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OFFERING CIRCULAR

The Republic of Costa Rica
US$1,000,000,000
4.250% Notes due 2023

The Republic of Costa Rica (the “Republic”) is ofifey US$1,000,000,000 aggregate principal amount of
4.250% Notes due 2023 (the “Notes”). Interestr@nNotes will be payable semi-annually in arreardanuary 26
and July 26 of each year, commencing on July 26320"he Notes will mature on January 26, 2023e Nbtes are
not redeemable prior to maturity.

The Notes will constitute general, direct, unsedwed unconditional obligations of the Republic arildi
rank pari passun right of payment, without any preference amtmgmselves, with all unsecured and
unsubordinated obligations of the Republic relatm@ublic External Indebtedness (as defined utiiemms and
Conditions of the Notes—Definitions”) of the Repigbl The Republic has pledged its full faith anddit for the
due and punctual payment of all amounts due inecspf the Notes.

The Notes will contain provisions, commonly knove“aollective action clauses”, regarding accelerati
and voting on future amendments, modificationswaivers. Under these provisions, which are desdrih the
sections entitled “Terms and Conditions of the Net&vents of Default” and “—Modifications, Amendmerind
Waivers”, the Republic may amend the payment prongsof the Notes and certain other terms withcibresent of
the holders of 75% of the aggregate amount of thstanding Notes.

Except as described herein, payments on the Naliesenmade without deduction for or on account of
withholding taxes imposed by the Republic to theeikset forth under “Terms and Conditions of tlotdd—
Additional Amounts”. Application has been maddisbthe Notes on the Official List of the LuxembiguStock
Exchange and to have the Notes admitted to tramtinpe Euro MTF Market. This Offering Circular stitutes a
prospectus for the purpose of the Luxembourg Latediduly 10, 2005 on prospectuses for securiteeangended.

See “Risk Factors” beginning on page 8garding certain risk factors you should consider
before investing in the Notes.

Price: 99.989% plus accrued interest, if any, fronNovember 21, 2012

The Notes have not been and will not be registaretbr the Securities Act of 1933, as amended (the
“Securities Act”). The Notes may not be offeredsold within the United States or to U.S. persotept to
qualified institutional buyers in reliance on themption from registration provided by Rule 144Adanthe
Securities Act and to certain persons in offshcaadactions in reliance on Regulation S under gwuties Act.
You are hereby notified that sellers of the Noteg/ e relying on the exemption from the provisioh§ection 5
of the Securities Act provided by Rule 144A under Securities Act.

Delivery of the Notes will be made on or about Nower 21, 2012 only in book-entry form through the
facilities of The Depositary Trust Company (“DTGInd its direct participants, including EurocleanBa
S.A./N.V., as operator of the Euroclear System (td€lear”) and Clearstream Bankirgnciété anonyme
(“Clearstream”), against payment in New York, Newrk.

Joint Book-Running Managers
Citigroup Deutsche Bank Securities

The date of this Offering Circular is November 2612
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RE LY ON THEIR OWN
EXAMINATION OF THE REPUBLIC AND THE TERMS AND CONDI TIONS OF THE OFFERING,
INCLUDING THE MERITS AND THE RISKS INVOLVED.

You should rely only on the information contained n this document or to which we have referred
you. We have not authorized anyone to provide youith information that is different. This document may
only be used where it is legal to sell these sedigs. The information in this document may only beaccurate
on the date of this document.

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

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR A N
APPLICATION FOR A LICENSE HAS BEEN FILED UNDER CHAP TER 421-B OF
THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE O F NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVE LY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHI RE CONSTITUTES
A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUME NT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADIN G. NEITHER ANY
SUCH FACT NOR THE FACT THAT THE EXEMPTION OR EXCEPT ION IS
AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THA T THE
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY
PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE



TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT,
ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS
PARAGRAPH.

NOTICE TO INVESTORS

The Notes will be issued in registered form onlyt&s sold in offshore transactions in reliance on
Regulation S under the Securities Act (“Regula83h will be represented by one or more permanewoiball notes
in fully registered form without interest couponkg “Regulation S Global Note”) deposited with &todlian for,
and registered in the name of a nominee of, TheoBiggy Trust Company (“DTC") for the respectivecaants at
DTC as such subscribers may direct. Notes solchén Wnited States to qualified institutional buyg¢esich a
“qualified institutional buyer”) as defined in, amdreliance on, Rule 144A under the Securities @ARule 144A")
will be represented by one or more permanent glabts in fully registered form without interestupons (the
“Restricted Global Note” and, together with the Rlagjon S Global Note, the “Global Notes”) depoditgith a
custodian for, and registered in the name of a nemiof, DTC for the respective accounts at DTC wh s
subscribers may direct. Beneficial interests of Dp&ticipants (as defined under “Book-Entry Setg@mand
Clearance”) in the Global Notes will be shown omg &ransfers thereof between DTC participants hélleffected
only through, records maintained by DTC and itsectirand indirect participants, including Euroclesard
Clearstream, if applicable. See “Book-Entry Sett#atrand Clearance”. Except as described hereimitled Notes
will not be issued in exchange for beneficial iets in the Global Notes. See “Terms and Conditiwihthe
Notes—Form, Denomination and Title”. For restriosoon transfer applicable to the Notes, see “Teansf
Restrictions” and “Plan of Distribution”.

The Republic has taken reasonable care to ensafréhhinformation contained in this Offering Cilauis
true and correct in all material respects and nileading as of the date hereof, and that, to st bf the
knowledge and belief of the Republic, there hasbeeomission of information which, in the contextthe issue
of the Notes, would make this document as a whiokng such information misleading in any materéspect. The
Republic accepts responsibility accordingly.

This Offering Circular does not constitute an offigr, or an invitation by or on behalf of, the Relib
Citigroup Global Markets Inc. (“Citigroup”) or Deathe Bank Securities Inc. (together with Citigrotiyg “Initial
Purchasers”) to subscribe to or purchase any oNttes. Each recipient of this Offering CirculaaBtbe deemed
to have made its own investigation and appraisgéheffinancial condition of the Republic. The distition of this
Offering Circular or any part of it and the offagirpossession, sale and delivery of the Notesritaiogurisdictions
may be restricted by law. Persons into whose pegseshis Offering Circular comes are required gy Republic
and the Initial Purchasers to inform themselvesualend to observe any such restrictions. See “Rifin
Distribution” and “Transfer Restrictions” for a deiption of further restrictions on the offer, saed delivery of
Notes and on distribution of this Offering Circubard other offering material relating to the Notes.

Each person purchasing Notes pursuant to Rule vitAe deemed to have:

» represented that it is purchasing the Notes foouts account or an account with respect to which it
exercises sole investment discretion and that gumh account is a qualified institutional buyes (a
defined in Rule 144A); and

» acknowledged that the Notes have not been anchatilbe registered under the Securities Act or any
state securities laws and may not be reofferedjldepledged or otherwise transferred except as
described under “Transfer Restrictions”.

Each purchaser of Notes sold outside the UniteteSia reliance on Regulation S will be deemedaeeh
represented that it is not purchasing Notes withiesv to distribution thereof in the United Stat&ach person
purchasing Notes pursuant to Rule 144A also ackedyds that:



* it has been afforded an opportunity to request ftloenRepublic and to review, and it has receivéid, a
additional information considered by it to be neeeg to verify the accuracy of the information
herein;

* it has not relied on the Initial Purchasers or g@eyson affiliated with the Initial Purchasers in
connection with its investigation of the accuraéyh® information contained in this Offering Ciraunl
or its investment decision; and

* no person has been authorized to give any infoonadr to make any representation concerning the
Republic or the Notes other than those containgfignOffering Circular and, if given or made, such
information or representation should not be relipdn as having been authorized by the Republic or
the Initial Purchasers.

IN CONNECTION WITH THIS ISSUE OF NOTES, EACH INITIA L PURCHASER MAY, ITSELF
OR THROUGH ITS AFFILIATES, OVERALLOT OR EFFECT TRAN SACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVE L WHICH MIGHT NOT
OTHERWISE PREVAIL IN THE OPEN MARKET, TO THE EXTENT PERMITTED BY APPLICABLE
LAWS. SUCH STABILIZING, IF COMMENCED, MAY BE DISCON TINUED AT ANY TIME.

DEFINED TERMS AND CONVENTIONS

All references in this Offering Circular to “Cod®ica” or the “Republic” are to the Republic of Cafica
and all references to the “Government” are to thattal Government of Costa Rica.

References to “hillions” are to thousands of miik. Certain amounts included in this Offering Glac
have been subject to rounding adjustments; acagigdifigures shown as totals in certain tables may be an
arithmetic aggregation of the figures which preced#llow them.

» “Consolidated public sector deficit” means thegmegate of the Government fiscal deficit, the defic
of the Banco Central de Costa Ricéhe “Central Bank”), and the financial results other
non-financial public sector institutions.

+ ‘“Government fiscal deficit” means the differentetween the total expenses incurred by the
Government and the legislative and judicial brascbethe Republic and the total revenues received
by the Government.

* “Value added” in respect to exports means théedihce between the value of final goods exported
and the value of the raw materials and intermedjat&ls used to produce the final goods exported.

» “Non-traditional products” are products otherrthaoffee, bananas, sugar and beef, and include non-
traditional agricultural products such as vegetgbfaulits, roots, medicinal and decorative plargs a
well as manufacturing, including light manufactgriand textiles.

 Measures of distance herein are stated in m#desh of which is equal to approximately 1.609
kilometers, or kilometers (“km”). Measures of afegein are stated in square miles, each of which is
equal to approximately 2.59 square kilometersndrdctares, each of which is equal to approximately
2.47 acres.

Presentation of Financial and Economic Information
The fiscal year of the Government commences onalgiriuand ends on December 31 of each year.

The Republic’s official financial and economic g&tts are subject to a three-year review procesthé
Central Bank and thelinisterio de Hacienddthe “Ministry of Finance”), during which time suénformation may
be adjusted or revised. As a result, the infornmatind data contained in this Offering Circular 2009, 2010 and
2011, and any figures for 2012, must be consideretiminary and subject to further revision. Thev@mment
believes that this process is substantially sintdathat undertaken by industrialized nations. Gowvernment does
not expect revisions to be material, although tlere assurance that material changes will nahaée.



Certain statistical information reported herein Hamen derived from official publications of, and
information supplied by, among others, the CenBahk, the Ministry of Finance, thinstitute Nacional de
Estadistica y Censashe “National Institute of Statistics”), tf&uperintendencia General de Entidades Financieras
(General Superintendency of Financial Institutioos,”"SUGEF”) and theSuperintendencia General de Valores
(Superintendency of Securities, or “SUGEVAL”).

Currency of Presentation and Exchange Rate

Unless otherwise specified or the context requiretgrences to “dollars,” “U.S. dollars,” “US$” aril”
are to United States dollars. References hereiitdtmnes” and “¢” are to Costa Rican colones. Tlatiens of
colones to dollars have been made only for the egience of the reader at various exchange ratestamdd not
be construed as a representation that the amaungtseistion have been, could have been or coulaireected into
U.S. dollars at any particular rate or at all. bigtal amounts translated into U.S. dollars or nek have been
converted at historical average rates of exchawegehe periods indicated, unless otherwise staRmferences
herein to “real GDP” and to “constant colones” treonstant 1991 colones. The average interbaelfoathe sale
of U.S. dollars for colones at the close of businas November 9, 2012 was 505.3 = US$1.00.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-kimg statements (as such term is defined in the
Securities Act) concerning the Republic. Theseestants are based upon beliefs of certain governofinials
and others as well as a number of assumptions atichates which are inherently subject to significan
uncertainties, many of which are beyond the cordfdhe Republic. Future events may differ matérilbm those
expressed or implied by such forward-looking staets. Such forward-looking statements are prinkipal
contained in the sections “Offering Circular SumyfiafRepublic of Costa Rica”, “The Costa Rican Ecomy”,
“Balance of Payments and Foreign Trade”, “Monetygtem”, “Public Sector Finances” and “Public Se@ebt”.

In addition, in those and other portions of thisfetihg Circular, the words “anticipates”, “belieVes
“contemplates”, “estimates”, “expects”, “plans’ntends”, “projections” and similar expressions tlasy relate to
the Republic, are intended to identify forward-lowk statements. Such statements reflect the cuwienis of the
Republic with respect to future events and areesuitip certain risks, uncertainties and assumptiohe Republic
undertakes no obligation publicly to update or sevany forward-looking statements, whether as altre$ new
information, future events or otherwise. In liglittoese risks and uncertainties, there can be surasces that the
events described or implied in the forward-lookatgtements contained in this Offering Circular wilfact occur.



ENFORCEMENT OF CIVIL LIABILITIES

The Republic is a sovereign state. Consequentiyiaif be difficult for investors to obtain or reain the
United States or elsewhere upon judgments agdirsRepublic. To the fullest extent permitted byleale law,
the Republic will irrevocably submit to the non-kisive jurisdiction of any New York State or U.®deral court
sitting in The City of New York, and any appellateurt thereof, in any suit, action or proceedingiag out of or
relating to the Notes or the Republic’s failure aileged failure to perform any obligations undee totes (a
“Related Proceeding,” which term shall excluderokior causes of action arising under the fede@lrgees laws
of the United States or any state securities laarg),the Republic will irrevocably agree that #lims in respect of
any such Related Proceeding may be heard and de&strimn such New York State or U.S. federal colifte
Republic will irrevocably waive, to the fullest exit it may effectively do so, the defense of almmenient forum
to the maintenance of any Related Proceeding apalgjection to any Related Proceeding whether engtiounds
of venue, residence or domicile. To the extent thatRepublic has or hereafter may acquire anyreay® or other
immunity from jurisdiction of such courts with resp to a Related Proceeding (whether through sewfimotice,
attachment prior to judgment, attachment in aicexécution, execution or otherwise), the Republis, Ha the
fullest extent permitted under applicable law, udthg the U.S. Foreign Sovereign Immunities Actl8f76, as
amended (the “Immunities Act”) irrevocably waivedck immunity in respect of any such Related Proicesd
provided, however, that under the Immunities Attmay not be possible to enforce in the Republjodgment
based on such a U.S. judgment, and that undeatt® of the Republic, the property and revenuedi@Republic
are exempt from attachment or other form of executiefore or after judgment. See “Terms and Caowlitiof the
Notes—Governing Law and Jurisdiction.”

Notwithstanding the preceding paragraph, the Répuials not consented to service or waived sovereign

immunity with respect to actions brought againsinitier the U.S. federal securities laws or anyestaturities laws.
In the absence of a waiver of immunity by the Rejowith respect to such actions, it would not klEsgible to
obtain a judgment in such an action brought in&. dourt against the Republic unless such court wedetermine
that the Republic is not entitled under the ImmiesitAct to sovereign immunity with respect to suattion.
Further, even if a U.S. judgment could be obtaiiredny such action under the Immunities Act, it nmot be
possible to enforce in the Republic a judgment éhase such a U.S. judgment. Execution upon propeftthe
Republic located in the United States to enfordd.8. judgment may not be possible except undedithiced
circumstances specified in the Immunities Act.



OFFERING CIRCULAR SUMMARY

The following summary does not purport to be cotepdad is qualified in its entirety by, and is sdijto,
the detailed information appearing elsewhere iis @ifering Circular.

The Republic of Costa Rica
General

Costa Rica, which is located in Central Americaaistable constitutional democracy whose standfrd o
living ranks among the highest in Latin America.s@o Rica has had uninterrupted democratically etect
governments since 1949. In 2011, Costa Rica’s gilossestic product (“GDP”) was US$41.0 billion amsl GDP
per capita was US$8,676, the highest in Central aaeccording to the World Bank. In 2010, Costea® GDP
was US$36.2 billion and GDP per capita was US$7,Acéording to the United Nations Development Paogs
2011 Human Development Report, the Republic isedrfith in Latin America on the Human Developmémdex,

a measure of quality of life based on longevityational attainment, economic index, and standfliding.

Costa Rica is geographically located in Central Aoz bordered by Nicaragua to the north, Panama to
the southeast, the Pacific Ocean to the west, l€aribbean Sea to the east. The current Presifi@osta Rica,
Laura Chinchilla Miranda, is serving a four-yeamtewvhich expires on May 8, 2014. Mrs. Chinchillardhda was
elected by popular vote in February 2010. See tiRkp of Costa Rica—Government and Political Partie

Costa Rica’s Historical Highlights

e Political, economic and social stabilityThe Government has continued to implement pasici
designed to maintain political stability, promotecoromic growth and advance social
development. As a result of these policies, thentrgis economy has grown steadily at an
average rate of 5% over the last 10 years, thetophas one of the lowest poverty rates in Latin
America at 21.6% of the population, health servicage been provided to every citizen, and the
country has experienced uninterrupted democraficalitcted governments since 1949. As of
2012, approximately 52% of public expendituresdirected to social services.

e Proven monetary policySince the mid-1980's, Costa Rica has continueditierdlize its
economy. Beginning in 2006, the Central Bank triamséd out of the crawling peg regime and
into a managed floating exchange regime with bamitls the intention of maintaining inflation
within the Central Bank’s target band of 4.0 t0%.0

e Sound fiscal performancén 2004, the Government implemented a fiscal cadatibn process
that achieved a decrease of Government debt oéddeptage points of GDP in 4 years, from 41%
of GDP in 2004 to 25% in 2008 2009, Costa Rica implemented an expansionaricypob
mitigate the effects of the global financial cris&ince 2011, the Government has implemented
strict expenditure restraint policies. Through t@mbination of its income and expenditure
policies, the Government has contained the fisefitid at manageable levels.

e Commitment to foreign trade and foreign investméfier the debt crisis in the early 1980s,
Costa Rica transitioned out of the import-subdtitut growth model into an export-led
development model based on international economiegiation, export diversification and
foreign direct investment. These policies have &thEosta Rica to diversify its trade portfolio
by destination and by products. Today, Costa Rioatsha number of large international
companies, such as Intel, IBM, Proctor & Gamble SUdhd DHL. Costa Rica’s literacy rate,
which is the highest in Central America, strong@dional system, strategic geographic location,
and political, economic and social stability conditie to its global competitiveness in international
commerce.

e Global pioneer in environmental awarenes3osta Rica is highly committed to sustainable
development, through two main initiatives: (a) bmaag a carbon-neutral country by 2021 and (b)
maximizing its energy production through renewadsearces. Today, 93% and 78% of electricity




comes from renewable and hydroelectric sourcepentiszely, and 25% of the territory in Costa
Rica is environmentally protected areas.

e Commitment to educatioince the 19 century, elementary education in Costa Rica has be
mandatory and publicly funded. Beginning in 20h& €onstitution mandates that a minimum of
8% of GDP be invested in the education systemnarease from the current requirement of 6%
of GDP. The Government is also focused on improgeagondary and tertiary education in order
to enhance the technical skills of the populat@match demand for workers in the science and
technology fields.

Economic Performance and Diversification

Costa Rica’s real GDP increased at an average hrataaf 3.7% from 2007 to 2011. Real GDP incrdase
by 4.7% in 2010, but slowed to 4.2% growth in 20drimarily due to a decrease in economic activitgéveloped
countries.

During the past 25 years Costa Rica has diversifsedconomy as strong growth in the manufactuand
tourism sectors have supplemented its historicatiyetion of agricultural goods. It has diversifigsl exports,
attracted investment in high value added manufajuand promoted tourism based primarily on thentgis
environmental diversity. The principal sectors oé iCosta Rican economy are industrial manufactuaimdy high-
technology; wholesale and retail commerce and fatall restaurants (which includes substantial pasdérom
tourism); agriculture, forestry and fishing; androaunity, social and personal services.

As a result of diversification, the composition @bsta Rica’'s exports has changed substantiallyp wit
industrial exports increasing significantly. In 2Q4ndustrial exports (including the value addedexports from
free trade zone and in-bond industries) represeamuroximately 77% of Costa Rica’'s total exportdjilev
agricultural exports represented approximately 2¥%otal exports. Free trade zone and in-bond itrdss are
commercial and industrial businesses that are éociat designated “free trade” zones and that atideshto certain
tax, fiscal, tariff and other benefits. In-bond uistkies are allowed to introduce goods into thentguwithout
paying duties temporarily while the goods are sttbj transformation processes, repair, reconstmict
installation, assembly or incorporation into setgchinery or transportation equipment and are alty exported.

Balance of Payments

At December 31, 2011, Costa Rica’s capital acceunplus exceeded its current account deficit, tewul
in a US$132.4 million increase in the Central Banket international reserves. Net internationa¢émess of the
banking system stood at US$4.7 billion at Decenifer2011, representing the equivalent of approxeiyad.9
months of imports. At December 31, 2010, Costa 'Ricapital account surplus exceeded its curremwaucdeficit,
resulting in a US$561.1 million increase in the anBank’s net international reserves, which stabdJS$4.6
billion at December 31, 2010, representing apprataty 3.5 months of imports.

Historically, Costa Rica was significantly dependen the export of four traditional agricultural ais
(coffee, bananas, sugar and beef). Today, the owxports over 3,000 different products. The numbg
agricultural goods sold abroad, such as watermelpmeapples, melons, potatoes and ornamental spléuais
increased. In addition, Costa Rica is exportindiigchnology products, such as computers, medigindsnedical
equipment, and services provided by shared serdgepters, which together accounted for approximat@Po of
Costa Rica’s total exports for 2011.

Costa Rica has also diversified the geographic etarko which it exports. Its exports are directed t
approximately 130 countries around the world. IA20approximately 38.1% of Costa Rica’'s exportseasgnt to
the United States, 17.9% to the European Unior8%40 Central America, 11.7% to Asia, 4.7% to tlaikibean,
2.5% to South America, and 10.8% to various otleemtries. Costa Rica’s foreign trade depends lgrgal the
United States, the European Union and other CeAtragrican economies, given that approximately 82 %is
exports go to these areas.

