST HEREIN, THE HOLDER OF THIS SECURITY BY ITS ACCEPTANCE HEREOF (1)
REPRESENTS THAT IT, AND ANY ACCOUNT FOR WHICH IT IS ACTING, (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT) OR
(B) ISNOT A U.S. PERSON AND IS ACQUIRING THIS SECURITY IN AN “OFFSHORE TRANSACTION”
PURSUANT TO RULE 903 OR RULE 904 OF REGULATION S AND, WITH RESPECT TO (A) AND (B),
EXERCISES SOLE INVESTMENT DISCRETION WITH RESPECT TO SUCH ACCOUNT, (2) AGREES FOR
THE BENEFIT OF THE ISSUER THAT IT WILL NOT OFFER, SELL, PLEDGE OR OTHERWISE TRANSFER
THIS SECURITY OR ANY BENEFICIAL INTEREST HEREIN, EXCEPT (A) (I) TO THE ISSUER OR ANY
AFFILIATE THEREOF, (I1) PURSUANT TO A REGISTRATION STATEMENT THAT HAS BECOME
EFFECTIVE UNDER THE SECURITIES ACT, (Ill) TO A QUALIFIED INSTITUTIONAL BUYER IN
COMPLIANCE WITH RULE 144A UNDER THE SECURITIES ACT, (1V) IN AN OFFSHORE TRANSACTION
COMPLYING WITH THE REQUIREMENTS OF RULE 903 OR RULE 904 OF REGULATION SUNDER THE
SECURITIES ACT, OR (V) PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE
SECURITIES ACT (IF AVAILABLE), AND (B) IN ACCORDANCE WITH ALL APPLICABLE SECURITIES
LAWS OF THE STATES OF THE UNITED STATES AND ANY OTHER JURISDICTIONS, AND (3) AGREES
THAT IT WILL GIVE TO EACH PERSON TO WHOM THIS SECURITY IS TRANSFERRED A NOTICE
SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. AS USED HEREIN, THE TERMS “OFFSHORE
TRANSACTION,” “UNITED STATES’ AND “U.S. PERSON” HAVE THE RESPECTIVE MEANINGS GIVEN
TO THEM BY REGULATION SUNDER THE SECURITIESACT.

THISLEGEND MAY ONLY BE REMOVED AT THE OPTION OF THE ISSUER.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDANCE WITH CLAUSE 2(A)(V) ABOVE,
THE ISSUER RESERVES THE RIGHT TO REQUIRE THE DELIVERY OF SUCH LEGAL OPINIONS,
CERTIFICATIONS, OR OTHER EVIDENCE AS MAY REASONABLY BE REQUIRED IN ORDER TO
DETERMINE THAT THE PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE WITH THE
SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS. NO REPRESENTATION IS MADE AS
TO THE AVAILABILITY OF ANY EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIESACT.

The following is the form of restrictive legend which will appear on the face of the Regulation S Global
Note and which will be used to notify transferees of the foregoing restrictions on transfer:

THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIESACT
OF 1933, AS AMENDED (THE “SECURITIES ACT"), OR ANY STATE OR OTHER SECURITIES LAWS.
PRIOR TO EXPIRATION OF THE 40-DAY DISTRIBUTION COMPLIANCE PERIOD (AS DEFINED IN
REGULATION S UNDER THE SECURITIES ACT (“REGULATION S')), THIS SECURITY MAY NOT BE
OFFERED, SOLD, PLEDGED, OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES OR TO,
OR FOR THE ACCOUNT OR BENEFIT OF, A U.S. PERSON, EXCEPT TO A QUALIFIED INSTITUTIONAL
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BUYER IN COMPLIANCE WITH RULE 144A UNDER THE SECURITIES ACT IN A TRANSACTION
MEETING THE REQUIREMENTS OF THE FISCAL AGENCY AGREEMENT REFERRED TO HEREIN. AS
USED HEREIN, THE TERMS “UNITED STATES' AND *“U.S. PERSON” HAVE THE RESPECTIVE
MEANINGS GIVEN TO THEM BY REGULATION S.
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TAXATION
Costa Rica Taxation

The following summary of certain Costa Rican tax matters is based on the advice of Direccién General de
Tributacion (General Directorate of Taxation). The summary contains a description of the principal Costa Rican tax
conseguences of the purchase, ownership and disposition of the Notes but it does not purport to be a comprehensive
description of al of the tax consequences that may be relevant to a decision to purchase the Notes.