Monetary Policy

Costa Rica’s inflation rate was 13.9% during 20pB8marily as a result of increases in international
commodity prices in the first half of the year. &sesult of the slowdown in the Costa Rican econtmayoccurred




following the global financial crisis that begantire fourth quarter of 2008 and the decrease imuodity prices in
2009, the inflation rate declined to 4.0% in 2008e inflation rate increased to 5.8% during 20Ximprily due to
the rise in the international prices of oil anddamnd a rebound of economic activity. The inflatrate decreased to
4.7% during 2011, within the Central Bank’s tarpeind of 4.0 to 6.0%, primarily because of a declme¢he
international price of oil.

Costa Rica’s currency, the colon, depreciated byir®2008 to 550.1 colones to US$1, primarily dughe
global financial crisis. In 2009, as the globakintial crisis intensified, the exchange rate depted by 9% to
558.7 colones to US$1. In 2010, the exchangeamteeciated by 8.3% to 525.8 colones to US$1, imama
result of the improvement in the financial accoofthe balance of payments and an acceleratioarefgn direct
investment. In 2011, the exchange rate remairlatively stable at an average of 505.7 colones3$81) close to
the lower limit of the exchange-rate target band &6lones per US$1.00 set by the Central Bank.

Fiscal Policy

At December 31, 2011, the Government's fiscal defictaled US$1.7 billion, or 4.1% of GDP. At
December 31, 2011, the consolidated public sec#ficit) excluding the Central Bank deficit, refledt total
expenditures of US$15.4 billion and revenues of 185% billion. As of June 30, 2012, the Governmexfistered a
deficit equal to US$962 million, equivalent to 2.1%estimated annual GDP. The Government defibfaJune
30, 2012 reflected total revenues of US$3.1 bilkonl total expenditures of US$4.0 billion.

The Government is implementing a comprehensivealfistrategy to further increase competitiveness,

including: (a) executing strict policies to restraurrent expenditures by limiting government lgrand limiting wage
increases to match expected inflation; (b) safefjngrpublic investment and social spending thropgbductive
investment projects using innovative financing, andcting measures to maintain current levels chkexpenditure;
(c) strengthening the fight against tax evasior,elasion and contraband, increasing fiscal tramspy and training
judges and prosecutors to better understand ahttéig crimes; (d) expanding financing optionstfoe Government
with the goal of expanding its investor base amekling borrowing costs; and (e) encouraging a natidialogue with
all stakeholders to reach a consensus on wayeetagshen the finances of the public sector.

Public Debt

Government debt reached US$7.0 billion in 20087@xof GDP), US$8.2 billion in 2009 (27.2% of GDP),
US$10.9 billion in 2010 (29.2% in 2010) and US$1&ilBon in 2011 (30.9% of GDP). Government deftreased
from 2008 to 2011 mainly due to an expansion offigmal deficit as the Government pursued an expaasy fiscal
policy to mitigate the effects of the global fin&icrisis that started in the fourth quarter o02@nd to support the
Government’s growth strategy. Government debt dounied the largest share to total public sectot,deraging
65.2% of total debt over the period from 2008 t4 20




SELECTED ECONOMIC INDICATORS

(in millions of US dollars, except where noted)

For the
six
months
ended
For the year ended and at December 31, June 30,
2008 2009 2010 2011 2012
Economic Data
GDP
Real GDP % change from prior year ................. 2.7% (1.0)% 4.7% 4.2% N.A.
NOMINAl GDP ..o ene e $29,835 $29,375  $36,235 $40,86944,828"
Consumer Price Index (% change)
End of period ........ccccviiiiiiiiie e 13.9% 4.0% 5.8% 4.7% 2.7%
Industrial production price index (% change)
End of period ........cccoveiiiiiiiie e 20.6% (1.0)% 4.1% 8.1% 3.3%
Unemployment Ra® ..........cccoooovovoviceceeeeeeeen 4.9% 7.8% 7.3% 7.7% N.A.
Balance of Payments Data
Current account balance.............ccccoceeevveeeiiie e, $(2,787) $(576) $(1,281) 2385) $(645)
Merchandise trade balance...............c.ocoeemmuvvvnnns (5,013) (2,039) (3,440) (5,151) (2,373)
EXports (f.0.D.) e 9,555 8,838 9,516 10,383 5,945
Imports (f.0.0.) «oooee (14,569) (10,877) (12,956) (15,534) (8,318)
Service trade balance, net ...........cccooiiiies 2,201 2,188 2,537 3,210 2,005
Rent trade balance, net.........cccccvvvvieccececeneee e, (417) (1,084) (745) (567) 27
Current transfers balance, net ............ocecceeeieeenn. 442 359 366 323 150
Capital account balance ...........cccccvvicemeeviieieeeeee, 2,487 707 1,986 2,557 869
Change in Central Bank’s international resefVes..... 348 (260) (561) (132) (117)
Net international reserves of the banking system.... 3,605 4,749 5,250 4,738 4,671
Net international reserves of the Central Bank......... 3,799 4,066 4,627 4,756 4,869
Import coverage reserves (months of imports)........ 3.9 5.7 3.5 4.9 N.A.
Public Finance
Central Government
Total REVENUE ..o se e $4,731 $4,121 $5,219 $5,981 $3,057
Total EXpenditure .......ccccceevveeeeeees s e eeee e 4,675 5,121 7,087 7,652 4,019
Primary balance ...........cccoo oo, 702 (371) (1,203) (783) (487)
% OFf GDP ..ot 2.4% (1.3)% (3.0)% (1.9)% (1.1)%
Overall balance ..........ccoccvviiiiii e, 56.2 (999.3) (1,867.3) (1,671.7) (961.7)
% Of GDP ..ot 0.2% (3.4)% (5.2)% (4.1)% (2.1)%
Consolidated Public Sector balanc®..................... 136.0 (1,145.6) (2,179.9) (2,296.7) N.A.
96 Of GDP oot 0.5% (3.9% (6.0)% (5.6)% N.A.




Public Debt
Central Government
External debt
% of GDP
Domestic debt

% of GDP
Total Public Sector
External debt
Domestic debt
Total
% of GDP

$2,050 $1,727 $2,227 $2,007

7.2% 5.8% 6.0% 5.0%
4,984 6,424 8,624 10,483
17.5% 21.4% 23.2% 25.9%
$3,410 $3,346 $3,917 $3,959
7,795 9,315 12,119 14,939
$11,204 $12,661 $16,036 $18,898
39.4% 42.2% 43.2% 46.7%

(1) 2012 Nominal GDP figure projected by the Cdriank.
(2) Figures prior to 2010 are not comparable tarkg from 2010 and thereafter because of a changethodology by the

National Institute of Statistics.

$1,733
N.A.

12,062
N.A.

$3,982

16,722

$20,704
N.A.

(3) A positive number represents a decrease imnat®nal reserves and a negative number repreaentgrease in

international reserves.

(4) Includes the Central Government, public entegzrand the Central Bank.
Sources: Ministry of Finance and Central Bank oBt2oRica




THE OFFERING

ISSUE AMOUNT.....uievniiiiiiieie e eeceeemee e e e e

ISSUE PrICE... i

ISSUE DAte ...cvviieiiiieeee e
Maturity Date.........ccovveeeiiiiriee e

INEEIESE et v e eenea

Withholding Tax; Additional Amounts................

5] = LU L

Negative Pledge and Certain Covenants..........

UsSe Of ProCeEdS ........covvviiiiiee s

Collective Action ClauSES............ccevvvvr i eeeeens

The Republic of Costa Rica.
US$1,000,000,000 aggregate principal amount.

99.989% of the principal amount of the Notes, @osrued
interest, if any, from November 21, 2012.

November 21, 2012.
January 26, 2023.

The Notes will bear interest from November 21, 281 the
rate of 4.250% per annum payable semi-annuallyremsass
on January 26 and July 26 of each year, commerintuly
26, 2013.

Principal of and interest on the Notes are paybplthe
Republic without withholding or deduction for or ancount of
taxes imposed by Costa Rica to the extent deschibegin. In
the event that the Republic is required by lawedutt or
withhold taxes, duties, assessments or governmemsages,
the Republic will pay additional amounts as necgsisa
enable holders of Notes to receive such amourgs stich
deduction or withholding as they would have recdiabsent
such deduction or withholding, subject to certaineptions.
See “Terms and Conditions of the Notes—Additional
Amounts”.

The Notes will constitute general, direct, uncoiodial and
unsecured Public External Indebtedness (as defieezin) of
the Republic and will rangari passy without preference
among themselves, with all unsecured and unsubetetin
obligations of the Republic, present and futurkgtiieg to
Public External Indebtedness (as defined hereithef
Republic. See “Terms and Conditions of the NotesattStof
the Notes”.

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

The cash proceeds from the issuance and sale bfates (net
of the commissions payable by the Republic to titéal
Purchasers and the net expenses payable by thélRgpuill
be approximately US$998,840,000. The proceeds fhem
issuance and sale of the Notes will be used byRemublic for
the refinancing of domestic and external indebtedré Costa
Rica.

The Notes will contain provisions, commonly knowa a
“collective action clauses”, regarding acceleratio voting
on future amendments, modifications and waiverslddihese
provisions, which are described in the sectiongledtTerms
and Conditions of the Notes—Events of Default” and




FOrm of NOES.....uviiiiiie e,

DeNOMINALIONS......ccccvvviiiie e e

FUurther ISSUES........cooooviviiie e

LISTING cevie e e

GOoVerniNg Law ........ccoovviviieiririicccmeee e

Fiscal Agent, Principal Paying Agent, Registrar
and Transfer Agent .........ccccceevvciienciciieee e

Luxembourg Transfer and Paying Agent..........

“—Modifications, Amendments and Waivers”, the Relpub
may amend the payment provisions of the Notes arndio
other terms with the consent of the holders of W%e
aggregate amount of the outstanding Notes.

The Notes will be issued in the form of global rsotégthout
coupons, registered in the name of a nominee of The
Depository Trust Company and its direct and indirec
participants, including Euroclear and Clearstream,
Luxembourg.

Each Note will be issued in minimum denominatiofis o
US$200,000 and integral multiples of US$1,000 ioess
thereof.

The Republic may, without the consent of the halddérthe
Notes, create and issue additional notes havingahe
ranking and the same interest rate, maturity ahdrderms as
the Notes (or the same except for the amount ofirtste
interest payment and the issue price), so that &utter notes
may be consolidated and form a single series \wighNotes,
provided that such additional notes do not havepémposes of
U.S. federal income taxation (regardless of whetimgr
holders of such notes are subject to U.S. fedaves), a greater
amount of original issue discount than the Notesles of the
date of issuance of such additional notes.

Application has been made to list the Notes orQffesial List
of the Luxembourg Stock Exchange and to have thedNo
admitted to trading on the Euro MTF Market.

The Notes shall be governed by, and construeddardance
with, the laws of the State of New York, United t8&of
America, except that all matters concerning auttadion and
execution by the Republic will be governed by thed of the
Republic.

The Bank of New York Mellon

The Bank of New York Mellon (Luxembourg) S.A.




RISK FACTORS

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

Risk Factors Relating to Costa Rica

Costa Rica is a foreign sovereign state and acemlg it may be difficult to obtain or enforce judgnts
against it.

Costa Rica is a foreign sovereign state. As a t@suhay be difficult or impossible for investais obtain
or enforce judgments against Costa Rica whethanimvestor’'s own jurisdiction or elsewhere. Seaftffcement
of Civil Liabilities”.

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

Investing in an emerging market country such ast&CBsca carries economic risks. These risks include
many different factors that may affect Costa Riegenomic results, including, but not limited tee ffollowing:

* interest rates in the United States and financerkets outside Costa Rica;

» changes in economic or tax policies;

» general economic and business conditions in Castadhd the global economy;
* high levels of inflation or deflation;

» wage and price controls;

» changes in currency values;

» adecline in foreign direct or portfolio investmehgt could lead to lower growth or lov
international reserves;

* the decisions of international financial institutsoregarding the terms of their finan
assistance to Costa Rica;

« the ability of Costa Rica to effect key economiforms; and

 the impact of hostilities or political unrest inhet countries that may affect internatic
trade, commodity prices and the global economy.

Any of these factors, as well as volatility in thmarkets for securities similar to the Notes, mayeasely
affect the liquidity of, and trading markets fohet Notes. See “Forward-looking Statements” in Bf$ering
Circular.

Costa Rica’s economy remains vulnerable to extesfalcks, including the global economic crisis that
began in 2008, the recent financial crisis in thard&ean Union, and those that could be caused lyrdu
significant economic difficulties of its major regal trading partners or by more general “contagioeffects,
which could have a material adverse effect on Cé8ta’s economic growth and its ability to servite public
debt.

Emerging-market investment generally poses a gredggree of risk than investment in more mature
market economies because the economies in theagénvglworld are more susceptible to destabilizatesulting
from domestic and international developments.



A significant decline in the economic growth of asfyCosta Rica’s major trading partners could asleigr
affect Costa Rica’s balance of trade and economuw/t. In addition, because international investoeactions to
the events occurring in one emerging market coustnyetimes appear to demonstrate a “contagiontieffe
which an entire region or class of investment sgadiored by international investors, Costa Ricddbe adversely
affected by negative economic or financial develepts in other emerging market countries.

There can be no assurance that any crises suchoas tlescribed above or similar events will not
negatively affect investor confidence in emergingrkets or the economies of the principal countitedatin
America, including Costa Rica. In addition, thesn de no assurance that these events will not selyeaffect
Costa Rica’'s economy, its ability to raise capitathe external debt markets in the future or bsits to service its
public debt.

Risk Factors Relating to the Notes

An active trading market may not develop for theeNowhich may hinder your ability to liquidate you
investment.

The Notes will be a new issue of securities withestablished trading market. We have applied taHis
Notes on the Official List of the Luxembourg Stdekchange and for trading on the Euro MTF Marketit&ie of
the Initial Purchasers have informed us that timgrid to make a market in the Notes after the cetigol of this
offering. However, the Initial Purchasers are ngigated to do so and may cease their market-makiregy time.
In addition, the liquidity of the trading market the Notes, and the market price quoted for theedlotay be
adversely affected by changes in the overall maftefixed income securities and by changes in finencial
performance or prospects. As a result, we cannattrasyou that an active trading market will devetmpbe
sustained for the Notes. If no active trading madevelops, you may not be able to resell your Blaietheir fair
market value or at all.

The Notes are subject to transfer restrictions.

The Notes have not been registered under the Siesukict, any state securities laws or the seasritaws
of any jurisdictions. As a result, holders of Noteay reoffer or resell Notes only if there is aplagable exemption
from the registration requirements of the Secigithect and applicable state or foreign laws thathapp the
circumstances of such offer and sale.

The Notes will contain provisions that permit CoRiaa to amend the payment terms without the cansen
of all holders.

The Notes will contain provisions, commonly knows“aollective action clauses”, regarding accelerati
and voting on future amendments, modifications waadvers that differ from those applicable to certaif the
Republic’'s outstanding Public External Indebtednéss defined herein). Under these provisions, lwhace
described in the sections entitled “Terms and QGanth of the Notes—Events of Default” and “—Moddtons,
Amendments and Waivers”, Costa Rica may amend dyeent provisions of the Notes and certain othense
with the consent of the holders of 75% of the aggte amount of the outstanding Notes.



USE OF PROCEEDS

The cash proceeds from the issuance and sale dldfes (net of the commissions payable by the Rapub
to the Initial Purchasers and the net expenseshpmizy the Republic) will be approximately US$998)®00. The
proceeds from the issuance and sale of the Notéseviised by the Republic for the refinancing ofréstic and
external indebtedness of Costa Rica.
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REPUBLIC OF COSTA RICA

Costa Rica, which is located in Central Americaaistable constitutional democracy whose standard o
living ranks among the highest in Latin America.s@o Rica has had uninterrupted democratically etect
governments since 1949. During the first half o120the country’'s real GDP grew 6.5% (year-on-yeagjnpared
with 3.5% (year-on-year) and 5.2% (year-on-yearjha first and second halves of 2011, respectively2011,
Costa Rica’s real annual GDP grew by 4.2%, compuaiiéud 4.7% in 2010. Costa Rica’s 2011 nominal GD&sw
US$41.0 billion and estimated GDP per capita wa$8)%6, the highest in Central America accordinght®
World Bank.

Costa Rica hosts a large diversity of animal amaipspecies, and approximately one quarter oéitstary
consists of public or private reserves dedicatedrtaronmental conservation and preservation of Hiological
diversity. This diversity, in conjunction with ti@overnment’s investment in environmental conséatas led
to the development of a significant tourism industhich is protected and regulated under envirortaigrolicies
in Costa Rica.

Territory and Population

The Costa Rican territory consists of approximaf&y691 square miles, largely covered by high, eaigg
mountains and hills, drained by numerous streantsravers. A volcanic mountain system composedhoée
ranges extends throughout the length of the coumtith elevations in the Southern Talamanca raregehing
approximately 13,000 feet above sea level. A iradht wide coastal plain is found in the east andtimeast and a
narrower plain is found along the Pacific coashe Elimate varies according to topography, fromiseopical in
the mountains to tropical on the coastal plainsst€®ica has coastlines which border both the Baab Sea and
the Pacific Ocean. At the country’s narrowest pdine coastlines are 74 miles apart. The nortlhender with
Nicaragua is 186 miles long and the southeastenhebavith Panama is 225 miles long.

The results of Costa Rica’s national census takeR0ill estimates the population of Costa Rica to be
approximately 4.3 million people. Population groviticreased to an annual rate of 1.4% between 26d®a11.
The majority of the country’s population lives in area commonly referred to as the “Central Vallegiere, in
addition to the capital city, San José, the priatigities of the provinces of Alajuela, HerediadaBartago are
located. According to the 2011 census, approximeiél4% of the population of Costa Rica lives ie hentral
Valley. The province of San José, which includes tapital, accounted for approximately 1.4 millipeople.
Based on the 2011 census, approximately 34% opdpelation was under the age of 19, approximat8hp 3vas
between the ages of 20 and 39, approximately 26%cbeaveen the ages of 40 and 64, and approxima%#lwas
over the age of 65.

Social Indicators

Historically, Costa Rica has invested a significpottion of its public sector budget in social seeg.
Investments in education, health services, so@alstance and housing represented approximately &2%#e
Government’s expenditures in 2011 and 53% in 20002012, theConstitucion Politica de la Republica de Costa
Rica (Political Constitution of the Republic) of Novembg 1949 (the “Constitution”) was amended to reguhe
investment of not less than 8% of GDP in educagionually by 2014, compared with the previous mandac%
of GDP. For 2012, the Government’s investment incation is expected to amount to 7% of GDP.

Costa Rica’s budget for the 2013 fiscal year presitbr an investment of 1.1% of the Republic’s lmidg
excluding scheduled debt amortization, in educatlanthe Republic’s 2013 budget, the Ministry ofugdtion
added funding for approximately 1,500 new positioetated to high school, pre-school, kindergartew a
elementary school education, schools for giftedticbn, foreign language study, aother educational services.

According to the 2011 households survey, the Iefgboverty in the country was 21.6%. As of 2011,
Costa Rica was classified by the World Bank asmpeumiddle-income developing country.
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Historically, Costa Rica has provided social aasise and housing to poor families through Feado de
Desarrollo Social y Asignaciones Familiarésund for Social Development and Family Assistar{ttEpDESAF")
which is funded primarily with payroll tax revenuesThe Government has undertaken initiatives toruetire
FODESAF in order to further strengthen FODESAF mtions and empower it to reduce poverty levelfe
Government’s initiatives include program evaluasiofinancial auditing and cost controls designedrtprove the
efficiency of its anti-poverty efforts through detelization and specialization of certain prograarsd to monitor
and evaluate the social programs supported by F@IPESee “The Costa Rican Economy—Poverty.”

The following table sets forth selected 2010 corafpee social statistics for per capita GDP and life

expectancy, and 2009 social statistics for adtdtdcy, the most recent available data for theoregas reported in
the World Bank Statistical Compendium.

Selected Comparative Social Statistics

. Life .
o ot exvectancy (n A% LG

years) —
Mexico............. $ 9,133 77 93.4
Argentina......... 9,124 76 97.7
Costa Rica........ 7,774 79 96.1
Panama............ 7,614 76 93.6
Colombia......... 6,238 73 93.2
El Salvador ...... 3,460 72 84.1
Guatemala........ 2,873 71 74.5

(1) 2009 data
Source: World Bank Statistical Compendium

Government and Political Parties

The Republic achieved independence from Spain 21 Ehd has had uninterrupted democratically elected
governments since 1949. The current Constitutioafted in 1949, established the present form ofGbgernment.
Among the most important reforms enacted by thesGiution were: the ratification of the abolitiofi thhe army;
the institution of a national program of social véegs, including health services and a pensionesystand
guarantees of Government support for primary, s@agnand higher education. In addition, the Couttih
established the base for strong institutions withvaaiety of missions, including ensuring the rulé law,
safeguarding the relationship between Governmeshtidizens, and the welfare state.