The summary is based upon the tax laws of Costa Rica as in effect on the date of this Offering Circular
which are subject to change. Prospective purchasers of the Notes (including residents of Costa Rica, if any) should
consult their tax advisers as to the tax consequences of the purchase, ownership and disposition of the Notes,
including, in particular, the effect of any foreign, state or local tax laws.

Under current tax laws and regulations of Costa Rica, and according to Law N° 9070, (i) the actions
required for the execution, delivery, issuance and registration of the documents required for the issuance of the
Notes are exempt from any taxes or levy, impost, deduction or other charge (together, “Taxes”) imposed by Costa
Rica or any political subdivision or taxing authority thereof or therein, (ii) payments by the Republic of principal in
respect of the Notes are not subject to taxation in Costa Rica and no withholding for any Costa Rican tax is required
on any such payments, and (iii) in the event that any present or future Taxes are imposed or levied on interest
payments — or any other payments — or on behalf of the Republic or any political subdivision thereof or therein or
any jurisdiction through which payments on the Notes are made, then the Republic is authorized by Law N° 9070 to
make payment of the amount so withheld to the appropriate governmental authority and forthwith pay such
additional amounts as may be necessary to ensure that the net amounts receivable by the holders of the Notes after
such withholding or deduction shall equal the payment which would have been receivable in respect of the Notesin
the absence of such withholding or deduction.

United States Federal Income Taxation

ANY U.S. FEDERAL TAXATION DISCUSSION IN THIS OFFERING CIRCULAR WAS NOT
INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED, BY ANY TAXPAYER FOR
PURPOSES OF AVOIDING U.S. FEDERAL TAX PENALTIES THAT MAY BE IMPOSED ON THE
TAXPAYER. ANY SUCH TAX DISCUSSION WAS WRITTEN IN CONNECTION WITH THE
PROMOTION OR MARKETING OF THE NOTES TO BE ISSUED OR SOLD PURSUANT TO THIS
OFFERING CIRCULAR. EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER'S
PARTICULAR CIRCUMSTANCESFROM AN INDEPENDENT TAX ADVISER.

Generally

The following is a summary of certain materia U.S. federal income tax consequences to origina
purchasers of the Notes of the purchase, ownership and disposition of the Notes. This summary is based upon
existing U.S. federa income tax laws, which are subject to change, possibly with retroactive effect. No assurances
can be given that any changes in these laws or authorities will not affect the accuracy of the discussions set forth in
this summary. The Republic has not sought any ruling from the U.S. Internal Revenue Service (the “IRS”) with
respect to the statements made and the conclusions reached in this discussion, and there can be no assurance that the
IRSwill agree with al of such statements and conclusions.

This summary does not purport to discuss all aspects of U.S. federal income taxation that may be relevant
to a particular investor in light of that investor's individual circumstances, such as investors whose functiona
currency is not the U.S. dollar or certain types of investors subject to specia tax rules (e.g., financial institutions,
insurance companies, dealers in securities or currencies, certain securities traders, regulated investment companies,
pension plans, and tax-exempt organizations and investors that hold the Notes as a position in a “straddle,”
“conversion transaction,” “integrated” or “constructive sal€’ transaction). In addition, this summary does not discuss
any non-U.S,, state, or loca tax considerations. This summary only applies to investors that hold Notes as “capital
assets” (generally, property held for investment) within the meaning of the U.S. Interna Revenue Code of 1986, as
amended (the “Code”).

99



For purposes of this summary, the term “U.S. Holder” means a beneficial owner of a Note who is an
individual citizen or resident of the United States, a corporation (including an entity treated as a corporation for U.S.
federal income tax purposes) created or organized in or under the laws of the United States, any state of the United
States or the District of Columbia, an estate whose income is subject to U.S. federa income tax regardless of its
source or atrust if a court within the United States is able to exercise primary supervision over the administration of
the trust and one or more “United States persons,” as defined for U.S. federa income tax purposes, have the
authority to control all substantia decisions of the trust or the trust has in effect a valid election to be treated as a
United States person. If a partnership (or other entity treated as a partnership for U.S. federal income tax purposes)
holds the Notes, the tax treatment of a partner in such partnership will generaly depend upon the status of the
partner and the activities of the partnership. As used herein, the term “non-U.S. Holder” means a beneficial owner
of aNotethat isnot aU.S. Holder for U.S. federa income tax purposes.

Prospective purchasers of Notes should consult their own tax advisors concerning the U.S. federal
income tax consequences of the purchase, ownership and disposition of Notes in light of their particular
circumstances, as well asthe effect of any relevant state, local, foreign or other tax laws.

U.S. Holders
Payments of Interest and Additional Amounts

We expect, and the remainder of this summary assumes, that the Notes will be issued at par or at a discount
that is de minimis for U.S. federal income tax purposes. Accordingly, payments of interest on a Note generally will
be taxable to a U.S. Holder as ordinary income at the time they are received or accrued, depending on the U.S.
Holder's regular method of tax accounting. In addition to interest on a Note, a U.S. Holder will be required to
include any tax withheld from the interest payment as ordinary income, even though such holder did not in fact
receive it, and any additional amounts paid in respect of such tax withheld.

Interest (and any additional amounts) on the Notes will constitute income from sources outside the United
States. Under the foreign tax credit rules, that interest generally will be classified as “ passive category income” (or,
in certain cases, as “genera category income”), which may be relevant in computing the foreign tax credit alowable
to aU.S. Holder under the U.S. federal income tax laws.

Sale, Exchange, Retirement or Other Taxable Disposition of a Note

A U.S. Holder generaly will recognize gain or loss upon the sale, exchange, retirement or other taxable
disposition of a Note (including payments as a result of an acceleration) in an amount equa to the difference
between the amount realized upon that sale, exchange, retirement or other taxable disposition (other than amounts
representing accrued and unpaid interest not previously included in income, which will be taxed as such) and the
U.S. Holder's adjusted tax basis in the Note. The amount realized is the sum of cash plus the fair market value of
any property received upon the sale, exchange, retirement or other taxable disposition of a Note. A U.S. Holder's
adjusted tax basis in a Note generally will equal the U.S. Holder's initial investment in the Note. Gain or loss
generally will be capital, and will be long-term gain or lossif the Note is held for more than one year. The ability of
aU.S. Holder to offset capital losses against ordinary income is limited. Any capital gain or loss recognized on sae,
exchange, retirement or other taxable disposition of a Note generally will be treated as income or loss from sources
within the United States for foreign tax credit limitation purposes. Therefore, U.S. Holders may not be ableto claim
acredit for any Costa Rican tax imposed upon a disposition of a Note unless (subject to specia limits) such holder
has other income from foreign sources and certain other requirements are met.

Medicare Tax

For taxable years beginning after December 31, 2012, a U.S. Holder that is an individual or estate, or atrust
that does not fall into a specid class of trusts that is exempt from such tax, will be subject to a 3.8% tax on the lesser
of (i) the U.S. Holder's “net investment income” (or, in the case of an estate or trust, the “undistributed net
investment income”) for the relevant taxable year and (ii) the excess of the U.S. Holder’s modified adjusted gross
income for the taxable year over a certain threshold (which in the case of individuals will be between US$125,000
and US$250,000, depending on the individua’s circumstances). A U.S. Holder’'s net investment income generally
will include its interest income and its net gains from the disposition of a Note, unless such interest income or net
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gains are derived in the ordinary course of the conduct of a trade or business (other than a trade or business that
consists of certain passive or trading activities).

I nformation with Respect to Foreign Financial Assets

Owners of “specified foreign financial assets’ with an aggregate value in excess of $50,000 on the last day
of the taxable year, or $75,000 at any time during the taxable year generally will be required to file information
reports with respect to such assets with their U.S. federa income tax returns. Depending on the holder’'s
circumstances, higher threshold amounts may apply. “Specified foreign financia assets’ include any financia
accounts maintained by foreign financial ingtitutions, as well as any of the following, but only if they are not held in
accounts maintained by certain financia ingtitutions: (i) stocks and securities issued by non-U.S. persons,
(ii) financia instruments and contracts held for investment that have non-U.S. issuers or counterparties and
(iii) interests in non-U.S. entities. The Notes may be treated as specified foreign financial assets and U.S. Holders
may be subject to this information reporting regime. Failure to file information reports may subject U.S. Holders to
penalties. U.S. Holders should consult their own tax advisors regarding your obligation to file information reports
with respect to the Notes.