Pursuant to the Constitution, Costa Rica is a deaticcrepublic, with separate executive, judiciada
legislative branches. The President and the memtifetee unicameraAsamblea Legislativdthe “Legislative
Assembly”) are elected by direct popular vote. &m@osta Rica’s electoral system, voters eleatlkaetiincluding
one presidential and two vice-presidential can@islahnd vote for a political party with respecthe Legislative
Assembly and municipal representatives, where gqaity selects candidates at its own political cotios.
Beginning in 2016, municipal elections will be helgo years after the Presidential elections. Ozgtion and
supervision of the electoral process is the redspditg of the Tribunal Supremo de Eleccionéthe “Supreme
Electoral Tribunal”), which is composed of threermpanent members with functional, political and auistrative
independence. In addition, two temporary membeskected from a list of six candidates chosen by Gloete
Suprema de JusticigSupreme Court of Justice) (the “Supreme Court®, appointed one year prior to an election
and serve for up to six months after an electionhe Supreme Electoral Tribunal has the same degfee
independence as the three branches of the Govetnmen

Executive authority is vested in the President #iredtwo Vice Presidents, who are directly elected f

concurrent four-year terms, and in the Ministerstlid Government, whose terms cannot exceed thaheof
President. The last presidential election, held=ebruary 7, 2010, was won by Mrs. Laura Chinchilisanda of
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the Partido Liberacidon NacionaWith 46.8% of the votes cast as compared to Mr. Ottdis,Seho received 26.5%
of the votes cast. The Vice-presidents electedaaisqb the Presidential ticket were Alfio Piva andgis Liberman.
The term of the current Presidesxpires on May 8, 2014. The Constitution providest the President may be re-
elected, but not for consecutive terms. The Prasidas the power to appoint the Ministers of thee&oment, and
together the President and the Ministers formQoasejo de Gobiern@Government Council) (the “Government
Council”).

Legislative authority is vested in the Legislatikesembly, comprising 57 deputies. Deputies serue-fo
year terms and, although they may be re-electeg, rifray not serve consecutive terms. The electiaeputies for
the Legislative Assembly is held concurrently witlesidential elections.

National judicial authority is vested in the Supeeourt, which is composed of four appellate donsi,
as well as criminal courts, civil courts and otBpecialized courts. The Supreme Court has 2Zpsstielected by
the Legislative Assembly for eight-year terms. Téen of each justice is renewed automatically ssisvo-thirds
or more of the Legislative Assembly vote againapmointment. The Constitution grants budgetary pedeence to
the judicial branch by guaranteeing that a mininafré% of the Government’s current revenues be atkxtto it.

For administrative purposes, the national territ@rylivided into seven provinces, which are sulsbtdi
into cantons and districts. There are seven poagr{San José, Alajuela, Cartago, Heredia, Guateadason and
Puntarenas), 81 cantons and 467 districts. Eactoras presided by elected officials in the forfnnaunicipal
governments.

The dominant political parties in Costa Rica areRlartido Liberacion Nacional, Partido Unidad Social
Cristiana, and thePartido Accion CiudadanaMembers of thePartido Liberacion Nacionaknd Partido Unidad
Social Cristianaor their predecessors have won the president&dtiehs and have controlled the Legislative
Assembly since 1949.

The Partido Liberacién Nacionals the political and ideological heir to social dmratic traditions. The
party has moved to the center of the political spee, favoring a market-oriented economy while premg access
to social services. In 2000, tRartido Accion Ciudadanaplit from thePartido Liberacién Nacionawith the goal
of providing broader representation of social oimations, including Asociaciones SolidaristagSolidarity
Associations) and municipal governments. Hagtido Unidad Social Cristian#&raditionally has been associated to
slightly more liberal sectors than thrartido Liberacion Nacionalwith a centrist-right platform and has been
alternating presidential terms with theartido Liberacion Nacional The Partido Movimiento Libertariois a
political party based on classical liberalism ins€oRica. Members of theartido Liberacion Nacionahold 24 of
the 57 seats in the Legislative Assembly, membetkeoPartido Accion Ciudadanhold 11 seats, members of the
Partido Movimiento Libertaridiold 9 seats, members of tRartido Unidad Social Cristian&old 6 seats, and the
remaining seats are held by members of minor gartie

Foreign Affairs and Membership in International and Regional Organizations

Costa Rica maintains diplomatic relations with apgmnately 160 countries. It is a member of the Bait
Nations (and certain of its specialized agencieh sas the Food and Agriculture Organization, therhmational
Labor Organization and the United Nations Educat®cientific and Cultural Organization), the Orgaation of
American States, the International Monetary Fuhe ({MF”), the World Bank, the Inter-American Dewgment
Bank (the “IADB”) and the World Trade Organizati(the “WTO").

Over the last twenty years, Costa Rica has folloaeérhde policy meant to integrate Costa Rica theo
global economy. This trade policy is evident ins@oRica’s participation in multilateral negotiatoin the WTO
and Costa Rica’s negotiations of bilateral tradee@gents and free trade agreements with strategle partners.
Costa Rica has engaged in the negotiation of femletagreements as a means of increasing marledsafor Costa
Rican exports and enhancing trade policy certai@tyrrently, Costa Rica has nine free trade agretsrmiarforce
with 15 countries, including the United States, &#m Mexico, Chile, Panama, the Caribbean commuanity
China.
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The United States signed a free trade agreemehtthdt five members of the Central America Economic
Integration System, including Costa Rica, on May 2804. Subsequently, the Dominican Republic becamparty
to the free trade agreement, now referred to asUl®-Dominican Republic-Central America Free Trade
Agreement or the DR-CAFTA. In the referendum ondber 7, 2007, the voters of Costa Rica approvedrde
trade agreement. On January 1, 2009, the DR-CAFGdaime effective between the United States and Gista

Since the free trade agreement with Mexico wasredtmto in 1995, Costa Rican exports to Mexicoehav
increased by more than a factor of five, while Mexi imports into Costa Rica have tripled. Begignim 1998,
Costa Rica has replaced Guatemala as the mainaCeéxtrerican supplier to the Mexican market. Simhjla
Mexico has become the second largest exporteradgto Costa Rica, after the United States.

The free trade agreement between Costa Rica andd@amwhich became effective in November 2002,
represents the first free trade agreement signeddsya Rica and a G-7 country. Market access giang in the
agreement grant certain Costa Rican products, matstbly refined sugar and textiles, preferentialeas to the
Canadian market.

Costa Rica maintains amicable relations with alltefmajor trading partners and neighboring coestri
There is currently a dispute pending before therh@tional Court of Justice relating to the projoeation of the
border with Nicaragua along the San Juan river.

Environmental Policy

Over the past decade, Costa Rica has developedaegianstitutional regimes for the sustainable aod-
destructive use of natural resources in its pursfiéconomic and social development. Costa Ricacheated a
national park system consisting of 159 nationakpamnd equivalent reserves, covering 25.5% of dked area of
Costa Rica, and more than 100 private reserves.Cdsta Rica has engaged in efforts to protectaits forest,
including the creation of the national park systemd reserves, eco-tourism has emerged as an impodatributor
to Costa Rica’s GDP.

Costa Rica’s commitment to sustainable environnhamid economic development has been stated clearly
in the ‘Estrategia Nacional de Cambio Climéatic(National Strategy for Climate Change), where toeintry has
committed to reach carbon neutrality by 2021. Ad phathe national strategy for climate change, Mieisterio de
Ambiente, Energia y Telecomunicacioeesated the Directorate of Climate Change in 200%he area of energy
production, the Government has dedicated resotiocespand the country’s use of clean energy souréslude
geothermal and wind energy. Currently, 93% of eleity consumed in the country is produced usingereable
energy sources and 78% of electricity consumeHdercbuntry is produced by hydroelectric power [gant

Costa Rica’s “Payment of Environmental ServicesgPam” compensates landowners for environmental
services provided by their forest lands, such asarafixation, watershed protection and biodiversitnong others.
As a result of this continuing commitment to theiesnment, since 1997 the area reforested has dgdethe area
deforested in each year.

Costa Rica has been an advocate of the United ?daffcamework Convention on Climate Change and its

Kyoto Protocol, and is involved in the developmerit market-oriented instruments to reduce emissiohs
greenhouse gases in an effort to mitigate globaimivay. Costa Rica is actively participating in thmerging
carbon market and is implementing the Clean Devetog Mechanism (“CDM”) of the Kyoto Protocol. Cast
Rica has led on a number of CDM project activiteesl has signed Memorandum of Understandings witerak
developed countries, including The Netherlandswégr Switzerland, Canada and Finland, pursuantiiciwit has
agreed to promote investments in Certified Emis§teduction (‘CERs”). The Government believes firaiceeds
from the CERs are a potential source of funding tfar reforestation project activities within theyRent of
Environmental Services Program and for the promotid the local generation of electricity from rerae
sources.
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THE COSTA RICAN ECONOMY

General

Costa Rica has expanded the scope of its econoaticitya from its historical dependence on the
production of agricultural goods for export. ltsheought to diversify its exports, attract invesiiria high value
added manufacturing and promote tourism based phman the country’s environmental diversity. Dt this
diversification strategy, the composition of CoRiga’s exports has changed substantially duringptiet decade,
with industrial exports increasing significantlyndustrial exports (including exports from freedieazone and in-
bond industries) represented approximately 77%ast& Rica’s total exports for each of the yearsdridecember
31, 2011 and December 31, 2010, while agricultarglorts represented approximately 23% of total gspaver
the same periods.

Developments from 2008 to the First Half of 2012
First Half of 2012

During the first half of 2012, the country’s reaD8 grew 6.5% (year-on-year), compared with 3.5%(ye
on-year) and 5.2% (year-on-year) in the first aedosd halves of 2011, respectively. GDP growthhinfirst half
of 2012 is explained mainly by growth in industrimhanufacturing; transportation, warehousing and
telecommunications; other business services; araleshle and retail commerce, restaurants and hotels

During the first half of 2012, the industrial maaafuring sector grew by 9.8% year-on-year, compared
with the contraction of 0.2% year-on-year for tivstfhalf of 2011. Growth in the industrial manuiaing sector
was mainly due to the increase in exports of mi@opssors, medical equipment, metal products aod fooducts
by companies located in the free trade zone.

The transportation, warehousing and telecommunmicatsector grew 8.4% year-on-year in the first bélf
2012, compared to a growth of 6.8% year-on-yeatHerfirst half of 2011. This increase was obserivedellular
telephone services, internet and tourism-relatedcas (airline tickets, car rentals and travelrages), and those
related to trade of merchandise (docks and panttpms and cargo transport).

Other business services increased 11.6% year-aniydhe first half of 2012, compared with growth o
12.3% year-on-year in the first half of 2011. Therease was mainly due to increases in call cesatiefices, shared
services centers and software development.

The wholesale and retail commerce, restaurantshatels sector grew 3.5% year-on-year in first ludlf
2012, compared with 3.8% year-on-year growth inftte half of 2011, mainly due to the dynamic beiba of
retail market sales, the demand of vehicles, haldeippliances, the increase in tourism servicesiardomestic
demand in general.

The construction sector continued its recovery @sscwhich started in the latter part of 2010. tRerfirst
time after the 2008 global financial crisis, ther@s positive growth (2.2% year-on-year, comparet wi.9% year-
on-year in 2011), linked to a recovery of privatastruction.

Year 2011

In 2011, Costa Rica’s real annual GDP grew by 4.2%)paved with 4.7% growth in 2010. During 2011,
approximately 80% of the economic activity growtlasvgenerated by the following industries: transgiam,
warehousing and telecommunications; industrial rfesturing; wholesale and retail commerce, restasramd
hotels; and other business services. The agrialjttorestry and fishing sector declined as congavigh 2010.
The construction sector was negatively affected bgduction in public electrification works.

During 2011, the transportation, warehousing afettenmunications sector grew by 7.4%, compared with
growth of 6.4% in the previous year. The acceleratn this sector was associated with an increadbd demand
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for cell phones in both prepaid and postpaid sesjimternet phone service and internet via caloidem, driven in
part by the termination of the monopoly lofstituto Costarricense de ElectricidgtiCE”) on wireless services.
Transportation services related to foreign trade tfansporting goods through docks and harbors redgxh
significantly.

Industrial manufacturing grew by 4% in 2011, mainlye to an increase in sales in electronics and
microprocessors produced by companies locateckifréle trade zone.

The wholesale and retail commerce, restaurantshatels sector grew by 4.3% in 2011, as a result of
higher sales in vehicles and household appliarttetels and restaurants were stimulated by the dgraimvlemand
for services and inbound tourism.

The agricultural, forestry and fishing sector exgaced lower growth of 1.1% in 2011, compared with
growth of 6.4% in 2010. This result was explaingdaeather conditions that adversely affected thoapction of
bananas, pineapples, sugar cane and coffee, antlverg.o

Exports of services, mainly related with businemsters, call centers, transportation of goods andsm,
remained dynamic throughout 2011. Imports of goadd services grew by 10.6%, driven primarily by the
acquisition of raw materials for manufacturing aetsumer goods.

For 2011 the terms of trade showed a decline irpthiehasing power of the country due to the in@eas
the price of raw materials, especially oil, prinhadue to poor hydrological conditions. The declihewever, was
partially offset by the improvement in the priceeafoort goods such as coffee.

Year 2010
In 2010, Costa Rica’s real annual GDP grew by 4.7%paoed with a contraction by 1.0% in 2009.

The industrial manufacturing and agricultural, &irg and fishing sectors grew by 3.5% and 6.4%0b(02
respectively. The industrial manufacturing sectawg11.0% in the first half of the year (due toiacrease in the
external sales of pharmaceutical products, refipeioleum products, containers and cardboard bardspaper
and supplies), but in the second half deceleratgdficantly due to a moderation in external sales.

The agricultural, forestry and fishing sector giewhe first half of 2010 by 8.2%, as a result ofiacrease
in the production of melon and favorable weatherditions for pineapple and banana production od kEwat had
been affected by flooding in 2009. In the seconfldfahe year, the agricultural, forestry and fisdp sector showed
weaker growth of 4.5% due to heavy rains in thetfoquarter that primarily affected pineapple crops

The wholesale and retail commerce, restaurantshatels sector grew by 4.2% in 2010, in contrasa to
decline of 6% in 2009. The growth in 2010 was cstesit with the behavior of domestic demand andekevery
of external demand for services.

The transportation, warehousing and telecommuwicatisector grew by 6.4% in 2010 because of an
increase in the demand for services related tagoreade of goods.

The construction sector declined by 3.6% in 201thoagh at the end of the year there was a slight
improvement associated with the resumption of peiavil works for housing and other non-resideniiaildings,
which had been postponed in 2009.

Exports of goods and services grew by 5.1% duriegfirst half of 2010. The recovery started at [Het
quarter of 2009, but slowed down in the second ¢iaf010 due to lower exports of agricultural andnufactured
goods. Imports of goods and services increasedlynaga result of increases in imports of raw matgrand
consumer goods.
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Year 2009
In 2009, Costa Rica’s real annual GDP contracted @ 1compared with 2.7% growth in 2008.

GDP in the first half of 2009 contracted 3.6%. Istlial manufacturing output fell by 11.8% due te th
reduction in the level of exports and a lower daicedemand for manufactured goods (final and intiiate
inputs). In the second half of the year, howevetermal demand rebounded, which led to an exparisigrdustrial
manufacturing of 4.6%. This recovery was mainlynsigefirms operating in free trade zones and inebmgustries,
due to the relocation of production quotas to C83ta and the closure of operations in other coestr

The decline observed in the first half of 2009 df94 year-on-year in the agricultural, forestry distiing
sector was the result of weather factors in lat@82&nd early 2009 and the significant increaseranipction costs.
But in the second half of 2009, agro-industry refmed due to the banana production and climate tiondithat
favored pineapple crops.

The wholesale and retail commerce, restaurantshatels sector contracted 6% in 2009, mainly due to
lower sales in basic supplies for construction,iclel, pharmaceuticals and electrical appliancesloivdown in
inbound tourism also impacted hotel and restawtantand.

The construction sector fell by 3% in 2009, maidle to the decline in construction intended fovate
purposes, such as housing and other non-residextisiities related to foreign direct investmenddiionally,
tighter access to credit in the financial marketstibuted to the decline in the sector.

Exports fell 11.5% year-on-year during the first anonths of 2009 due to weakening global economic
activity, which resulted in lower sales of manuéaetl goods, exports, and services related to toudaed the
transport of goods. Also, the export of agricultigaods was negatively affected by factors reldatethe climate.
During the second half of 2009, the increase inoetspbegan to reflect signs of recovery in intéorel markets.
Imports of goods fell, in real terms, at an avereage of 25.9% and 13.3% in the first and secondelsaof 2009,
respectively. The higher cost of imported comporgotds and the contraction in economic activityultesl in
reduced acquisitions of intermediate and capitaldgp especially in the first half of the year. I tsecond half of
the year, the manufacturing and agriculture indestshowed some signs of recovery.

Year 2008

Economic performance in 2008 was marked by a slemdimiggered by the global financial crisis as well
as internal events. At the end of the year, reaPGPew by 2.7%. The effects of turbulence in fonefgpancial
markets and global growth issues influenced Cogta'Rexternal demand.

The industrial manufacturing sector contracted 3.i#Painly due to the effects of the global finandasis
that resulted in a slowdown in external and doroetgimand for final products and industrial inputs.

In 2008, the agriculture, forestry and fishing seaontracted 3.2%, principally due to a decreasthé
production of melons and bananas as a result giscaffected by plagues and adverse weather conslituring
2008, traditional agricultural exports increase@ioestimated US$1.1 billion and imports increaseah estimated
US$512 million.

In 2008, the global environment was characterizgddécreases in interest rates, higher than expected
increases in international commodity prices, sl@mtonomic activity of major trading partners amepening of
the global financial crisis. These elements, wtaken together with the expansion in domestic deinbed to a
deficit in the current account of the balance ofpants of 9.3% of GDP.

Gross Domestic Product

Costa Rica’s real GDP grew, on average, by appratdip 2.6% annually between 2008 and 2011. The
following tables set forth real and nominal GDPexpenditure for the periods indicated.
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Gross Domestic Product by Expenditure
(in millions of colones, at constant 1991 prices)

For the six
months
ended

For the year ended December 31, June 30,
2008 2009 2010 2011 2012
Gross Domestic Product................. +]2,097,588 (12,076,283 (12,173,450 (12,264,613 (11,189,966
Consumption .........c.coeeeeciiieinnnnnn. 1,509,634 1,543,715 1,614,616 1,683,052 844,486
Private Consumption............ 1,343,472 1,366,396 1,428,921 1,492,246 747,887
Government Consumption ...
166,162 177,319 185,695 190,806 96,599
Gross investment ........................ 513,626 456,481 475,377 514,819 260,996
Change in inventories ................. 74,197  2,717) 12,452 32,921 28,171

Goods and Services Exports........ 1,156,562 1,086,924 1,140,325 1,216,696 670,702

Goods and Services Imports........ 1,156,431 938,120 1,069,320 1,182,876 614,389
Source: Central Bank of Costa Rica

Gross Domestic Product by Expenditure
percentage change from previous year, at consg2i firices)

For the six
months
ended
For the year ended December 31, June 30,
2008 2009 2010 2011 2012
Gross Domestic Product....................... 2.7% (1.00% 4.7% 4.2% 6.5%
ConsSUMPLION .....cvviiiiiiiieeeeeeeeee 35 23 4.6 4.2 4.9
Private Consumption...........cccccceeeennes 3.4 1.7 4.6 4.4 5.3
Government Consumption.................... 4.4 6.7 4.7 2.8 1.8
Gross investment..........cccccvvvevieieeeeeennn, 11.0 (11.2) 4.1 8.3 9.9
Change in inventories ............cccoccveenn. 180.0 (198.0) (117.2) 164.4 (37.0)
Goods and Services Exports................. (2.0) (6.0) 4.9 6.7 12.7
Goods and Services Imports................. 6.5 (18.9) 14.0 10.6 8.7

Source: Central Bank of Costa Rica
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Gross Domestic Product by Expenditur€’

(in millions of U.S. dollars, at current prices)

For the
SiX
months
ended
For the year ended December 31, June 30,
2008 2009 2010 2011 2012
Gross Domestic Product .................... $29,835 $29,375 $36,235 $40,867 $22,447
Consumption.........cccccvveeeeeiinenenn. 24517 24,418 29,777 34,179 17,683
Private Consumption........... 20,227 19,491 23,361 26,758 13,748
Government Consumption.. 4,291 4,928 6,417 7,420 3,935
Gross investment ...........ccceeeeeeeee. 7,039 478, 7,196 8,036 4,199
Change in inventories ................. 1,189 (1,693) 85 393 823
Goods and Services Exports ....... 13,555 12,420 13,791 15,278 8,922
14,614 17,019 9,179

Goods and Services Imports ....... 16,466 12,248

(1) Amounts in U.S. dollars were converted fromoo@s using the historical average exchange

rate for the period indicated.
Source: Central Bank of Costa Rica

Gross Domestic Product by Expenditure
(as a percentage of total GDP, at current prices)

For the
Six
months
ended
For the year ended December 31, June 30,
2008 2009 2010 2011 2012
Consumption.........cccccvvieieieeeeeeenn, 82.2% 83.1% 82.2% 83.6% 78.8%
Private Consumption.............. 67.8 66.4 64.5 65.5 61.2
Government Consumption..... 14.4 16.8 17.7 18.2 17.5
Gross investment ..........ccccceveeeennn. 23.622.1 19.9 19.7 18.7
Change in inventories .................... 4.0 .8)5 0.2 1.0 3.7
Goods and Services Exports .......... 45.4 42.3 38.1 37.4 39.7
Goods and Services Imports .......... 55.2 41.7 40.3 41.6 40.9
Gross Domestic Product .............cc........ 100.0 100.0 100.0 100.0 100.0

Source: Central Bank of Costa Rica
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The following tables set forth Costa Rica’s peritaa®DP and per capita gross national income (“GNI”
for the periods indicated.

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

2008 2009 2010 2011
Per capita GDP .........ccoeeuneee. $6,597 68,4 $7,774 $8,676
Per capita GNI ...........cccuvees 6,070 ®20 6,860 7,660

Source: World Bank

Costa Rica has one of the highest gross investrate® in Latin America. Gross investment is finahbg
domestic and external savings, either in the fofnfoceign direct investment (see “Balance of Payteesnd
Foreign Trade—Foreign Investment”) or cash inflolesthe financial system (see “Balance of Paymemis a
Foreign Trade—Balance of Payments”). Foreign dineeestment was US$2.1 billion in 2008 (7% of GDBYt
decreased to US$1.3 billion (4.6% of GDP) in 208%aconsequence of the global financial crisiselgor direct
investment increased in nominal terms to US$1 Kohilin 2010, but decreased as a percentage of ®BDP6 of
GDP due to lagging effects of the global finanaiakis and strong appreciation of the colén. In 20dross
investment accelerated to US$2.2 billion (5.3% d&R$ principally due to improving external conditsoand
dynamic economic activity. Foreign direct investineached US$2.2 billion in 2011 (5.3% of GDP).

The following table sets out the net inflows ofdign direct investment by country as a percentd@elP
for the years indicated.

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

2008 2009 2010 2011
NiCaragua .........cooeveevviviiiiiieiee e e eemeeeeeees 9.8% 7.0% 7.7% 13.3%
Honduras ... eeeeeeeeas 6.7 3.7 5.2 5.9
Costa RICA ...ccvvvvviveiiiiii i, 7.0 4.6 4.0 5.1
Colombia........ccuuvviiiiiiiiiiiis e 4.3 3.0 2.4 4.0
= 4| S 2.7 1.6 2.3 2.7
Guatemala .......cceeeeeeiiiiiiiiieee e 1.9 1.6 2.1 2.2
MEXICO ottt e 2.5 1.8 2.0 1.7
Venezuela......ccoocceevveieeieiiiiiiie e 0.4 (0.8) 0.3 1.7
El Salvador...........cooooeiiiiiee e 1.7 1.1 0.0 15
ArgeNtiNA....c.coiiiiieeiiiiee e 3.0 1.3 1.9 1.6
Chile e 8.4 7.5 7.0 N.A.
Dominican Republic.............ccccvvvvvies i, 6.3 4.6 3.2 N.A.
Panama........ccocceiiiiiiiii e e 9.5 5.2 8.8 N.A.
PEOIU v 5.5 4.4 4.8 N.A.
UTUQUAY - eeeieir e e vmmeme e 6.0 4.1 4.1 N.A.

Source: World Bank
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Principal Sectors of the Economy

Based on preliminary data, the principal sectorghef Costa Rican economy in 2011 were: industrial
manufacturing; transportation, warehousing andctetenunications; wholesale and retail commerce, ISi@ed
restaurants; community, social and other persoealices; and agriculture, forestry and fishing. s&ak on
preliminary data, the fastest growing sectors ef @osta Rican economy in 2011 were: other busisessces;
transportation, warehousing and telecommunicationsolesale and retail commerce, hotels and restisjra
financial intermediation and insurance; and indaktmanufacturing.

From 2008 to 2011, compound annual growth ratebefargest sectors of the Costa Rican economy were
as follows: transportation, warehousing and teleoamications sector grew at 5.6%; the communityjadcand
other personal services sector grew at 4.2%; then@ial intermediation and insurance sector gres.é%o; the
agriculture, forestry and fishing grew at 1.5%; the@ustrial manufacturing sector grew at 1.1%; #melwholesale
and retail commerce, hotels and restaurants sgatar at 0.7%.

In 2011, industrial manufacturing was the largestar of the economy, accounting for approximagdl9bo
of real GDP. The principal manufactured goods peed in Costa Rica in 2011 were computer microc(ifgo)
and computer parts (9%). In 2011, transportaticarelvousing and telecommunications, the seconddasgetor of
the economy, accounted for approximately 16.1%eall IGDP; the wholesale and retail commerce, haets
restaurants sector, Costa Rica’s third largestoseatcounted for approximately 15.3% of real GB&nmunity,
social and personal services (excluding public aistration) sector, the fourth largest sector, acted for 9.5% of
real GDP; and the agriculture, forestry and fistgegtor, the fifth largest sector, accounted fgragpimately 9.0%
of real GDP.

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

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

2008 2009 2010 2011
Gross DOMESHIC ProdUCT............uuviiiiii sttt eeee e 12,097,588 (12,076,283 112,173,450 (12,264,613

Plus: Taxes (net of SUDSIAIES) ........covimreerciiiieie e 187,660 178,831 188,526 196,938
Taxes on products and iIMPOMS ..........coccccerei i e 216,161 205,340 217,515 226,868
SubSidieS 0N PrOUCES......ccviieei i ceeeeee e 28,501 26,509 28,989 29,930
Gross Domestic Product BasSiC PlICES .......cummmmmrerereeeeeeeisiiiiisiniereeeeaeaaanens 909,929 1,897,452 1,984,924 2,067,675
Agriculture, forestry and fiShing .........coeeecciiiii e, 193,474 188,147 200,267 202,504
1Y 1T oo SRR 1,906 1,636 1,524 1,513
Industrial ManUFaCTUING .........ccuveiiiiiimmmm e 460,275 442,280 457,613 475,973
(@] 0153 {08 X1 ] o SRS 103,990 100,883 97,252 93,388
ElECtriCity and WALEN .........coiiiiiiiiiiiceeeee e ee e 54,991 56,807 58,265 58,992
Wholesale and retail commerce, hotels and rest&uran............cccccceeeeenn. 338,366 318,027 331,354 345 628
Transportation, warehousing and telecommunications...............c.c.c....... 308,883 318,080 338,534 363,677
Financial intermediation and iNSUraNCe ....cccccccviivi i, 1975 112,860 114,671 119,615
REAI BSTALE .....viiiiiiiiiieiee e e e ae e 91,551 93,705 96,997 100,790
Other bUSINESS SEIVICES .......uviiiiiiiis et e e e ae e e e 93,236 101,994 115,573 129,514
Public adminiStration ...........cccceeei i iimeemrcce e 40,113 42,207 43,675 44,330
Community, social and personal services (excluginglic administration) 189,497 199,234 207,907 214,136
Less: Financial intermediation services indirectigasured ....................... 73,879 78,407 78,708 82.384

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

Gross DOMESHC PrOGUCT ...........uuvvueiieimmmmmme e eeeeeeeee e eeeeeee e e e e e e e e e aaeeens 100.0% 100.0% 100.0% 100.0%
Plus: Taxes (net of SUDSIdIES) ..........coeeemeeeiiiiiiiiii s 8.9 8.6 8.7 8.7
Taxes on products and imports 10.3 9.9 10.0 10.0
Subsidies 0N ProduUCES ..........cc.uviieeeeee e 1.4 1.3 1.3 1.3
Gross Domestic Product BasiC PriCES....... e eereeerameeieieisiiiiinnneeeeeens 91.1 91.4 91.3 91.3
Agriculture, forestry and fiShiNG ........ccccccviiei i 9.2 9.1 9.2 8.9
1Y 1T PRSPPI 0.1 0.1 0.1 0.1
Industrial ManUfaCtUNING .......cc.evieiiimmm e, 21.9 21.3 21.1 21.0
(@70 4153 11 o1 1o o I PRSP 5.0 4.9 4.5 4.1
Electricity and WALl ..........ccveiiiiiiiiceeeeee e e 2.6 2.7 2.7 2.6
Wholesale and retail commerce, hotels and restautan..................... 16.1 15.3 15.2 15.3
Transportation, warehousing and telecommunications..................... 14.7 15.3 15.6 16.1
Financial intermediation and iNSUranCe .....cccccceoooviiiiiiieiiiieeeeeeeeen, 5.1 54 5.3 5.3
REAI BSLALE ....ciiiiieeeieiiiiiiiit e s e r e e e e e e e e e e e e e et e e e e e aar e —————— 4.4 4.5 4.5 4.5
Other DUSINESS SEIVICES ......uuiiiiiiiiee s e ee e e e e e emem e e ee s 4.4 4.9 5.3 5.7
Public adminiStration ..........cccccooiiiiiieemme e e 1.9 2.0 2.0 2.0
Community, social and personal services (exclugingjic

AAdMINISTFALION) L.eeiiiiiiiiee et r e e 9.0 9.6 9.6 9.5
Less: Financial intermediation services indireatigasured.................. 35 38 36 36

Source: Central Bank of Costa Rica
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Gross Domestic Product by Industry
(percentage change from previous year, at con$f91t prices)
2008 2009 2010 2011

GroSS DOMESHIC PrOGUCT ....cciiiiiiiieeieimmemmm ettt ettt e st e e e nan e e e e ee e s 2.7%1.0)% 4.7% 4.2%
Plus: Taxes (Net Of SUDSIAIES) ........vviiiieeeee ettt e 41 (4.7) 54 45
Taxes 0N Products and IMPOIS .......ccccceeeeeii i e e e e e e e e e e s e e e aeeeees 3.3 (5.0 59 43
YU 1S o 11T o) g I ] (T [ o £SO (1.5) (7.0) 9.4 3.2
Gross Domestic Product BaSiC PFICES ... e eeieieiiiiieieeereeaeaesesssseiiarieereeaee s s e s eennsnsnnnnees 26 (0.7) 46 4.2
Agriculture, forestry and fiShiNg ..........oocoriiioi (3.2) (2.8) 6.4 1.1
L1 g PSSP (5.6) 14(2) (6.9) (0.7)
Industrial MANUFACTUIING ....eviieiiiiie i cmmmere e et e e (3.7) 3.9 3540
(@0 0153 {11 o3 1T o I PRSP 14.6 (3.0) (3.6) (4.0
EIECLNCItY QN WALET ...oiiiiiiii et e ees et r e e e e e e e st e e e e eaaeeeaeaeananes (0.6) 3326 12
Wholesale and retail commerce, hotels and resteBIran............ccccoovcvveveenenineeecscmemeeeenn 3.4  (6.0) 42 43
Transportation, warehousing and telecommuniCatiQnS............ooccvveeririieeeecinrieee e 76 30 64 74
Financial intermediation and INSUFANCE ... 86 5.0 16 43
R T= L] = L SR E TP SPR 50 24 35 39
Other DUSINESS SEIVICES .....iiiiiiiiiiii i immeeeee ettt ettt e s e e bbb e e e e sibbeeeeeae 121 9.4 133 121
PUDBIIC adMiNISIFAtION .......eiiiiiiiiii e eeeeee ettt e et 4.7 5.2 3.5 15
Community, social and personal services (exclugiglic administration) ............ccccccceer... 4.4 51 4.4 3.0
Less: Financial intermediation services indireatigasured ................ccccccociviiivnme. 85 6.1 0.4 4.7

Source: Central Bank of Costa Rica

Industrial Manufacturing

The industrial manufacturing sector was the largestor of Costa Rica’s economy in 2011. The sector
grew by an estimated 4.0% in 2011 primarily du¢ht® dynamic behavior of firms in tax-free zones2010, even
though the industrial manufacturing sector grew3dtB26, the second half of the year was marked higraficant
deceleration in activity due to the slowdown in€iign sales by Costa Rican companies. In 2009, nttestrial
manufacturing sector contracted 3.9%, mainly bezadisa decrease in domestic demand for these typgsods.

In 2008, the industrial manufacturing sector cactgd 3.7%, mainly due to the effects of the gldbadncial crisis
that resulted in a slowdown in external and doroetgimand for final products and industrial inputs.

Between 2008 and the first half of 2012, exportsrirfree trades zones were, on average, 52% of total
exports. The value of exports from free trade zoneased by 8.5% in 2011 compared with 2010, grilsndue to
increased sales of electronics and microprocesbo2910, the value of exports from free trade zoinereased by
6.0% compared with 2009, primarily due to increasabts of printer accessories, miscellaneous fooduats,
machinery and electronics, furniture and metal ssmges. As a consequence of the global financisis¢ exports
from free trade zones decreased by 3.9% in 200%ared with 2008. In 2008, lower production by ftezde
zones was associated with reduced manufacturimgtgén the high technology industry, but was @ff$y growth
in exports of medical devices.
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Transportation, Warehousing and Telecommunications

The transportation, warehousing and telecommuicatsector was the second largest sector of Costa

Rica’s economy in 2011. The sector grew 7.4% in12@ainly as a consequence of the policy decisioopen up

the telecommunications sector to the private seethich resulted in increased demand for cell sewi(pre-paid

and post-paid), internet phone service and theecaimdem internet services. In 2010, the sector 3eifo,
primarily due to an increase in demand for serviodsd to international trade (transport of goodsll a rebound

in the inflow of tourists that resulted in an in@se in car rental services, air tickets, travelnages and marine
transport. In 2009, the transportation, warehousimgj telecommunications sector grew by 3.0%, piilpneecause

of the slowdown of demand caused by the globahfiral crisis. The sector grew by 7.6% in 2008.

Telecommunications.The telecommunications segment of the transporatisvarehousing and
telecommunications sector is controlled by ICE,sbke provider of fixed-line telecommunicationsvéegs in Costa
Rica, together with its subsidiafgadiografica Costarricense Sociedad Anoni{fRACSA”).

In 2011, cellular services were opened to the peiwector. While ICE is still the largest carrigrnow
competes with two new carriers, Claro and Movistar.

Domestic Service ICE’s domestic telephone network includes a tdgpacity transport network that
connects the different exchanges within the counfriie access network connects the customers texitteanges.
The following table sets forth certain basic indica of the Costa Rican telephone system at tresdadlicated.

Telephone Syster

200¢ 200¢ 201C 2011
Fixed lines in SErvice ............cccvevresmmmmnreeeen 1,437,733 1,499,601 1,065,616 1,147,295
Fixed lines in service per 100 inhabitants ....... 323 333 23.4 26.7
Number of public telephones.................ceeue-. 36,489 22,268 20,240 N.A.
Pending applications............c.ccccveeiicemenenn. 90,275 77,978 41,837 N.A.

Source: Viceministry of Telecommunications

Costa Rica’s domestic telephone network decreasad 1.4 million fixed lines installed at Decembdr, 3
2008 to 1.1 million fixed lines at December 31, 201

Cellular Services Until November 2011, ICE was the sole providérwireless telecommunications
services in Costa Rica. ICE’s wireless servicesehawen active since April 1994. In 2010, the nekwmad an
installed capacity of 1.5 million lines. As of Naaber 2011, ICE is no longer the sole provider diuta services
as the market has been opened to private cartietsas Claro and Movistar. As of September 30, 2all2Zellular
demand was being met.

As of December 31, 2011, there were a total ofmilion wireless subscribers. This correspondsto

cellular density of 103.2 subscribers per 100 iifaas. The following table sets forth the numbésubscribers
and ICE’s cellular revenue for the periods indidate

Cellular Revenues

Cellular Subscribers Cellular Revenue
Year Cellular Subscribers per 100 inhabitants (in_ millions of colones)
2006 ... 1,443,717 33.37 170,567
2007 woeeeiiieeiiee e 1,508,219 34.36 177,050
2008 ... 1,893,944 42.55 192,492
2009 ..o 1,961,359 43.49 143,352
2010 ..ceiiiieeiiie e, 3,128,375 68.55 N.A.
2011 oo 4,440,601 103.23 N.A.

Source: Viceministry of Telecommunications
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Transportation The Government recognizes the complementary teffaasportation has on economic
growth. The current principal components of thaesportation system include the following:

Airports. Costa Rica has four international airports, J8antamaria International Airport in San José,
Daniel Oduber Quirés in Liberia, Tobias Bolafios Ravas and Limén International Airport in Limén. See
“—Government Participation in the Economy; Deretjota and Concessions” for a description of ceriiport
concessions.

Roads Costa Rica has a roadway system composed of @8%jfi8neters, of which 10,097 kilometers, or
25.3%, are paved. The rest of the system is mbdellast and earth.

Port Facilities Thelnstituto Costarricense de Puertos del PacifiGmsta Rican Institute of Pacific Ports,
or INCOP) administers the port complexes of Caldard Puntarenas. The harbor complex of Calderaistenst
three wharves with an aggregate gross registry.®h8llion tons. The harbor complex of Puntarepassists of
two wharves, which are mainly used for cruise ship2011, approximately 120,000 tourists arrivédha harbor
complex of Puntarenas. INCOP also administers tieterminals of Punta Morales, Quepos and Golfito.

The Junta de Administracion Portuaria de la VertientdldAtica (JAPDEVA) administers the port
complexes of Limén and Moin. The harbor complextioion consists of three wharves with an aggregatss
registry of 7 million tons. The Moin harbor consisf three posts with an aggregate gross regist@:2 million
tons. See “—Government Participation in the Econobsregulation and Concessions” for a descriptibnestain
port concessions.

Rail Facilities The railroad system opened 150 years ago andityhef San José began its own rail
service in the first half of 1900. The railroadteys in Costa Rica is relatively large and contirsinom coast to
coast. Currently, Costa Rica’s railroad system ist&0f 270 km of active track, with 93 kilometattrack in
operation from San José to Caldera, 3 kilometetsagk in operation from San José to Empalme, lIahieters in
operation from Heredia to Curridabat and approxétyat 60 kilometers of track serving the Caribbegricaltural
region. Since 2009, the Government has been workingertain sections of the system in the Greatetrdpolitan
Area to unite the four capitals of the Central ¥glby a rail system. In 2010, 1,886,261 passengers transported
by the railroad system.

Wholesale and Retail Commerce, Hotels and Rest&ran

The wholesale and retail commerce, hotels and uesits sector, which captures a substantial pordfon
Costa Rica’s gross tourism receipts, was the tlirgest sector of Costa Rica’'s economy in 2011s Beictor has
generated, on average, approximately 15.5% ofG&d& since 2008 and represented 15.3% of real G2P1d.

The wholesale and retail commerce, hotels and uestts sector grew by an estimated 4.3% in 2011 and
by 4.2% in 2010, primarily due to the rebound imremmic activity after the global financial crisiEhis sector
contracted by 6.0% in 2009, principally as a reefithis sector being affected by the decline imded due to the
global financial crisis. This sector grew by 3.4%2008.

Tourism has been a major source of foreign currdacyosta Rica from 2008 through 2011, surpassing
aggregate exports of traditional products (banaceaffee, beef and sugar) in 2011. Thstituto Costarricense de
Turismo(Costa Rican Institute of Tourism) is the princigalvernmental entity responsible for the promotiow
regulation of the tourism industry.

The Government has developed a number of initiatteegpromote tourism over the past two decades. The
tourism industry has expanded rapidly during tlegqu, although the sector was significantly aféelcby the global
financial crisis and its recovery has been gradual.

During the six months ended June 30, 2012, Costa Rosted approximately 857,000 foreign tourists
arriving by air, an increase of approximately 6.8%m the number of foreign tourists arriving by during the
same period in 2011. During the six months ende B0, 2012, tourists visiting Costa Rica by adrevprimarily
from the following regions: North America (71.2%rope (13.4%), Central America (5.6%) and Asia¥d).
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In 2011, Costa Rica hosted approximately 2.2 mmillioreign tourists, an increase of 4.4% from 20h0.
2011, each tourist spent an average of approxign&t8$906 per visit.

In 2010, Costa Rica hosted approximately 2.1 nmillioreign tourists, an increase of approximateBg®.
over 2009. In 2009, Costa Rica hosted approximateéymillion foreign tourists as compared with appmately
2.1 million tourists who arrived in 2008, a deceea$ approximately 8%, mainly due to the internadilofinancial
crisis.

The following table sets forth certain informatiotith respect to the number of tourists and excuists
and the amount of tourism and excursion receiptth® periods indicated.

Tourism
Amount Tourists
(in millions of US$) ~ % of pp  (inthousands)
2008 .......................................... $2’1741 73% 2,089
20009, .. 1,805.8 6.2 1,923
2010 1,8576 5.1 2,100
2010 ., 1,985.4 4.8 2,192

Source: Costa Rican Institute of Tourism

Community, Social and Personal Services

The community, social and personal services seafdttiie economy was the fourth largest sector oft&Cos
Rica’s economy in 2011 and consists of all publid grivate health, education, entertainment, clearand
domestic and professional association servicese aMerage annual growth rate of this sector betv2@&8 and
2011 was approximately 4.2%.

In 2011, this sector grew by 3.0%, principally daean increase in the quality of services relatecatlio
and television, and leisure activities relatedgorts, concerts, artistic events and medical amdatiservices related
to tourism. In 2010, this sector grew by 4.4%, gipally due to leisure services and medical tourism

In 2009, this sector grew by 5.1%, mainly as altesflcertain international companies establistsegvice
centers in Costa Rica. In 2008, this sector grgwtd%, principally due to a dynamic internatioeaionomy,
especially in the first half of the year

Agriculture, Forestry and Fishing

The agriculture, forestry and fishing sector wass fifth largest sector of Costa Rica’s economy @12
Agriculture, forestry and fishing generated appneadely 8.9% of real GDP in 2011. In 2011, the agture,
forestry and fishing sector grew by 1.1%, compaséti a growth of 6.4% in 2010, mainly due to adeevgeather
conditions that affected bananas, pineapples awkfls. Costa Rica’s principal cash crops are eptbananas and
sugar cane -- the majority of which are grown fepat. Costa Rica’s other principal agriculturabgucts include
beef, milk and poultry. During the past decadest@drica has maintained a surplus trade balanderesdpect to
agricultural products. As of June 30, 2012, tiadal agricultural exports increased to an estith&t&8%$768 million
and imports increased to an estimated US$220 millio 2011, this sector accounted for approximafel%e of
total exports and approximately 14.1% of domestipleyment in 2011.

In 2010, this sector grew by 6.4%, principally diwean increase in melon production, more favorable
weather conditions for the production of pineappled the increase in acreage for the productiobaofinas that
previously had been flooded at the beginning of®20During 2010, traditional agricultural expongieased to an
estimated US$1.1 billion and imports decreasedtestimated US$355 million.
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In 2009, this sector contracted by 2.8%, principale to adverse weather conditions. Almost 4,500
hectares of planted bananas were either floodesuffered plagues, resulting in an increase in pcdao costs.
During 2009, traditional agricultural exports deeld to an estimated US$922 million and agricultungborts
decreased to US$358 million.