Non-U.S. Holders
Payments of | nterest and Additional Amounts

Subject to the discussion bel ow of backup withholding, payments of interest and any additional amounts on
the Notes generally are not subject to U.S. federal income tax, including withholding tax, if paid to a “non-U.S.
Holder”, as defined above, unless the interest is effectively connected with such non-U.S. Holder’'s conduct of a
trade or business within the United States (or, if an income tax treaty applies, the interest is attributable to a
permanent establishment or fixed place of business maintained by such non-U.S. Holder within the United States).
In that case, the non-U.S. Holder generally will be subject to U.S. federal income tax in respect of such interest in
the same manner as a U.S. Holder, as described above. A non-U.S. Holder that is a corporation may, in certain
circumstances, also be subject to an additional “branch profits tax” in respect of any such effectively connected
interest income currently imposed at a 30% rate (or, if attributable to a permanent establishment maintained by such
non-U.S. Holder within the United States, alower rate under an applicabl e tax treaty).

Sale, Exchange, Retirement or Other Taxable Disposition of a Note

Subject to the discussion below of backup withholding, a non-U.S. Holder generaly will not be subject to
U.S. federal income or withholding tax on any gain realized on the sale, exchange, retirement or other taxable
disposition of a Note unless: (1) the gain is effectively connected with the conduct by such non-U.S. Holder of a
trade or business within the United States (or, if an income tax treaty applies, the gain is attributable to a permanent
establishment or fixed base in the United States.), or (2) such non-U.S. Holder is a nonresident alien individua, who
ispresent in the United States for 183 or more days in the taxabl e year of the disposition and certain other conditions
are met. Non-U.S. Holders who are described under (1) above generally will be subject to U.S. federal income tax
on such gain in the same manner as a U.S. Holder and, if the non-U.S. Holder is a foreign corporation, such holder
may also be subject to the branch profits tax as described above. Non-U.S. Holders described under (2) above
generally will be subject to aflat 30% tax on the gain derived from the sale, exchange, retirement or other taxable
disposition of Notes, which may be offset by certain U.S. capital losses (notwithstanding the fact that such holder is
not considered a U.S. resident for U.S. federal income tax purposes). Any amount attributable to accrued but unpaid
interest on the Notes generally will be treated in the same manner as payments of interest, as described above under
“—~Payments of Interest and Additional Amounts.”

Backup Withholding and I nfor mation Reporting

In general, information reporting requirements will apply to payments of principa of and interest and any
additional amounts on the Notes to hon-corporate U.S. Holders if such payments are made within the United States
or by or through a custodian or nominee that is a“U.S. Controlled Person,” as defined below. Backup withholding
will apply to such payments if a U.S. Holder fails to provide an accurate taxpayer identification number or, in the
case of interest payments and the accrual of interest, fails to certify that it is not subject to backup withholding or is
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notified by the IRS that it has failed to report all interest and dividends required to be shown on its U.S. federa
income tax returns.

Non-U.S. Holders are generally exempt from these withholding and reporting requirements (assuming that
the gain or income is otherwise exempt from U.S. federal income tax), but such non-U.S. Holders may be required
to comply with certification and identification procedures in order to prove their exemption. If a non-U.S. Holder
holds a Note through a foreign partnership, these certification procedures would generally be applied to such holder
as a partner. The payment of proceeds of a sale or redemption of Notes effected at the U.S. office of a broker
generally will be subject to the information reporting and backup withholding rules, unless such non-U.S. Holder
establishes an exemption. In addition, the information reporting rules will apply to payments of proceeds of a sale
or redemption effected at anon-U.S. office of abroker that isaU.S. Controlled Person, as defined bel ow, unless the
broker has documentary evidence that the holder or beneficial owner is not a U.S. Holder (and has no actua
knowledge or reason to know to the contrary) or the holder or beneficial owner otherwise establishes an exemption.

As used herein, theterm “U.S. Controlled Person” means:
e a“United States person;”
e acontrolled foreign corporation for U.S. federal income tax purposes;

e anon-U.S. person 50% or more of whose gross income is derived for tax purposes from the conduct of a
U.S. trade or business for a specified three-year period; or

e anon-U.S. partnership in which United States persons hold more than 50% of the income or capita interests
or which is engaged in the conduct of aU.S. trade or business.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules
from a payment to a holder of a Note generally will be allowed as a refund or a credit against the holder's U.S.
federal incometax liability aslong asthe holder provides the required information to the IRS in atimely manner.

EU Directive on the Taxation of Savings |ncome

The European Union (the “EU") has adopted an EC Council Directive 2003/48/EC (the “Directive”)
regarding the taxation of savingsincome. The Directive requires member states of the EU (the “Member States’) to
provide to the tax authorities of another Member State details of payments of interest and other similar income paid
by a person to or collected for an individua or to certain other personsin another Member State, except that
Luxembourg and Austria are instead required to impose a withholding system for atransitional period unless during
such period they elect otherwise. A number of third countries and territoriesincluding Switzerland have adopted
similar measures to those required by the Directive. In addition, the Member States have entered into provision of
information or transitional withholding arrangements with certain dependent or associated territoriesin relation to
payments made by aperson in aMember State to or collected for an individual or certain other personsin such a
territory.

The European Commission has proposed certain amendments to the Directive, which may, if implemented,
amend or broaden the scope of the requirements described above.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon on behalf of the Republic by Rosibel Bermudez Fernandez,
Costa Rican counsdl to the Republic, and by Arnold & Porter LLP, U.S. counsel to the Republic. The validity of the
Notes will be passed upon on behalf of the Initial Purchasers by Consortium - Laclé & Gutiérrez, Costa Rican
counsel to the Initia Purchasers and by Milbank, Tweed, Hadley & McCloy LLP, U.S. counsd to the Initia
Purchasers. Asto dl matters of Costa Rican law, Arnold & Porter LLP will rely on the opinion of Rosibel Bermudez
Fernandez, and Milbank, Tweed, Hadley & McCloy LLP will rely upon the opinion of Consortium - Laclé &
Gutiérrez.
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GENERAL INFORMATION

1. For the Notes due 2025: The CUSIP numbers for the Regulation S Global Note and the Restricted
Global Note are P3699PGEL and 221597BS5, respectively. The common codes for the Regulation S Globa Note
and the Restricted Global Note are 092497925 and 092517551, respectively, and the International Securities
Identification Numbers for the Regulation S Global Note and the Restricted Globa Note are USP3699PGE18 and
US221597BS57, respectively.

For the Notes due 2043: The CUSIP numbers for the Regulation S Global Note and the Restricted Global
Note are P3699PGF8 and 221597BT 3, respectively. The common codes for the Regulation S Global Note and the
Restricted Globa Note are 092497950 and 092517543, respectively, and the International Securities Identification
Numbers for the Regulation S Globa Note and the Restricted Global Note are USP3699PGF82 and
US221597BT31, respectively.

2. The Republic has obtained all necessary consents, approvals and authorizations in the Republic of Costa
Ricain connection with the issue and performance of the Notes. The issue of the Notes was authorized under Law
No. 9070, effective on September 7, 2012.

3. Application has been madeto list the Notes on the Officia List of the Luxembourg Stock Exchange and
to have the Notes admitted to trading on the Euro MTF Market. So long as any of the Notes are listed on the Officia
List of the Luxembourg Stock Exchange, the Republic will maintain a paying agent and transfer agent in
Luxembourg.

4. In April 2013, Infinto Gold, a Canadian mining company, publicly announced that it might bring legal
proceedings against Costa Ricafor US$1 hillion if Infinto Gold is not alowed to resume work on the Crucitas mine
in San Carlos on the basis of an alleged breach by the Republic of its free trade agreement with Canada. No such
proceedings have been commenced as of the date of this Offering Circular.

Other than as set forth above, neither the Republic nor any governmental agency of the Republic is
involved in any litigation or arbitration or administrative proceedings relating to claims or amounts which are
material in the context of the issue of the Notes and which would materially and adversely affect the Republic’'s
ability to meet its obligations under the Notes and the fiscal agency agreement and, so far as the Republic is aware,
no such litigation or arbitration or administrative proceedings are pending or threatened.

5. Copies of the following documents may be obtained on any business day (Saturdays, Sundays and
public holidays excepted) at the office of the Paying Agent in Luxembourg so long as any of the Notes are listed on
the Official List of the Luxembourg Stock Exchange:

(a) the Fisca Agency Agreement incorporating the forms of Globa Notes and Note Certificates;

(b) copies of the Constitution of the Republic and the Law of the Republic referred to in paragraph 2
above (in Spanish); and

(c) copies of the Republic's consolidated public sector fiscal accounts for the last calendar year (as and
when availablein English).

6. Other than as disclosed herein, there has been no material adverse change in the financia condition of
the Republic which is material in the context of the issue of the Notes since December 31, 2012.
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