In 2008, this sector contracted 3.2%, principalle do a decrease in the production of melons andrizs
as a result of crops affected by plagues and adweesther conditions. During 2008, traditional ewgjtural exports
increased to an estimated US$1.1 billion and ingpiotreased to an estimated US$512 million.

Bananas. For the past decade, Costa Rica has been the flaugbst exporter of bananas in the world
according to the Food and Agricultural Organizati@osta Rica's banana plantations are situateth@Caribbean
plain and the southern Pacific coast. Historicallgnana exports have been subject to fluctuatingeprin the
international markets. The average price per matm of exported Costa Rican bananas was US$32008,
US$382 in 2009, US$390 in 2010 and US$389 in 2011.

For the six month period ended June 30, 2012, dhesvof exports (f.0.b.) of bananas decreased @ 30
US$399 million as compared with the same perio2l0hl, representing 7.2% of total value of expdrtsl{.). This
decrease was principally due to a 4.3% decreatbeifio.b. price for bananas.

In 2011, the value of exports (f.0.b.) of banamasaased by 7.0% to US$752 million, representirgsor.
of total value of exports (f.0.b.), principally dte a 2.5% increase in the volume of banana expdrte value of
exports (f.0.b.) of bananas increased by 13% toA0S$nillion in 2010, representing 7.4% of totalualbf exports
(f.0.b.), principally due to a 1% increase in thie@ of bananas on the international market.

The value of exports (f.0.b.) of bananas decrebygeld% to US$622 million in 2009, representing 7.6
total value of exports (f.0.b.), as compared wi@®&, principally due to an 8.4% increase in thebf.grice for
bananas and a 16.7% decline in the volume of baegparts. The value of exports (f.0.b.) of bananasecased by
2% to US$690 million in 2008, representing 7.3%tatfl value of exports (f.0.b.), principally due &13.2%
decline in the f.0.b. price for bananas and a 9d&#ine in the volume of banana exports.

Coffee. For the year ended December 31, 2011, Costa Raduped the fourth largest coffee harvest in
Central America and the fourteenth largest harireshe world according to th@rganizacién Internacional del
Café(the “International Coffee Organization”). The higt quality of Costa Rican coffee is produced e @entral
Valley region and the nearby highlands known a<Zibrea de los SantqZone of the Saints).

Historically, coffee exports have been subjectdtatile prices in the international markets. Cd3tea is a
member of the International Coffee Organization.

According to thelnstituto de Café de Costa Ri¢€osta Rican Coffee Institute), the volume of ceffe
exports was 1.3 million bags (60Kg each), comparét approximately 1.2 million bags in 2010. In 20Ghe
volume of coffee exports was 1.1 million bags offe® The average price of Costa Rican coffee d#gpo
(measured per quintal) was US$284 in 2011, US$A2910, US$143 in 2009 and US$140 in 2008.

For the first six months of 2012, coffee exportnéags reached US$297 million, an increase of 11.3%
compared with the same period in 2011. In 2011feeoexport earnings increased by 46% to US$375amill
representing 3.6% of total value of exports (f)o.primarily due to an increase in the internatiqméce of coffee.

In 2010, coffee export earnings increased by 11%93$8$258 million, representing 2.7% of total valdeesports
(f.0.b.). In 2009, coffee export earnings decrease@4% to US$232 million, representing 2.6% oftotalue of
exports (f.0.b.), primarily due to the global firéad crisis.In 2008, coffee export earnings increased by 21% to
US$305 million, representing 3.2% of total valueegports (f.0.b.).

Other Business Services

The other business services sector of the econaasytiwe sixth largest sector of Costa Rica’s econiomy
2011 and consists of publishing, computer programgnaind consulting, legal and accounting, sharedcssy, back
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office, architectural and engineering, advertisangd market research, rental and leasing, employragehcy,
security and investigation, building and landscgpiand call center services. The average annoaltrrate of
this sector between 2008 and 2011 was approximaie6fs.

In 2011, this sector grew by an estimated 12.1%cjpally due to the growth in call center services
shared services centers and information technadegyices. In 2010, this sector grew by 13.3%,gipialy due to
an increase in corporate consulting services. 1892@his sector grew by 9.4%, principally due tataie
international companies establishing centers ofaifmn in Costa Rica. In 2008, this sector grewi Byl %.

Financial Intermediation and Insurance

In 2011, the financial intermediation and insuraseetor grew by 4.3% due to higher credit grantgd b
commercial banks and the expansion of the insuraector. In 2010, the financial intermediation amsurance
sector grew by 1.6%. In 2008 and 2009, the fir@lrintermediation and insurance sector grew by 8a6i%h 5.0%,
respectively. For a more detailed discussion of dhtvities of this sector, see “Monetary System+ndFicial
Sector.”

Instituto Nacional de Segurddlational Insurance Institute, or INS), the stabtmed insurance company,
was established in 1924 to operate the insurande@nsurance industry in Costa Rica. Until 2008S Iwas the
only insurance company authorized to operate inta&CBsca. INS offers a wide range of products anuises,
including life insurance, health insurance and propand casualty insurance. INS also operatesrthedatory
workers’ compensation insurance program. As of bessr 31, 2011, INS had total assets of US$1.00hilliINS
invests its assets principally in debt securitiésh®e Government and the Central Bank and maintairsmall
portfolio of debt securities of companies listedtbeBolsa Nacional de Valores S.@National Stock Exchange”).

Construction

The construction sector contracted by an estimdt€d6, 3.6% and 3.0% in 2011, 2010 and 2009,
respectively, primarily due to the decline in thmuking market. The construction sector grew by %4i6 2008,
primarily due to the growth in the economy thatnstiated real estate prices.

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

Private construction primarily includes real estateluding the construction of new homes, comnarci
warehouses, retail centers and office parks. Timeuat of the contribution of private constructiom the
construction sector in any period is significantigpacted by prevailing interest rates and the prioé raw
materials.

Consejo Nacional de Vialida@@CONAVI"), which is responsible for the nationlighway system in Costa
Rica, and ICE, the state-owned electric power atetdbmmunications provider, are the main publicscomers of
construction services.

During years in which significant construction oaimtenance projects are undertaken by CONAVI or its
concessionaires, these projects make significantribotions to the results of the construction secfor a
description of significant recent projects and gct§ planned by CONAVI, see “Government Particgatin the
Economy; Deregulation and Concessions—Concessions.”

ICE constructs, directly or through contractorsdioglectric, thermal and other electric power Haas
well as the transmission and distribution linesassary to transport its electric power.
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Electricity and Water

As of June 30, 2012, almost 80% of the electric gowltilized in Costa Rica was generated by
hydroelectric plants, mainly owned by ICE. As 0héw0, 2012, the total electric power generatigracdy of the
Costa Rican electricity sector was 9.8 million megts.

The electricity and water sector grew by an esgémhdt. 2% in 2011, 2.6% in 2010, 3.3% in 2009 an@w0.6
in 2008. The compound annual growth rate of thisasebetween 2008 and 2011 was approximately 2.4%.

Government Participation in the Economy; Concessios

During the past decade, the Costa Rican Governhestvorked to promote competition in the economy
by opening various industries, which have beerolistlly controlled by the Government, to privatricipation
and supporting private sector participation indeenomy generally. Over the last five years, tbegenment has:

* opened the insurance industry to private participat
 opened the telecommunications sector to competitind
« eased regulations to allow for private sector itmesit in electricity generation.

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

* regulate and proscribe large- and small-scaleamtipetitive economic behavior, including corruption
» promote consumer protection and education; and

* support the creation and success of small busiaesse

Government Participation in the Economy

The Republic supports the participation of privaeterprise in most sectors of the economy, but
historically has retained control of certain stgateand other important segments through state-dvaoenpanies.
The Government has controlled, directly or indigabil refining, the generation, transmission aisttribution of
electric power, telecommunications, insurance, waie sewage services, the postal service, raispartation and
the production of alcohol (other than beer and vin€he Government also operates commercial ban#stize
principal ports. Nevertheless, the Republic hasuia#ten a process of promoting competition witlvate business
in sectors such as telecommunications and insurance

Petroleum. Costa Rica has no domestic sources of hydrocanbels.Refinadora Costarricense
de Petroleo(Costa Rican Oil Refinery, or “RECOPE?”), the statened and sole petroleum refinery in Costa Rica,
is responsible for the development and supervisicdhe Costa Rican petroleum sector and is theisgberter and
refiner of combustible fuels. RECOPE’s revenugsesented approximately 7.4% of GDP in 2011, coexgbarith
6.9% of GDP in 2010.

Telecommunications and ElectricityCE, the state-owned telecommunications and eteptiver
company, is the largest commercial electricity girise in Central America, with total revenues eglént to
approximately 6.1% of Costa Rica’s GDP in 201CElis an integrated power utility, generating, sraitting and
distributing electric power throughout Costa Rica.
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In 2011, provisions in the DR-CAFTA ended the marigthat ICE held in cellular services, although
fixed-line service continues to be monopolized 61 Two new carriers started cellular service opema during
2012 in Costa Rica, Claro and Movistar.

The Government has permitted the generation of pdwehe private sector from hydroelectric and non-
conventional facilities, so long as the amount gateel does not exceed 20 MW per company and aregaigr of
15% of the total installed electricity generatingpacity of Costa Rica. Electric power generatedphyate
companies must be for self-consumption. Privatepganies must sell any excess electric power thegrgeée to
ICE.

ICE has been executing an aggressive investmergraro with hydroelectric projects such as the
Reventazén dam and the El Diquis dam, which arearp to increase ICE’s installed capacity by 92gawatts
in the coming years.

Insurance. Until 2008, all insurance activities (insurance aethsurance) were conducted by the
National Insurance Institute (the “INS”). It hadvemues representing 2.5% of GDP in 2011. As a tesul
compliance with DR-CAFTA, the Government openedhginsurance sector to competition and endedNises|
monopoly. At December 31, 2011, the insurance semasisted of 11 insurance companies, of whichasix
personal insurance companies, four are mixed inseraompanies and one is a general insurance cgmpan

Commercial BankingThe Government participates in the financial sawisector, in competition
with the private sector, through three indepenadmmbmercial banks whose combined total revenuessepted
approximately 3.4% of GDP in 2011. See “Monetargt8m—Financial Sector”.
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The following table sets forth certain informatiaith respect to the principal entities controlleg the
Government and their revenues and expenditurebéoyear ended December 31, 2011.

Principal State-Owned Corporations
and Autonomous Institutions
(in millions of U.S. dollars and as a percentag&biP)

For the Year Ended December 31, 2011

Total
Company Acronym Activity Revenues Total Expenses Net Income
Refinadora Costarricense de RECOPE Refining and
Petrdleo importation of
petroleum $3,025 7.4% $3,021 74% $ 4 0.0%
Instituto Costarricense de ICE Electricity and
Electricidad telecommunications 2,487 6.1 2,531 6.2 (44) (0.0
Instituto Nacional de SegurosINS Insurance
1,010 25 785 19 224 0.5
Banco Nacional de Costa BNCR Commercial Bank
Rica 768 1.9 730 1.8 38 0.1
Banco de Costa Rica BCR Commercial Bank
498 1.2 446 11 52 0.1
Banco Crédito Agricolade BCAC Commercial Bank
Cartago 107 0.3 95 0.2 12 0.0
Junta de Proteccién Social deJPS Lotteries and social
San José services 257 0.6 264 0.6 7 (0.0
Insituto Costarricense de ICAA Water and sewage
Acueductos y Alcantarillados services 185 0.5 181 0.4 4 0.0
Consejo Nacional de la CNP Marketing of
Produccién agricultural products 54 0.1 61 0.2 (7) (0.0)
Instituto de Puertos del INCOP Ports
Pacifico 7 0.0 8 0.0 1) (0.0

Source: Ministry of Finance

Concessions

The Ley General de Concesion de Obras Publicas coni@esvPublicos(General Law of Public Works
Concessions and Public Services) createdCiiesejo Nacional de Concesion@gational Concessions Board) to
administer the awarding of concessions for puldlftastructure projects.

Over the past five years, the National ConcessBoerd has awarded concessions relating to airpoids
ports.

The Government has also considered, and in sones gaplemented, options for increasing privateaect
involvement in activities previously carried outleddg by the state. Mechanisms under review include
subcontracting, leasing, joint ventures, and peimgitprivate sector investment in turnkey projects.
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Airport Concession; Investment Management of AitrpServices at the Juan Santamaria
International Airport

The main international airport of Costa Rica isnJ@&&ntamaria. It was awarded in 1999, byGbetrato
para la Gestion Interesada de los Servicios Aerapios prestados en el Aeropuerto Internacionabu
Santamaria (Contract for the Investment Manageneénirport Services at the Juan Santamaria Inteioadl
Airport). It was recently awarded by the Airports Counctelnational (ACI), a Switzerland based organizgtis
the third best airport in its category in Latin Amca and the Caribbean.

In 2009, Aeris, a venture formed by HAS Developmé&urporation of USA, Airport Development
Corporation of Canada and Andrade Gutierrez CownessS.A of Brazil, obtained an assignment of thet@at for
the Investment Management of Airport Services a thuan Santamaria International Airport operation,
management, maintenance, rehabilitation, finanatogstruction and promotion. Following this assigminthere
have been several improvements in the airportrastifucture. Construction is continuing at the ntamminal and
is expected to be completed by 2015.

Daniel Oduber airport is an international airportdosta Rica, located in Liberia, the northwespart of
the country, close to the coast and in the mostijogourist area. In 2008, Coriport, an entity edrby MMM
Aviation Group, S.A., the ADC&HAS Aviation, S.A.Emperador Pez Espada S.R.lnversiones Cielo Claro
SRL, andCocobolo Inversiones S.R.lwas awarded a 20-year concession for the degignning, financing,
construction, operation, and maintenance of a nessgnger terminal at Daniel Oduber airport. As afo®er 30,
2012, Coriport has completed the first stage of pineject and the airport is operating in accordamdtn
international standards.

Highway Concessions

In 2001, the National Concessions Board awardefutopistas del Sol, a consortium composed of Sacyr
Vallehermoso, FCC Construction, M&S DI-MS Interioatal Development and Soares da Costa, a concefssion
the construction, operation and maintenance of &aut one of the most important routes to the Racifast. The
route is currently in service and has significaméguced the travel time to the Pacific coast, owprg commerce
and tourism in the area.

In 2012, the National Concessions Board plans toptete the assignment of a concession of a highway
from San José to San Ramoén to Construtora OASTItd.route is strategic because it is the main regde the
international airport of Juan Santamaria. The ptafeexpected to commence in the early part 08201

Port Concessions

The concession for the administration of the Caldsart in the Pacific was awarded in 2002. The sor
now operating satisfactorily and has significantbduced the loading and unloading times for shipsnf17
containers per hour to 40 containers per hour (f8p400 tons per day to 14,000 tons per day).

In 2011, APM Terminal, a subsidiary of AP Mallertisie A/S, was awarded a 33-year concession to
design, finance, construct, operate and maintanMbin Container Terminal at Puerto Limén, the miogiortant
port of Costa Rica. The port currently supports 80fihe international trade in the country and gueject is
expected to raise Costa Rica’s growth and intesnaticompetitiveness. Total investment in thequbjs expected
to amount to more than US$1.0 billion and commeres@nof construction is expected to begin in 201Be T
Government is planning to expand the roadwork cotimg to the port.

Employment, Labor and Wages

According to the 2012 Continuing Survey of Employmes of June 30, 2012, the Costa Rican laboeforc
consisted of approximately 2.2 million personsyespnting approximately 50.5% of the total popaolati
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In 2011, the unemployment rate increased to 7.7&nignas a result of the slowdown in productiorthie
restaurants and hotels sector and the fishingiaestbck farming sector.

In 2010, the unemployment rate was at 7.3% anc:tveis an increase of 23,106 of employed individuals
The sectors that recorded the highest growth inntlmaber of workers hired were the financial intediagon,
manufacturing, electricity, gas and water sectors.

In 2009, the unemployment rate increased to 7.88t) 4.9% in 2008, primarily due to the effects lod t
global financial crisis.

In 2010, the National Institute of Statistics depsd a new methodology for household surveys. All
statistics and data prior to 2010 are not compartibthe new series statistics and data from 20dGleereafter.

The following table sets forth certain informatiaith respect to the Costa Rican labor force asiefdates
indicated.

Labor Force and Employment®

2008 2009 2010 2011
Labor Force .................. 2,059,613 2,121,452,051,696 2,154,545
Employee.......cccccceeeene. 1,957,708 1,953,501,902,164 1,989,530
Unemployed ................. 101,905 165,944 1395 165,015
Unemployment Rate...... 4.9 7.8 7.3 7.7

(1) Figures prior to 2010 are not comparablegariés from 2010 and
thereafter because of a change in methodology,gpifyrthe inclusion of
additional data after 2010, by the National Institof Statistics.

Source: Central Bank of Costa Rica

Because the Government’s employment survey is takign once per year in the month of July, it maty no
reflect the impact of cyclical employment trendscts as those that may occur among coffee growedsotrer
cyclical industries, and may lag behind currentditbons.

According to Costa Rica’s 2011 National HousehaldvBy, as of July 31, 2011, private economic afgtivi
employed approximately 1.7 million people, repréisen78% of the labor force, compared with 1.6 ioiil people
as of July 31, 2010, representing 78% of the ldbore at that time. Attracted by employment oppoitias in
Costa Rica, immigrants from Nicaragua form a sigaift portion of the labor force in constructiorgnuestic
services and agriculture in Costa Rica. Migrantkecs are required to obtain a work permit from @m/ernment
and contribute to social security. In 2012, the &ament approved the issuance of immigrant visdsuginesses
that establish a presence in Costa Rica.

Employment in the private sector is generally dt;védlthough employers must compensate employees
terminated without just cause. Such compensaticludies a notice of dismissal and a severance paybased on
the number of years of service up to eight yeaasation days not enjoyed and proportional Christbmasis. The
Constitution requires that minimum wages be fixedeach sector. Subject to this limitation, empleyand
employees are free to set wages and salaries. iatg@rsector, minimum wages are adjusted twice ar.ye
Employees may enter into collective agreement nrashes and direct arrangements for collective baiggi of
their salaries or may make use of wages and saldniyration mechanisms. Costa Rican law providedegtion
against the dismissal of pregnant women and preadeitional employment benefits to the disabled.

Public sector employees may be terminated onlyjdist cause. Wages and salaries of public sector
employees are subject to two annual cost of livatjustments. Since 1978, Costa Rican law has ptedib
collective bargaining by public sector employees;ept in specific institutions which had collectibargaining
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agreements in effect prior to 1978. In additione tBupreme Court eliminated arbitration of publictee
employment disputes in 1993.

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

Average Monthly Wages

(in U.S. dollars)
As of June 30,

2008 2009 2010 2011

All SECOrS....oovveiieeciieciieeins $554.8 $593.6  $699.7 $801.6
Privates enterprises................ 533.8 546.6 650.7 731.5
Domestic services.................. 209.0 210.8 45.2 272.2
Autonomous institutions........ 1,217.0 1,365.0 ,53¥.9 1,821.8
Government.........ccccveveeeeeeeenn. 879.6 1,654 1,265.7 1,526.5
Self-employed..........cccceeeeeen. 247.6 237.8 291.4 335.1
Special agreements................. 149.3 141.6 9.20 251.9
Source: Caja Costarricense del Seguro Sofalsta Rican Social Security
Fund)

Poverty

Costa Rica has one of the lowest poverty ratesatinlAmerica, primarily as a result of its investihén
social programs. Historically, Costa Rica has pied social assistance and housing to poor familiesugh
FODESAF which is funded primarily with sales tawerues. The Government has undertaken initiatives t
restructure FODESAF with the goal of further stittieping FODESAF's operations. These initiativesaesigned
to improve the efficiency of its anti-poverty efferthrough decentralization and specializationestain programs
and monitoring and evaluating the social programgperted by FODESAF, and include program evaluation
financial auditing and cost controls.

The following table sets forth certain informatiaith respect to Costa Rican poverty rates as ofitites
indicated.

Poverty Rates"

2008 2009 2010 2011

Total Population ............ccccccvvvvvieeennn. 100.0% 100.0% 100.0% 100.0%
NON-POVEIY.....covviviieriiieiirieet s e 79.3 78.3 78.7 78.4
POVEIY....ooiiiiiiiiiiiec e 20.7 21.7 21.3 21.6
Non-extreme poverty................. 16.4 16.5 16.8 16.9
Extreme poverty.......ccccccceeeeenn. 4.3 5.2 4.5 4.7

(1) Figures prior to 2010 are not comparable guries from 2010 and thereafter because of a
change in methodology, primarily the inclusion afd@ional data after 2010, by the National
Institute of Statistics.

Source: National Institute of Statistics.
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BALANCE OF PAYMENTS AND FOREIGN TRADE

Balance of Payments

At June 30, 2012, Costa Rica’s capital accountlsarpxceeded its current account deficit, resulimg
US$117 million increase in the Central Bank’s meéinational reserves. Net international resert@sdsat US$4.9
billion at June 30, 2012, equivalent to approxirlyaBe4 months of imports.

In 2011, Costa Rica’s capital account surplus exedeéts current account deficit, resulting in a W3&4
million increase in the Central Bank’s net inteioasl reserves. Net international reserves of tast@l Bank stood
at US$4.8 billion at December 31, 2011, equivaterggpproximately 4.9 months of imports for thatryea

In 2010, Costa Rica’s capital account surplus exedeéts current account deficit, resulting in a B6%.1
million increase in the Central Bank’s net interoasl reserves. Net international reserves of taet@l Bank stood
at US$4.6 billion at December 31, 2010, equivater@gpproximately 3.5 months of imports for thatryea

In 2009, Costa Rica'’s capital account surplus ededéts current account deficit, resulting in a @6%.5
million increase in the Central Bank’s net inteioasl reserves. Net international reserves of tast@l Bank stood
at US$4.1 billion at December 31, 2009, equivatergpproximately 5.7 months of imports for thatryea

In 2008, Costa Rica’s current account deficit edegkits capital account surplus, resulting in a 8485
million decrease in the Central Bank’s net inteiorel reserves. Net international reserves of teat@l Bank
stood at US$3.8 billion at December 31, 2008, eajaivt to 3.9 months of imports for that year.

Current Account

At June 30, 2012, Costa Rica’s current accountciefias 1.6% of annual GDP, consistent with the
buoyant economic activity experienced during thstfhalf of 2012 and the increase in the tradecdeflhe
increase in the trade deficit reflected an incre@s®il imports and imports of raw materials arehsumer goods
demanded by a growing domestic economy.

In 2011, the current account deficit increased 8212 billion (5.3% of GDP), from $1.3 billion (3%of
GDP) in 2010. The increase in the deficit is maidle to the increase in imports of 19.4% as a reduhigher
international oil prices and an increase in thedrhpost of raw materials and consumer goods. Egpocreased by
9.7% in 2011, mainly as result of an increase ipogts of electronic components. The services balamew by
21%, as a result of the increase in companiesifac#ét Costa Rica seeking to benefit from the cogsthighly
skilled labor force and accessible geographic lonat

In 2010, the current account deficit increased ®$U3 billion (3.5% of GDP), from US$576 million
(2.0% of GDP) in 2009. The gradual rebound of extedemand in 2010 triggered an increase in exmdrgoods
and services. Import growth, however, was highantthat of exports. The current account deficit \w@adirect
consequence of a combination of different factarshsas higher international oil prices and impastsraw
materials, as well as high domestic demand for wmes goods. The services balance also grew by 20riginly
due to increases in tourism services and busimass@mputing services.

In 2009, the current account deficit declined tdb8%6 million (2.0% of GDP), from US$2.8 billion 86
of GDP) in 2008. The international economic crisipacted economic activity significantly, which wéed in a
larger decline in imports than exports. Importsrdased because domestic demand slowed significhméigntories
were used to supply the local demand and pricesmwimodities, including oil, raw materials and gsaidecreased
significantly. Despite the global economic slowdewome export sectors displayed increased sa@309, such as
software production and call center services.

In 2008, the current account deficit increased 8$%2.8 billion (9.3% of GDP) from US$1.6 billion 8%
of GDP) in 2007. The increase in the deficit wasnhyadue to higher international oil prices andaer imports of
raw materials, capital goods and consumer goodpoiEx grew by 2.9% in 2008, mainly due to highdesaf
agricultural and manufactured goods.
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Capital Account

At June 30, 2012, the capital and financial accaumplus totaled US$869 million, mainly as a resilt
private capital flows channeled through foreignedir investment and amortizations by non-financiablic
enterprises, including cancelling of commercialddréines with suppliers. The increase in capitet@unt inflows
implied an accumulation of US$116.6 million in im&ernational reserves, reaching 11% of the 20bjepted GDP
(equivalent to 4.4 months of imports).

In 2011, the capital and financial account surphas US$2.6 billion (6.3% of GDP), compared with
US$2.0 billion (5.5% of GDP) in 2010. The incre@sé¢he surplus is primarily explained by the inaean foreign
direct investment, which was US$2.2 billion in 20ddmpared with US$1.5 billion in 2010. In 2011 ,efign direct
investment was directly invested in industrial atits (33.1%), commerce (15.3%), real estate @),Gourism
(5.3%), agriculture (1.6%) and other activities.g34).

In 2010, the capital and financial account surpheseased to US$2.0 billion (5.5% of GDP) from U8S%7
million (2.4% of GDP) in 2009. Even though the GahBank and state-owned banks decreased thedeaftwith
non-residents, the Government and non-financialipudmterprises increased their liabilities withethest of the
world by a larger amount. International financiesaurce transfers reached US$776 million, inclugingS$521
million loan from the World Bank, a US$136 millidman received from the Central American Bank of iigmaic
Integration (CABEI) and a US$55 million loan frorhet IADB to the Government and the ICE. Amortization
outflows reached US$272.9 million, consisting of8184 million paid to various multilateral organipats, US$54
million paid to bilateral institutions and US$25liin paid to commercial banks. On the other hanidjate sector
flows had lower outflows compared with the previgesr as a result of lower levels of financial @tiens.

In 2009, the capital and financial account surplesreased to US$707 million (2.4% of GDP) from
US$2.5 billion (8.3% of GDP) in 2008, mainly due @entral Bank and Government amortizations in exads
received disbursements and the increase in capjtatriation as a result of increasing risk averdig international
investors.

In 2008, the capital and financial account surplesreased to US$2.5 hillion (8.3% of GDP) from U8$2
billion (9.8% of GDP) in 2007. As was the case D02, in 2008 Central Bank and Government amortnati
exceeded disbursements. The net outflows wereafproffset by the US$182 million increase in fapeidirect
investment in 2008. Foreign direct investment wagcted mainly to the industrial (26.7%) and agltictal
(21.5%) sectors of the economy.
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The following table sets forth Costa Rica’s balaatpayments for the periods indicated.

Current Account ..........ooovvveviieiiininnnnnnn.

Goods Trade Balance.......................
Exports (f.0.D.) oo
Imports (f.0.b.) ..o

Services Balance.........cccccccveveeeeeenn.

Captial and Financial Account.............
Capital Account ..........ccceeeeeeeeieiennnes
Financial Account...........cccccvvveeeennn.

Errors and OmisSioNS..........ccccevvevveeenn.
International Monetary ReserVes....

For the year Ended December 31,

Balance of Payments
(in millions of U.S. dollars)

2008
$(2,787)
(5013
8%
(589)
202,
4,083
(1,882)
(417)
420
(837)
244
707
(264)
2,487
7
am
(153)
2,633
48)(
348

2009

$(576)

(2,039)

8,838

(10,877)

2,188
3,593
(1,405)
(1,084)
219
(1,303)
359
593
(235)
707
58
649
3
646
129
(260)

2010

$(1,281)
(3,440)
9,516
(12,956)
2,537
4,320
(1,783)
(745)
199
(944)
366
606
(239)
1,986
54
1,933
(183)
2,115
(144)
(561)

2011

$(2,185)
(5,151)
10,383
(15,534)
3,210
4,990
(1,780)
(567)
214
(781)
323
593
(271)
2,557
22
2,536
(43)
2,578
(239)
(132)

For the

Six

months
ended
June 30,

2012
$(645)
(2,373)
5,945
(8,318)
2,005
2,922
(917)
(427)
121
(547)
150
291
(141)
869
4
865
(172)
1,037
(108)
(117)

(1) A positive number represents a decrease innat®nal reserves and a negative number repreaentgrease in

international reserves.
Source: Central Bank of Costa Rica

Foreign Trade

Costa Rica has adopted a trade policy that is deditp integrate the country into the global ecopofime
implementation of this policy is reflected largetythe increase in Costa Rica’'s exports, the difieasion of its
products, and the diversification of the marketsife products, the increase in foreign direct Btagent, and the
generation of employment by the export sector.

Three decades ago, Costa Rica was significantlermtdgnt on four traditional agricultural goods (eeff
bananas, sugar and beef). Today, the country expmdr 3,000 different products. The quantity aadety of
agricultural goods sold abroad has increased amdimcludes products such as watermelons, pineappiekns,
potatoes and ornamental plants. In addition, CB#&ta is exporting high-technology products, suclt@sputers,
medicines and medical equipment. As a result, the fraditional agricultural goods accounted fotyot2% of

Costa Rica’s total exports in 2011.
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Costa Rica has also increased its market diveasidic during the past decade. It exports to apprately
130 countries around the world. In 2011, approxatyaB8.1% of Costa Rica’s exports were sent toUinged
States, 17.9% to the European Union, 14.3% to @eAtnerica, 11.7% to Asia, and 4.7% and 2.5% arectid to
countries in the Caribbean and South America, cimdy.

Foreign trade in Costa Rica depends largely oretftmomies of the United States, the European Union
and other Central American countries, given thgtraximately 70.3% of total exports go to these arékhe
economic slowdown in those countries in 2009, togewith the uncertainty of the magnitude, duratowa impact
of the global economic crisis were important cadseshe external demand slowdown for Costa Ricguogs in
2009. Exports have rebounded in the past two yderwever, as Costa Rica adjusted its volume of #gpo
international market prices.

The following table sets forth information abouetkalue of Costa Rican imports and exports for the
periods indicated.

Merchandise Trade Balance
(in millions of U.S. dollars)

Exports Imports Merchandise

(f.o.b.) (c.i.f) Trade Balance
For the six months ended June 30, 2012............ $5,945 $8,318 $(2,373)
For the year ended December 31, 2011............... 10,383 15,534 (5,151)
For the year ended December 31, 2010.............. 9,516 12,956 (3,440)
For the year ended December 31, 2009............... 8,838 10,877 (2,039)
For the year ended December 31, 2008............... 9,555 14,569 (5,013)

Source: Central Bank of Costa Rica

Exports

In recent years, Costa Rica’s foreign trade haseghimportance. Changes in Costa Rica’s export mode
and the increased aggregate value of Costa Riedisnal production have meant that exports grewawgrage,
9.5% annually from 2007 to 2011. The expansiohigh-tech manufacturing in Costa Rica has beenrer@thby
the arrival of Intel and other companies, includingcent Technologies and Abbott Laboratories, whictve
assisted in the expansion and diversification efabuntry’s production for the local and externalrkets.

During the first half of 2012, services exportscfsias computer services, information processinginess
support and, to a lesser extent, tourism) showgwifgiant activity. During the first six months @012, services
exports grew by 12.6% compared with the same péni@d11.

In 2011, total exports (f.0.b.) grew by 7%. Durithg first half of 2011, the growth in exports was by
exports in manufactured goods (food products, reedall paper-paperboard products). During the sehatdf
2011, exports were driven largely by exports ofdpdérom free trade zones, such as electronic commgsrand
microprocessors. Exports of services related tinkess centers, call centers and tourism also iserka

In 2010, total exports (f.0.b.), including in-boadd free trade zone exports, reached US$9.4 hilhon
increase of 7.6% compared with total exports of 88%illion in 2009. The increase in exports weagpally due
to increased exports of free trade zone goods,hwhicreased 6% year-on-year. Traditional exportsdased by
17.3% in 2010.

In 2009, total exports (f.0.b.), including in-boadd free trade zone exports, reached US$8.8 hilkon

decrease of 7.6% compared with total exports of d&Hillion in 2008. The decline in exports was niyaidue to a
decrease in non-traditional exports by manufactuimdustries (12.3%) and in-bond industries (30%Xxports of
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traditional products also decreased, principallg do a decline in prices and a decrease in volufrexports of
international coffee, meat and sugar cane.

In 2008, total exports (f.0.b.), including in-boadd free trade zone exports, increased to US$8iénbi
The increase in exports was principally due tos&@6increase in non-traditional exports.

The following table sets forth the value of expdfts.b.) by principal products for the periodsitated.

Value of Exports (f.0.b.) by Principal Products andPercentages of Total
(in millions of U.S. dollars)

For the Six
Months Ended
For the Year Ended December 31, June 30,
2008 2009 2010 2011 2012
Traditional .......... $1,066.9 11.2% $921.7 .58 $1,081.1 11.4% $1,242.7 11.9% $767.6 11.9%
Bananas ........ 689.7 7.3 6224 71 7029 7.4 524 72 3991 7.2
Coffee ... 3050 32 2322 26 2575 273749 36 2974 36
Sugar cane ... 344 04 277 03 81.0 0.9 68.60.7 504 07
Beef oo, 378 04 394 04 398 04 674 04 207 04
Non-traditional ..... 8,436.8 888 7,862.0 89.5,369.0 886 91658 881 51916 881
Industry ........ 21647 228 1,899.0 21.6 289 225 24419 235 13182 235
Agricultural ... 1,0448 110 1,032.0 11.7 1,86. 11.7 11536 11.1 6837 111
Zone';reeTrade _______ 48663 512 46774 533 49590 525 53810 5BD71.9 517
In-bond ....... 3611 38 2536 29 1765 19 892 1.8 1177 18
Total oo, 9,503.7 100.0 8783.100.0 94481 100.0 10,4084 100.§959.2 100.0

Source: Central Bank of Costa Rica

Since the mid-1980’s, Costa Rica has continuedberdlize its economy. The promotion of exports as
well as export diversification has become the foofi€osta Rica’s foreign trade policy. Moreoventili2006,
Costa Rica’s exchange rate policy, through a craywlbeg regime, aimed to adjust nominal exchanges rat
accordance with the inflation rate differentialdvibeen Costa Rica and its principal trading partriersrder to
maintain the competitiveness of Costa Rican exp&tginning in 2006, the Central Bank transitiored of the
crawling peg regime and into a managed floatindherge regime with bands.

The Promotora de Comercio Exterior de Costa R{€axomoter of Costa Rican Foreign Trade) is charged
with designing and coordinating programs with respe exports and investments and has opened sfiite
Canada, Germany, Mexico, Chile, China, Trinidad dmtbago, Panama, Dominican Republic, Miami and New
York.

Imports

Over the past five years, the levels of Costa Riogworts have increased while the composition okéh
imports has changed. Imports (c.i.f) increased &y %, 25.9%, 19.1% and 19.5% in 2008, 2009, 201D2011,
respectively. Imports of raw materials and cag@bds have accounted for most of the growth, réfigéncreased
growth of the industrial manufacturing sector whichas contributed to the overall expansion of thenemy.
Imports of capital goods and raw materials, pritgafor the industrial manufacturing and construgtisectors,
accounted for 71%, 71%, 70%, and 67% of total ingior 2008, 2009, 2010 and 2011, respectively.
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At June 30, 2012, the increase in imports was altre$ the increase in the import of oil (US$80 lioih,
approximately 0.2% of GDP) and the increase in irtgoof raw materials and consumer goods.

In 2011, the imports of goods and services gre\@%?2 primarily driven by purchase of raw materiatsl a
consumer goods.

Imports (c.i.f.) increased by 19.1% to US$13.6idmillin 2010, compared with US$11.4 billion in 2009.
The increase in imports was principally due to &%2increase in imports of capital goods (prindipad free trade
zones) and a 21.4% increase in imports of consugpneds (principally durable goods). Imports of fuelsd
lubricants also increased by 25.6% in 2010, pritpais a result of higher oil prices.

In 2009, imports (c.i.f.) decreased by 25% to US$illion, compared with US$15.4 billion in 2008,
mainly due to the slowdown in economic activityaagesult of the international economic crisis. Tin@orts that
were most affected were raw materials and construchaterials, decreasing by 27.4% and 37.5%, ctisedy.
During the same period, commodity prices for oill gnains decreased.

Imports (c.i.f.) increased by 18.7% to US$15.4idullin 2008, compared with US$13.0 billion in 2007.
The increase in imports was principally due toraréase of 45.8% in imports of fuels and lubricaasilting from
an increase in the international prices of hydrocas. A 13.3% increase in imports of consumer gpadl6.1%
increase in imports of raw materials and a 14.4&ei@se in imports of capital goods also contribtibeithe increase
in total imports.

Costa Rica has no domestic sources of hydrocanhels.f Imports of crude oil and other fuels, asl\asl
all refining activities, are under the control dEROPE, a state monopoly.

The following table sets forth the value of impdxs.f.) by principal products for the periods icated.

Value of Imports (c.i.f.) by Economic Sectors and &centage of Tota

(in millions of U.S. dollars, except percentages)

For the Six
Months
For the Year Ended December 31, Ended June 30,
2008 2009 2010 2011 2012
Raw material........... $8,022.: 52.2% $5,826.: 51.1% $6,984. 51.5% $7,848.( 48.4%  $4,114.! 48.4%
Industry and mining. 7,510.6 48.9 5,468.4 48.0 6,629.8 48.9 7,408.0 45.73,894.7 45.7
Agriculture ........... 511.6 3.3 357.7 3.1 355.0 2.6 440.0 2.7 219.8 2.7
Consumer goot ........ 2,767.¢ 18.C 2,241 19.7 2,722 20.1 3,259.¢ 20.1 1,694. 20.1
Non-durable goods. 1,896.3 12.3 1,700.8 14.9 1,981.2 14.6 2,337.7 14.41,180.8 14.4
Durable goods....... 871.3 5.7 540.9 4.7 741.3 55 921.9 5.7 514.0 5.7
Capital good:............ 2,359.¢ 15.: 1,909.¢ 16.¢ 2,151 15.¢ 2,557.¢ 15.¢ 1,359 15.¢
Industry and mining. 1,830.8 119 1,576.8 13.8 1,766.7 13.0 2,103.6 13.1,134.1 13.0
Agriculture ........... 99.0 0.6 64.0 0.6 74.3 0.5 87.1 0.5 35.6 0.5
Transportatior ....... 429.¢ 2.8 269.2 24 310.¢ 2.3 367.1 2.3 189.¢ 2.8
Construction............. 525.0 34 328.0 2.9 351.9 2.6 460.5 2.8 244.9 2.8
Fuels and lubricants... 1,667.3 10.8 1,077.1 9.5 1,352.5 10.0 2,093.4 12.91,201.7 12.9
Others....ccoevvieenennns 30.¢ 0.2 11.¢ 0.1 6.2 0.C 0.z 0.C 0.1 0.C
Le)t: | 15,3725 100.0 11,394.7 100.0 13,569.6 100.0 16219 100.0 8,615.4  100.0

Source: Central Bank of Costa Rica
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Direction of Trade

The United States of America is Costa Rica’s mogpdrtant trading partner. In 2011, trade with the
United States accounted for approximately US$1ldobj or 13% of total exports, and approximatelp$4.8
billion, or 29.6% of total imports.

Trade with members of the Central American Commarkdt (CACM) has increased over the past five
years as the economies of these countries havarigecwore stable. Exports to CACM countries incrdase
US$1.2 billion during 2011, compared with US$1.0idn in 2010. Imports from CACM increased to US®7
million in 2011, compared with US$615 million in 20

Although, the DR-CAFTA became effective on Janubn2009, the agreement could not minimize the
effects of the global financial crisis on Costadiémports from the United States. In 2009, denfan€osta Rican
exports decreased approximately 21%. In subseyeamns, however, imports started to grow. CostalRimports
grew 29% and 26% in 2010 and 2011, respectively.

41



The following table sets for the value of expofts.p.) by country for the periods indicated.

Value of Exports (f.0.b.) by Country and Percentagef Total®
(in millions of U.S. dollars)

For the Six
Months Ended
For the Year Ended December 31, June 30,
2008 2009 2010 2011 2012
Central America..... $1,0059 10.6%  $8955 10.2% $1,009.8 10.7% $1,15319.1%  $609.9 10.2%
Guatemala......... 258.5 2.7 2425 2.8 269.3 29 295.2 2.8 151.2 2.5
El Salvador......... 203.9 2.1 161.9 1.8 193.0 2.0 212.9 2.0 116.0 1.9
Honduras........... 228.1 24 205.0 2.3 221.8 2.3 250.6 2.4 133.2 2.2
Nicaragua........... 315.5 3.3 286.1 3.3 325.7 3.4 395.3 3.8 209.6 35
North America........ 1,286.0 135 11,1625 13.2 1,312.0 13.9 1,446.6 13.870.4 14.6
Canada............. 35.7 0.4 31.3 0.4 62.7 0.7 554 0.5 22.0 0.4
United States...... 1,182.1 124 1,076.9 12.3 1,206.6 12.8 1,350.3 13.(8819.5 13.8
Mexico .............. 68.2 0.7 54.3 0.6 42.7 0.5 40.9 0.4 28.9 0.5
Caribbean
Countries.............. 94.3 1.0 88.7 1.0 82.0 0.9 91.3 0.9 43.9 0.7
Others Latin
America................ 662.5 7.0 591.3 6.7 685.3 7.3 788.9 7.6 433.2 7.3
Europe.......ccccunn... 1,051.1 11.1 956.6 10.9 1,046.6 11.1 1,157.4 11.1 98.66 11.7
Germany............ 146.1 15 93.9 11 106.3 1.1 116.0 11 60.6 1.0
Spain ......c..ueen... 55.0 0.6 40.0 0.5 41.7 0.4 43.8 0.4 34.8 0.6
Belgium and
Luxembourt ........... 269.2 2.8 256.¢ 2.¢ 266.: 2.8 208.2 2.C 110.f 1.¢
1221) A 117.¢ 12 120.( 14 131.¢ 14 133.¢ 1.2 91.2 1k
United Kingdom .. 115.8 1.2 106.3 1.2 142.8 1.5 241.6 2.3 1221 2.0
Other Europ ...... 347.( 3.7 636.( 7.2 357.% 3.8 414.1 4.C 279.C 4.7
1212 1.3 106.¢ 1.2 149.¢ 1.€ 175.% 1.7 103.2 1.7
29.0 0.3 14.1 0.2 16.9 0.2 17.6 0.2 9.5 0.2
6.S 0.1 6.C 0.1 11.2 0.1 19.C 0.2 12.7 0.2
85.% 0.9 86.t 1.C 121.5 1.3 138.: 1.2 81.C 14
4.8 0.1 8.7 0.1 7.5 0.1 12.4 0.1 6.9 0.1
10.¢ 0.1 11.C 0.1 19.5 0.2 12.¢ 0.1 2.9 0.C
39.€ 04 31.¢ 0.4 0.C 0.C 0.C 0.C 0.5 0.C
361.1 3.8 253.6 2.9 176.5 1.9 189.2 1.8 117.7 2.0
4,866. 512 4,677. 53.2 4,959.( 52.t 5,381.( 51.7 3,071 51.€

9,503." 100.C 8,783." 100.( 9,448.. 100.C 10,408.. 100.C 5,959..  100.C
(1) Exports from free trade zones and in-bond $tiiles are uncategorized as to destination.
Source: Central Bank «Costa Ric:
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The following table sets for the value of impontd.{.) by country for the periods indicated.

Value of Imports (c.i.f.) by Country and Percentageof Total®
(in millions of U.S. dollars)

For the Six
Months Ended
For the Year Ended December 31, June 30,
2008 2009 2010 2011 2012
Central America ........c........... $602.0 3.9%%$525.7 4.6%  $614.9 45% $790.3 4.9% $402.2 4.9%
Guatemala ........ccceevvveeeens 289.4 19 70.z2 2.4 314.8 2.3 370.0 2.3 197.2 2.3
El Salvador ..........cccceeevnee 148.1 1.0 16D 1.0 133.6 1.0 187.8 1.2 104.6 1.2
Honduras .......ccccceeeeveeennee 58.7 04 515 05 77.4 0.6 111.7 0.7 47.1 0.7
Nicaragua .......cccceevvveeeeennnne 105.7 0.7 84.0 0.7 89.2 0.7 120.7 0.7 53.3 0.7
North America ......cccccceveeeennne 4,787.7 .B1 3,734.0 32.8 4,7275 34.8 59705 36.8 3,339.86.83
Canada .......cccoeveiiiiiiiiee 146.9 1.0 95.6 0.8 104.4 0.8 153.4 0.9 98.0 0.9
United States .........cccceeeueeee. 3,728.3 324.2,938.7 258 3,800.2 28.0 4,804.0 29.6 2,710.2 .6 29
MEXICO ..ooviievieeiiiiee e 912.4 5.9 699.6 6.1 822.9 6.1 1,013.0 6.2 531.6 6.2
Caribbean Countries ............... 89.2 0.6 907. 0.9 215.0 1.6 113.2 0.7 27.1 0.7
Others Latin America ............. 2,861.7 18.6 ,695.7 149 1,433.0 10.6 1,4946 9.2 688.8 9.2
[ TU ] (o] o[- 1,83 84 865.5 7.6 1,067.8 79 1,196.5 7.4  566.6 7.4
Germany .......ccccceveveeeeeennnn 2295 15 815 1.6 275.7 2.0 235.1 14 128.3 14
SPAIN ..ooeiie 143.2 90 109.2 1.0 139.7 1.0 167.7 1.0 85.5 1.0
Belgium and Luxembourg .. 62.6 0.4 33.9 0.3 54.90.4 82.8 0.5 26.1 0.5
1= 1) 138.1 0.9 93.7 0.8 127.7 0.9 141.8 0.9 53.0 0.9
United Kingdom ................. 108.4 0.7 645 .60 89.9 0.7 87.8 0.5 39.0 0.5
Other Europe ........ccccveeneee 602.2 3.9 882 3.4 379.8 2.8 481.2 3.0 2347 3.0
ASIA i 1198 125 1,300.2 114 01,7911 13.2 2,339.3 14.21218 144
Japan ..., 428.4 8 2 239.2 2.1 358.0 2.6 429.2 26 2364 2.6
South Korea .........ccceveeennee 220.2 14 .891 0.8 128.7 0.9 203.5 1.3 139.0 1.3
Others .....ccoocvveviieee e, 1,263.2 8.2 969.2 8.5 1,304.5 96 1,706.6 105 837.3 105
Oceania ....ceeeeeveereeeeiiieeeee e 16.50.1 171 0.1 12.9 0.1 225 0.1 8.7 0.1
AFTICA ovveiiiiiiee e B. 01 98.9 0.9 72.6 0.5 76.8 0.5 13.1 0.5
Others ......coccceeviiiieiiiieees 63.4 0.4 82.2 0.7 101.4 0.7 101.3 0.6 63.7 0.6
In-bond ..o 117.4 0.8 95.7 0.8 116.3 0.9 267.3 1.6 2117 1.6
Free Trade Zones ..........cccc...... 3,228.4 021.2,5747 226 3,021.3 223 3,397.2 209 1,786.7 .9 20
Capital Goods Special Regimes 373.0 24 297.1 26 9573 29 450.0 2.8 294.3 2.8
Total oo 387.4 100.0 11,394.7 100.0 13,569.6 100.0 16,21930.0 8,615.4 100.0

(1) Imports from free trade zones and in-bond @tdes are uncategorized as to origin.
Source: Central Bank of Costa Rica
Foreign Investment
The Costa Rican economic development model is basethternational economic integration, export

diversification and foreign direct investment. Oofethe key elements of this strategy is the divieaiion of
investors. Historically, the United States of Angariwas the main source for foreign direct investmé&hina,

43



however, has recently become an important investpemner, while traditional partners such as Mexad Spain
have remained significant partners in investmedtjah creation.

Foreign direct investment inflows in Costa Rica significantly different from the rest of Latin Amea.
While most of other Latin American countries attrédareign direct investment channeled to naturaloteces
sectors, Costa Rica has concentrated foreign diveestment inflows in technology and knowledgesirgive areas.
Although manufacturing is still a top generatorfofeign direct investment, Costa Rica has beenrsiifygng its
sources of foreign direct investment to serviceusides such as design, development and testisgareh and
development, education and training services.

According to the Ministry of Foreign Trade, duri@g11, Costa Rica received US$2.2 billion in foreign
direct investment representing an increase of 4a@f8%ompared to 2010.

The regulatory framework governing foreign investina Costa Rica currently imposes limited foreign
investment restrictions. One such restriction igr@hibition on investment in certain border areas;h as Costa
Rica'’s coastline. The prohibition also appliesltonestic investments. Costa Rica’s Constitutia@vistes for equal
treatment of foreigners and Costa Rican citizens.

Foreign direct investment in the industrial mantdaog sector accounted for 27%, 30%, 66% and 38% o
total foreign direct investment in 2008, 2009, 20dd 2011, respectively. Foreign direct investmanthe
agricultural sector accounted for 21.5%, 5%, (0.4)%d 1.6% of total foreign direct investment in 202009, 2010
and 2011, respectively. Foreign direct investnaana percentage of total foreign direct investmeas negative in
2010 primarily due to adverse weather conditiorcsthe repatriation of dividends.

The following table sets forth gross foreign direatestment by economic sector for the periodseuesi.

Gross Foreign Direct Investment by Economic Sector
(in millions of U.S. dollars and percentages o&lpt
For the Year Ended December 31,

2008 2009 2010 2011
Agriculture ... $447.6 21.5% $68.0 5.0% $(6.4) (0.4)% $34.9 1.6%
Industry....... 554.7 26.7 407.3 30.2 965.9 65.9 714.6 331
Commerce.. 79.6 3.8 (3.0) (0.2) 62.1 4.2 328.9 15.3
Tourism....... 291.5 14.0 253.6 18.8 81.0 55 1135 5.3
Real Estate.. 485.1 23.3 265.6 19.7 147.0 10.0 228.1 10.6
Others.......... 219.6 10.6 355.1 26.4 215.8 14.7 736.7 34.2
Total ............ 2078.2 100.0 1346.5 100.0 1465.6 100.0 2156.6 100.0

Source: Ministry of External Trade

Between 2008 and 2011, approximately 68% of theidor direct investment received by Costa Rica
originated in the United States. After entry ifittce of DR-CAFTA in 2009, U.S. investments in tbeuntry
accounted for 62% of total foreign direct investiiar2011.

The United States accounted for 70% of total foradgrect investment in 2010, compared with 76% in
2009. In 2010, Colombia accounted for 6.7% of tétatign direct investment (the second largests®wif foreign
direct investment), compared with 0.5% in 2009. &knaccounted for 3.3% of the foreign direct inwvestt in
2010, compared with 24.3% in 2009. Other CentrakAoan countries, collectively, were the sourc&@8 million
of investment in 2010. The industrial sector abedrUS$965.9 million of foreign direct investmemt2010 while
the tourism sector absorbed US$81 million of fonedgrect investment in 2010.
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Currently, Costa Rica has foreign investment tesaith effect with, among others, Germany, Chilenee,
the United Kingdom, Spain, Canada, Argentina, ThethBrlands, Paraguay, the Czech Republic, Venezuela
Belgium, Luxembourg, Bolivia, South Korea and Seftand.
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MONETARY SYSTEM

Central Bank

The Central Bank is the monetary authority of Cd3tea, and its primary purpose is to maintain the
internal and external stability of the economy &mel soundness of the financial system. The CeBaak is the
sole issuer of Costa Rican currency and acts aetesf last resort to the banking system. The @¢®Bank enacts
monetary policy through the use of discount faeflif open-market operations and through the estahént of
reserve requirements for financial institutions.aifdition, the Central Bank manages internatioasérves and is
responsible for the supervision of foreign excharggglations applicable to financial institutions.

The Organic Law of the Central Bank, enacted in51@8ovides a high level of autonomy for the Cdntra
Bank. The Central Bank is prohibited from financihg activities of the Government, except thatitraordinary
cases it can purchase Government securities up amaunt equal to 5.0% of the amount of the Govemrbudget
on an annual basis, which 3-month securities meisedeemed within the same fiscal year they werehased. In
addition, with the exception of the President @& @entral Bank and the Minister of Finance, theeseamembers of
the board of directors of the Central Bank are appd by the Government Council for terms of 90 thenSuch

appointments must be ratified by the Legislatives@ably and members may not be removed except wedtin
limited circumstances.

The Organic Law of the Central Bank establishes titia Bank must publish its Macroeconomic Program
during the first 30 days of each semester. The d&samomic Program establishes the Central Bankation target
and the orientation of its monetary and exchantge palicies. The President of the Central Bank ninfgtrm the
Legislative Assembly once a year about the exesudfanonetary and exchange rate policies, credivgr and the
use of international reserves, as well as the @stiaken to meet the inflation target and for thenmtion of
conditions for the strengthening and proper fumitig of the national financial system.

The following table sets forth the summary balasiveet of the Central Bank for the periods indicated

Summary Balance Sheet of the Central Bank
(in millions of current colones)

At December 31, At June 30,
2008 2009 2010 2011 2012
12,089,80 [12,271,70 1[12,349,94

Net international reserves ................. 8 1 1 02,403,351 012,398,549
Total Domestic Credit ...........ccceeeeen. (15,415) (45,533) (285,565) (84,418) (95,038)
GOVErNMENL ....evvviiiiieieeeeee e, (20,761) (49,423) (288,137) (86,405) (96,692)

Rest of the Public Sector ............... 5,346 3,890 2,572 1,987 1,654

Other Net ASSEtS .....ooccveveeriiiiieeeees 624,796 528,838 790,249 1,006,913 1,040,229

Monetary Base .......ccccooceeeiiiienenld 1,151,169 1,210,022 1,344,999 1,500,450 1,466,204

Open Market Operations ................... 1,482,276 1,372,746 1,359,031 1,682,167 1,741,241

External Debt ......ccccooviviiiiieen, 65,745 172,238 150,595 143,228 136,295

Source: Central Bank of Costa Rica
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Summary Balance Sheet of the Central Bank
(in millions of current U.S. dollar$)

At December 31, At June 30,
2008 2009 2010 2011 2012

Net international reserves ................. $3,971 $3,962 $4,471 $4,753 $4,749
Total Domestic Credit ....................... (29) (79) (543) (167) (188)
Government ...........ocoeiiiiiiiiieenen. (39) (86) (548) (171) (191)

Rest of the Public Sector ............... 10 7 5 4 3

Other Net ASSEtS .....ccoeveeviiiieeeeeee 1,187 922 1,504 1,991 2,060

Monetary Base ..........cccccvvivviiiiiiiiinnns 2,187 2,110 2,559 2,967 2,903

Open Market Operations ................... 2,816 2,394 2,586 3,326 3,448

External Debt ........cccovvvevieieei 125 300 287 283 270

(1) Amounts in U.S. dollars were converted fromoo@s using the historical average exchange ratidoperiod
indicated.

Source: Central Bank of Costa Rica

Supervision of the Financial Sector

Law 7732, which became effective on March 27, 1998ated theConsejo Nacional de Supervisiéon del
Sistema Financier@gNational Supervisory Board of the Financial Syster “CONASSIF”), which is charged with
supervising the financial system through the usisofegulatory authority, including its powersaothorize entities
subject to its review to participate in the finadeharkets, to suspend or revoke such authorizatiod to intervene in
such entities’ activities. The CONASSIF is composédeven members: the President of the Centrak,Bamin his
absence the Manager of the Central Bank, the Mingdt Finance, or in his absence the Viceministdfimance, and
five members appointed by the board of directothefCentral Bank.

The CONASSIF also has the authority to promulgailes and regulations for, and appoint the
Superintendent and the Intendent of: SUGEF, wredulates and supervises banks and other finambéhiediaries
and regulates foreign exchange operatorsSifgerintendencia General de Pensiof®sperintendency of Pensions,
or “SUPEN"), which regulates and supervises thesipenfund system; SUGEVAL, which regulates and stipes
stock exchanges and issuances of securities; an&uperintendencia General de Segu(&siperintendency of
Insurance, or “SUGESE”"), which supervises insurgrosiders.

Monetary and Financial Policy

The principal objectives of Costa Rica’'s monetpolicy over the last four years have been to mainta
inflation within 1 percentage point of its targatsd to foster a stronger net international respogition. In its ongoing
transition to an inflation targeting regime, CoRtaa’s monetary policy has shifted from a focuswmetary targets to
an inflation target, with the former being usedrasrmediate goals. Instruments used to conducetaoynpolicy have
also shifted, with shorter-term interest rates aogy more relevance. Costa Rica’'s monetary pol@as been
complimented by the absence of controls on foreigithange convertibility or remittance in Costa Rica

From 1983 to 2004, the Central Bank guided its etany policy by targeting monetary aggregates. 1@ent
Bank bills (mostly with 6- and 12-month maturity)dabonds were the main instruments to control tbaey supply
and attain inflation and international reservesotijes in the context of a crawling-peg excharsge system. Over
the last seven years, the Central Bank has shiftedeference for the monetary policy rate towdrdrter-term
instruments. In 2004, the Central Bank startedgu8D-day deposit rates as its reference for theetaoy policy rate.
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In 2006, the reference rate shifted to the ratd-alay deposits at the Central Bank and in 2008¢ference rate
shifted to the rate on 1-day Central Bank credthainterbank market. In November 2010, an intewe®e for the 1-
day rate was formed between the Permanent CredilitfFaate (1-day lending rate) and the Permarieaposit
Facility (1-day deposit rate). In April 2011, trefarence rate shifted to the mid-point of a rargfendd by the rates on
1-day deposit and credit facilities of the CenBahk. The range is currently 200 basis points wid#é) 4% as the
floor and 6% as the ceiling, and the monetary patite is 5%.

In addition to the floor and ceiling rates estslidid by the 1-day deposit and credit facilitieg, @entral
Bank manages liquidity through 1-day auctions tikw it to keep the market interest rate clos¢hi policy rate
level. 7- and 14-day auctions are used as a congpieto 1-day auctions when stronger correctiorthénstock of
liquidity are required.

As established in 2008 by the board of directéith® Central Bank, the Central Bank still usegkmterm
bills and bonds to compensate for the impact onidity of the Central Bank deficit and internatibrraserve
accumulation, while using very short-term instrutseio calibrate its monetary policy to attain itflationary target.
Longer-term bills and bonds are placed pursuaweiekly auctions by the Central Bank.

Reserve Requirements

The Organic Law of the Central Bank authorizesBbard of Directors of the Central Bank to setrémerve
requirements applicable to deposits and other afidigs in the financial system up to a maximum&$1 The reserve
requirements generally apply to all types of defgasithin institutions supervised by SUGEF regassdlef the type of
financial institution, except for those expresstgmpted from this obligation by the board of dicestof the Central
Bank. Different reserve requirements may applyliaations in local and foreign currency.

Since 2005, the Central Bank Board has set resequérements at 15% on all deposits and obligation
local or foreign currency. In 2011, the Central Baxtended the application of minimum reserve nemments to
liabilities arising from short-term external delst a result of the Central Bank determination tihatrtsterm capital
from abroad is similar to bank deposits. Minimurserye requirements took effect gradually, startihg 5% rate in
September of 2011, and increasing to 10% and 15%¢iaber and November 2011. Long-term externaldaamain
exempt from reserve requirements.

Recent Developments in Monetary Policy

In 2008, monetary and exchange rate policies waaimly directed to attenuate the adverse impat¢hef
global financial crisis and to reduce the inflaionpressure from a high domestic demand expanBiaring the first
half of 2008, low international interest rates aghificant capital inflows prevented a more aggnes interest rate
policy by the Central Bank to contain inflation. Bye fourth quarter of 2008, developed countrigsegrnced a
liquidity crunch, which led the Central Bank to @iscon mechanisms to address eventual liquiditytapes. Despite
an ambitious initial inflation target that implieeducing inflation as measured by the consumee pnidex from 11%
in 2007 to 8% in 2008, 12-month inflation at yeade008 reached 13.9%, partly influenced by higbrirational
commodity prices as well as exchange rate depieciat

The global financial crisis that started in OctoB@08 led to a reduction in international commypgitices
and easing of domestic price pressures. Monetdigypduring 2009-2012 was geared toward loweriniation to
levels similar to those of commercial partnersingladvantage of the decrease in internationaégtic break inflation
inertia. As a result, inflation during 2009-2012n@ned within the 4%-6% inflation band and arouma 5% inflation
target. See “—Inflation and interest rates” below.

Recent Financial Policy

The risks to the financial system highlighted hg global financial crisis led the Central Bank ahéd
Government to carry out a series of actions in 28@& 2009. The Central Bank offered financial imiediaries a
special operations plan to address extraordinguydity needs that included, among others: (i)elitdine incolones
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to financial intermediaries for as much as 30%uwfent account balances and 10% of term depos)jtajléwing the
Central Bank to auction bonds up to 100 billzpiones(US $174.4 million) for 3 months; and (iii) broamieg the
spectrum of financial entities allowed to hold rehase operations with the Central Bank to alltiestisupervised by
SUGEF.

In December 2008, the Legislative Assembly apmidbe capitalization of three state banks for altof
US$117 million, with the goal of compensating foe impact of the global financial crisis on thediely capacity of
such institutions.

In 2009, the Central Bank and the Ministry of Fioa entered into a Precautionary Stand-by Arrangeme
with the IMF for US$735 million that would extendgey a 15-month period. The purpose of the arrangemas to
provide the Central Bank with enough resourceade finy liquidity problems in the financial systena deterioration
in the balance of payments related to the glolantial crisis. The arrangement expired in 2010 it reviews
completed and without any disbursements made.

In 2009, the Central Bank also adjusted internaficeserve management policies in response taehigh
volatility in the international markets. As a rdsuhvestment of reserves in the international rEmlsystem was
reduced, terms were shortened and maximum investp@nentity reduced. Minimum credit ratings allavor
investment of the reserves were tightened.

To promote a stable, efficient and competitivaficial intermediation system, the board of directifrthe
Central Bank took measures in 2011 to meet extiaarg liquidity requirements in the financial systeThese
measures included: (i) expanding the catalog dfunsents allowed as collateral in the Integrateguidity Market
(“ILM™), an electronic platform in which supervisdthancial entities can manage their short-runitdgy positions
and have access to Central Bank deposit and ctedity permanent facilities, to include securitissued by
autonomous institutions of Costa Rica and otheeszmgn governments, in addition to standardizedsises of the
Ministry of Finance and the Central Bank which weateeady admitted, and (ii) establishing a systdnecredit
facilities and credit lines in local and foreignri@ncy geared toward addressing systemic liquistityrtages in the
ILM.

Inflation and Interest Rates

During the period from 2008 to 2011, the averadiation rate was 7.1%, gradually converging tdaitibn
rates observed in Costa Rica’s main commerciahpest The average inflation rate for such period significantly
lower than the average inflation rate observed thesfast 30 years, reflecting lower inflationargssures from abroad
but also a shift, beginning in 2006, from a craglipeg to an exchange-rate band that, together thitthegative
impact of the global financial crisis on internatid commodity prices, helped break the historitatidn inertia of
previous periods.

In 2008, consumer and producer price inflatioegatmained high at 13.9% and 20.6%, respectiVély.
high rates of inflation resulted from inflation itie, domestic demand pressures, negative dormssijgly shocks on
agricultural products and increases in internatiooenmodity prices, including the price of oil. Agsificant increase
in the international price of oil during the firsalf of 2008 (WTI oil price reached $145 per baireluly 2008),
followed by a sharp decrease in the internatiorieef oil during the last quarter of 2008 coniitéd significantly to
inflationary pressures during the first three gerarof 2008 and a deceleration at year’s end 08.200

The inflation rate decreased from 13.9% in 2008.1®6 in 2009, the lowest since 1971. The decrease
the inflation rate was mainly due to the decreasénternational commodity prices, a slowdown in remmic
activity due to the global financial crisis, betteontainment of domestic demand pressures and asesein
agricultural supplies.

In 2010, the inflation rate was 5.8%, within tlaeget range of 4% to 6% established by the CeBtak.

The inflation rate stayed within the target rangspite increases in the international price ofaoitl food mainly
due to the excess in productive capacity as meddoyethe output gap, the evolution of monetary anedit
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aggregates, which grew consistently with the vammbf nominal output, and a 10.9% exchange ratgesgation
that mitigated global inflation.

In 2011, the inflation rate was 4.7%. The decréagée inflation rate was mainly due to tepid detie
demand, a monetary policy consistent with the fidlatarget set by the Central Bank, the impacfavrable
weather conditions, the behavior of regulated grisegoods and services consistent with the dasiiofh process of
the Costa Rican economy and the stability of theharge rate of the colén to the U.S. dollar. Predurices,
however, increased by 8.1% due to the increasentarriational oil and commodity prices resulting hiigher
domestic fuel and food prices.

For 2012, the inflation rate is projected at aeleslightly below 5.0%. Oil prices remain largest
contributor and risk to inflation, as Costa Rica ha domestic sources of hydrocarbon fuels.

The following table sets forth changes in the comsr price index (“CPI") and the industrial produpece
index (“IPPI") for the periods indicated.

Inflation
(percentage change from previous year at perio)l end

ConsumerPrices Industrial Producer Prices
2008 ..., 13.9% 20.6%
2009 ..o, 4.0 (1.0
2010 ..o 5.8 4.1
2011 . 4.7 8.1
2012Y e, 2.7 3.3

(1) Measured on June 30, 2012.
Source: Central Bank of Costa Rica

As of September 30, 2012, rice is the only produdiject to price control. Rates for public sersisech
as water, electricity, telecommunications, comtlstfuel and public transportation are set by #mgutator based
on certain cost formulae.

Interest Rates

The following table sets forth interest rates omi€d Bank instruments and the monetary policy estef
the dates indicated.

Interest Rates on Central Bank Instruments and Montary Policy Rate

BEM 12-month 1-day market rate Monetary Policy
rate 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 9.5
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
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December 31, 2009 n.a. n.a. 9.0

March 31, 2010 8.2 5.7 9.0
June 30, 2010 8.0 1.9 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 5.1 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 5.2 5.0

n.a.: Figure not available.
Source: Central Bank of Costa Rica

Monetary Policy Rates

Movements in the monetary policy rate during 208&ponded to capital inflows and inflationary pressu
at different points in time. During the first quartstrong capital inflows led the Central Bank Bb# reduce gross
interest rate for overnight borrowing transactians all Central Direct deposit facility rates bye2¥asis points.

From May to December 2008, however, capital infloecseded and oil prices remained high. As a result,
the colén depreciated by about 10.0% by June oB2@ad inflationary pressures increased. The CleBfmak
reacted by increasing the monetary policy rate pyreximately 300 basis points from May to August dy
purchasing foreign exchange to contain exchange dapreciation pressures. It also promoted an aserén the
slope of the deposit yield curve to encourage tlaglgpl transfer of very short-term resources hgld¢dmmercial
banks to longer term instruments.

In 2009, Central Bank decisions regarding the memygtolicy rate showed two distinct phases. Infits®
half of 2009, despite low domestic prices, the @drBank decided to maintain a restrictive monetaolicy by
keeping the monetary policy rate unchanged. Duttiegsecond half of 2009, the Costa Rican econorpgreenced
a series of favorable adjustments, including loiwgyorted inflation and a slowdown in inflation expations in the
short- and medium-term that opened the possibilityeducing nominal interest rates without comping the
inflation targets.

In 2010, the Central Bank maintained the monetaticp rate unchanged at 9.0% during the first lodlf
2010. However, as higher capital inflows led totetge rate appreciation and lower inflation, thet@d Bank
approved a 250 basis point reduction in the mopetalicy rate to 6.5% in the second half 2010. Tmmtral Bank
also created a 1-day deposit facility that, togetti¢h the 1-day credit facility, would create ardrest rate corridor
that would limit volatility in the 1-day rate.

During the first half of 2011, the 1-day rate a Bentral Bank averaged 4.7%, close to the loweit bf
the 4.5%-6.5% interest rate corridor. In June 2CGKlpart of a new strategy to keep the 1-day natgedo the
midpoint of the interest rate corridor, the CenBahk began carrying out absorption and injectioctians in the
ILM. For the rest of the year and during 2012, theay rate in the ILM remained at approximately%,0n line
with the monetary policy rate.

The 12-month rate foBonos de Estabilizacion Monetar{Monetary Stabilization Bonds or “BEMs”), like

the monetary policy rate, increased from 5.3% atcie81, 2008 to 11.0% at December 31, 2008, anttheiur
increased to 11.9% at March 31, 2009. Thereafier]12-month rate for BEMs decreased from 11.4%ra¢ 30, 2009
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to 6.3% at June 30, 2011. The 12-month rate for BitiMdreased from 6.3% at June 30, 2011 to 9.2%@e8ber 30,
2012 primarily due to the tightening in the crediarket caused by strong private and public seét@n€ing
requirements and the tight control on monetary eggpes, even though the monetary policy rate rezdain
unchanged.

Liquidity and Credit Aggregates

According to the Central Bank, the evolution of keywnetary aggregates during the last eight years
reflected an improvement in liquidity control. Weitluring the period 2005 to 2008 monetary aggregatew at
rates well above nominal GDP, total bank liquidityring 2010 to 2011 grew at 5.9% and 5.8%, resgalgtiwhich
was well below the nominal GDP growth rate of 9.6%r the two year period. The deceleration in thi@hk
liquidity is explained partly by a deceleration fioreign currency deposits that resulted partly frime stable
exchange rate experienced since year-end 2010hwhéstically reduced depreciation expectations.

Total bank credit also slowed down during the fgsbal financial crisis period, although publicdan
private components showed significantly differeahévior. While public sector credit saw a significancrease in
2009, reflecting higher financing needs of the puldector, private sector credit decelerated, mibran
compensating for the increase in government crB8g¢it2011, private sector credit recovered someésoflynamism,
which led to strong growth in bank credit. This &elor in both monetary aggregates and bank crergigted in
2012.

As a result of a tighter monetary policy and stratemand for financing by both public and private
sectors, the excess liquidity that prevailed in@2@6d 2010 was eliminated by the second half ofl201d interest
rates increased in 2012.

The following table sets forth the composition afsta Rica’s monetary base (expressed in termseof th
Central Bank’s monetary liabilities) and net infonal reserves for the periods indicated.

Monetary Base and the Central Bank’s InternationalReserves
(in millions of U.S. dollars)

At December 31, At September 30,
2008 2009 2010 2011 2012
Net international reserves of Central
Bank .......ocooviiiiii e $3,799 $4,066 $4,627 $4,756 $5,140
Total Credit .....ccevveeiiiieeeeeeeee (28) (82) (562) (167) (125)
Domestic Credit .........ccccvvvvveereeeennn. 28} (82) (562) (167) (125)
GovernmeNnt .......cooevevecviviiieeeneeeenn, (38) (88) (567) (171) (129)
Official Entities ............coeevvvvnnnne, 10 7 5 4 3
Other Net ASSEetS ...oooevviveeveeiiiieeeice 1,136 947 1,556 1,993 1,976
Total e 4,907 4,931 5,621 6,581 6,991
Monetary Base ........cccccccceiiiiiiiiiiinns 2,093 2,166 2,648 2,969 3,018
Central Bank Control Instruments ....... 2,695 2,457 2,676 3,329 3,693
Long-Medium run foreign financing ... 120 308 297 283 279
Total ..o 4,907 4,931 5,621 6,581 6,991

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

Selected Monetary Indicators
(percentage change, except as indicated)

At December 31, At June 30,
2008 2009 2010 2011 2012
ML 1.6% (0.2)% 20.9% .8% 0.6%
Quasi-money .......... 29.2 17.2 2.6 6.9 9.4
In foreign
CUITENCIES ....vvveeennn 19.0 16.5 8.7 14.6 A17
In domestic
CUITENCY ....cceveennes 39.7 17.8 (2.8) (0.6) 1.6
Total Net Credit ...... 30.3 7.3 4.6 15.3 154
Government ........ 9.4 77.0 3.7 37.1 20.5
Private Sector ...... 31.4 4.4 4.7 13.7 15.0

Source: Central Bank of Costa Rica

The total outstanding credit of the domestic congmbrof the national banking system amounted to ¢9.6
trillion at June 30, 2012. At June 30, 2012, cekeposits in the financial system, including dé@pan checking
accounts, amounted to ¢1.3 trillion.

Liquidity and Credit Aggregates
(in millions of current colones)

At December 31, At June 30,
2008 2009 2010 2011 2012
Liquidity aggregates ........cccccceeveveenen. 17,346,548 (18,320,664 (18,814,857 (19,330,155 19,612,939
ML 1,502,999 1,496,456 1,807,902 1,911,841 1,7136,8
NPP e 407,438 438,783 482,257 555,917 495,648
Current account deposits in
(o010 -1 R 1,095,561 1,057,673 1,325,646 1,355,924 1155
QUASI-MONEY ...ovvvvvveeeeeeeeieieiieeie, 843,548 6,824,209 7,006,955 7,418,314 7,856,126
In foreign currencies .................. 2,39B55 2,812,418 3,090,932 3,532,520 3,852,780
In domestic currency .................. 3,451,993 4,011,790 3,916,024 3,885,794 4,003,346
Credit aggregates ........cccccceeeeeeeeeenenn. 7,072,717 7,542,989 7,880,600 9,133,806 9,490,161
GOoVernMeENt .......coccveeeeeviiieeeeenee 3436 521,193 517,013 724,490 755,191
Rest of Public Sector ..................... 59,07 53,309 75,848 88,178 75,787
Non-financial Private Sector .......... 6,552,256 6,779,653 7,104,798 8,044,137 8,373,235
Non-banking Private Financial
SECLON ..t 177,415 188,835 182,941 277,002 285,948

Source: Central Bank of Costa Rica
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Liquidity and Credit Aggregates
(in millions of current U.S. dollarS)

At June
At December 31, 30,
2008 2009 2010 2011 2012

Liquidity aggregates .........cccoeeevvemmmmreeeenne $13,959  $14,510 $16,772 $18,450 $19,033
ML e 2,856 2,610 3,440 3,781 3,478
NPP e 774 765 918 1,099 981
Current account deposits in colones...... 2,082 1,844 2,522 2,681 2,497
QUASIFMONEY  .oieeiiiiiee et e 11,103 11,901 13,332 14,669 15,554
In foreign currencies ...........c.cccvvves . 4,544 4,905 5,881 6,985 7,628

IN dOmMEeStiC CUTEeNCY ....vvvvevveeeeeeeeiiieeaes 6,559 6,996 7,451 7,684 7,926
Credit aggregates .........ccccvvvvvvevemmmmmeeennennn, 13,439 13,154 14,994 18,062 18,790
GOoVvernment ... 540 909 984 143 1,495
Rest of Public Sector ............cccovviiieiiimnn. 11 93 144 174 150
Non-financial Private Sector...................... 12,450 11,823 13,518 15,907 16,578
Non-banking Private Financial Sector........ 337 329 348 548 566

(1) Amounts in U.S. dollars were converted fromoo@s using the historical average exchange ratidor
period indicated.

Source: Central Bank of Costa Rica

Financial Sector

As of December 31, 2011, the banking system in &&8ta consisted of 78 institutions: 3 state-owned
commercial banks, 12 private banks, 5 non-banknfiigd firms, 2 savings and loan associations, 3ditr
cooperatives, 2 banks created by special lawsB#meo Popular y de Desarrollo Comunalfull service commercial
bank and th&anco Hipotecario de la Viviendavhich only provides mortgage loans and is resptsm$r managing
and distributing the Government’s housing loans suitssidies, 4 foreign exchange firms, 6 financ@igtomerates,
11 financial groups, and one other financial in§tih. Local regulators (SUGEF, SUPEN, SUGEVAL, 8WGESE)
supervise 87.4% of total assets of private bardedlfinancial groups. See “Monetary System—Cereadk” for a
description of the responsibilities of each requia©f these financial group&rupo Financiero BCTs the only one
reporting a non-resident bank entity with significasset value.

As of December 31, 2011, assets of the nationanéial system amounted to US$31.3 billion as of
December 31, 2011. Public banks (including thosated by special laws) accounted for 54.6% of ttakts, while
private banks and savings and loan associationsuatexd for 30.8% and 7.2%, respectively. Performioans
accounted for 64% of the financial system portfolchile investments in securities and non-prodectassets
accounted for 16% and 17%, respectively, of tharfaial system portfolio. Although asset dollariaatiin the
financial system decreased significantly from 49%2D08 to 43% in 2011, private bank assets remafaiely
dollarized at 70%. Public bank-asset dollarizatieas lower at 30%, which reflected a stronger dommestrrency-

deposit base.

Over the last 5 years, one new bank began opesatimee bank mergers took place and three bamrkged
their legal namesBanco General (Costa Rica), Slfegan operations on May 20(&cotiabank de Costa Rica S.A.
merged withBanco Interfin S.Aon November 200Banco Cuscatlan de Costa Rica, Swerged withBanco Uno,
S.A.on November 2008, and changed its namBatoco Citibank de Costa Rica S.Rinanciera Acobo S.Aecame
Banco Soluciones Bansol de Costa Rica, @MAovember 2007, ar@itibank (Costa Rica), S.AecameéBanco CMB
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(Costa Rica), S.Aon October 2008. On November, 2012, Banco QCikbde Costa Rica S.A. merged with Banco
CMB (Costa Rica) S.A.

The goals of SUGEF are to prevent financial anciogncrises and to give information to depositarait in
the depositors’ decisions regarding allocationimdiricial risk. In furtherance of these goals, SUGEE promulgated
regulations establishing capital adequacy requingsnéor entities under its supervision to ensurarttinancial
soundness and has established means of recovenyrection for such entities. SUGEF supervises#rking system
and other financial entities and requires filingdalance sheets, income statements and statewfestisckholders’
equity every three months as well as regularly dalegl reports on foreign exchange exposure and otfeemation
from the banks operating in the Costa Rican fir@rmystem. From time to time, SUGEF conducts adudit of the
activities of each entity under its supervisione Wrganic Law of the Central Bank provides SUGE# Wie power to
sanction financial intermediaries that do not compith its regulations, including the powers of gaission and
intervention. Following the principles of the Ba€ammittee on Banking Supervision, commonly knowrihee Basel
| Framework, financial institutions must maintaiméimum ratio of total capital to risk-weightedsats equivalent to
10%. The Central Bank has not yet announced whetfregiples under the Basel 1| Framework of 2004har Basel
Il Framework of 2010 will be implemented in Co&iza.

Historically, the participation of foreign banks tine financial system has been concentrated inocat@
banking and services tied to foreign trade. Sin@®4] foreign banks, including U.S., Canadian, Maric
Caribbean, Colombian and certain Central Americamkb, have entered the market competing to prgwédsonal
and corporate banking services in Costa Rica. Tperations in Costa Rica of the local licensed glibses of
foreign financial entities are subject to the saemulatory regime applicable to Costa Rican privzeks. On the
other hand, the activities in Costa Rica of intéoral banks without a local license are permitteat, are limited
only to the services for which a local license & required. Similarly, other foreign non-bank ingions have
begun operations in Costa Rica. In addition, thmarftial systems in the Central American region hbgen
undergoing a consolidation process and Costa Risabt been the exception. As the Costa Rican bgnkdustry
has become more competitive and sophisticateccenteyears, several private Costa Rican banks in@vged with
other national or foreign institutions in an effoot increase their capital and draw upon the eerpeg of their
strategic partners. Today, the largest private bam& subsidiaries of banks headquartered in Cogr@lanada and
the United States, with local private banks acdagrfor less than 2% of total assets of the system.

The following table sets forth the amounts of essatd liabilities corresponding to each category of
financial institutions (excluding offshore actiVjitgs of December 31, 2011.
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Structure of the Regulated Financial System

(as of December 31, 2011)

Assets
Total Loang® Investments Other Productive Non Productive Total
- I — Asset: Asset: —_
Millions % of Millions % of Millions % of Millions % of Millions % of Millions
Uss$ total Uss$ total Us$ total US$ total Uss$ total Uss$

Commercial state
banks 13,725 43.9 8,328 41.7 2,319 46.4 219 25.0 2,859 752 12,282

Banco Nacional de

Costa Rica 7,113 22.7 4,428 22.2 1,051 21.0 62 7.1 1,572 29.0 6,368

Banco de Costa

Rica 5,351 17.1 3,413 17.1 683 13.7 151 17.2 1,104 20.3 4,752

Banco Crédito

Agricolade

Cartago 1,261 4.0 487 2.4 585 11.7 6 0.6 184 34 , 1621
Banks created by
special law 3,332 10.7 2,338 11.7 696 13.9 1 0.1 298 5.5 2,58:

Banco Hipotecario

de la Vivienda 147 0.5 121 0.6 15 0.3 0 0.0 11 0.2 46

Banco Popular y

de Desarrollo

Comunal 3,18¢ 10.z 2,217 11.1 681 13.€ 1 0.1 287 .2 2,537
Private banks 9,64¢ 30.¢ 6,31¢ 31.¢ 87¢ 17.€ 63¢ 73.1 1,81( 33.4 8,56¢
Foreign exchange
institutions 4 0.0 0 0.0 1 0.0 0 0.0 3 0.1 1
Savings and loan
associations 2,259 7.2 1,517 7.6 622 12.4 2 0.3 118 2.2 1,79(
Nonbank financial
institutions 281 0.9 179 0.9 37 0.7 14 1.6 51 0.9 248
Authorized entities
of the financial 1,158 3.7 710 3.6 237 4.7 0 0.0 211 3.9 1,074
system for housing
Caja de Ahorroy
Préstamo de ANDE 872 28 586 2.9 210 42 0 0.0 76 14 196

Total 31,277 100.0 19,977 100.0 5,000 100.0 875 .0100 5,426 100.0 26,742

(1) Includes loans that are current or up to 9Gqmst due

Source:General Superintendency of Financial Institutions
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The quality of the loan portfolio of the regulatiathncial system deteriorated from 2008 to 2012has
economy went into recession in 2009 after the dlfibancial crisis, and even though it has rebouhadlestill has
not reached pre-crisis levels. The ratio of pastidans to total loans increased from 1.66% in 200820% in
2009. Since 2009, portfolio quality has improveugt, ot enough to attain pre-crisis levels, with 1p@mforming
loans reaching 2.05% of total loans in June 20LBli® banks saw a much wider deterioration in then portfolio
than the financial system as a whole. The ratioafs past due to total loan portfolio of publicks began at
1.87% in 2008, increased to 2.75% in 2009 and éariticreased to 2.88% in June 2012.
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Commercial State Bank: ......cccvvvveviiieiiiiieinnnns

Banco Nacional de Costa Rica..................

Banco de Costa RiC......ccvvvvviiiiiiiniiniinnnns

Banco Crédito Agricola de Carta ...............

Banks created by special laws..............cccuvenee.

Banco Hipotecario de la Vivien
Banco Popular y Desarrollo Comu
Private Banks

Non-banking financial institutions
Authorized entities of the financial system for hosing

Savings and loan associations.........c.ceevuvuennns

Other financial institutions

Past Due Loan Portfolio of the Financial System
(as of December 31, 2011)

Total Loans Current Loans
% % of
Million total Million total
of US$ system of US$ by
loans entity
8,61t  100.C 7,93¢ 92.1
4,597 100.0 4,242 92.3
3,51¢ 100.( 3,24% 92.2
508 100.( 452 89.¢
2,433 100.0 2,069 85.0
122 100.( 12z 100.(
2,311 100.( 1,945 84.%
6,426 100.0 6,121 95.2
18t 100.( 16€ 89.7
82t 100.( 63¢ 77.
1,779 100.0 1,643 92.3
591  100.C 582 98.t
20,85  100.C  19,15¢ 91.¢

Source:General Superintendency of Financial Institutions

Past Due L
1-30 days 31-60 days 61-90 days _‘
Million Z‘; Million Z‘} Million Z‘; M
of US$ total of US$ total of US$ total o

237 2.7 126 1E 76 0.
92 20 81 18 3 08

125 3E 32 0¢ 38 11

21 4z 15 3¢ 4 o
24 92 49 20 22 09

0 oc 0 oc 0 oc

224 9.7 49 21 2 1C
147 23 59 09 26 04

7 4cC 4 2.4 3 1f

126 15F 3% 42 9 1c
82 46 27 15 12 07

6 1C 1 0z 1 01

831 4C 308 1EF 148 0.7
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Foreign Exchange and International Reserves
Foreign Exchange

Since 1992, there have been no controls on foreighange convertibility or remittances in CostaaRic
Costa Rican residents are allowed to buy or seflida exchange without restriction, and there areastrictions on
the repatriation in foreign currency of capital dividends by foreign investors. In addition, then@al Bank
authorized state-owned and private commercial btmgarticipate freely in the foreign exchange reairRarticipants
in the exchange market are authorized to maintaietgosition in foreign exchange of up to 100%capital, with
daily changes restricted to 1% of the previous sipgsition.

In 2006, the exchange rate regime shifted fromawlang peg — prevalent between 1992-2006 — to alrg
band. Initially, the width of the band was setrtorease on a daily basis with the ceiling increpabiyn0.14colonesand
the floor decreasing by 0.06 colomes day.

In 2008, the band was narrowed from 17 to 11 péagenpoints in response to the strong volatiligpiiyed
by the exchange rate at the outset of the globahfiial crisis, when the exchange rate depreciayeti0% over a
period of four months (April through August 2008)daremained at the top of the crawling band throDgtober. The
floor was fixed at the current level of 500 colopes dollar and the ceiling was set to increasygents per working
day. During this same period, the Central Bankriieed in the foreign exchange market, sellingtal @wf US$1.3
billion.

In 2009, the exchange rate remained at the topeottawling band through August and depreciated 6%,
partly reflecting the increase in the trade defibitiring the second half of 2009, the exchange latgan to turn
around, fluctuating within the band, and reflectendess negative behavior in net external demardhdhge rate
policy aimed at promoting flexibility and increagithe level of integration and efficiency in thedign exchange
market by incorporating additional participantsMI©ONEX, the foreign currency market organized by @entral
Bank that provides participants with an electrgiatform to negotiate and liquidate foreign curngircreal time.

In 2010, the net supply of foreign exchange in ket increased, reflecting an improvement in the
financial account of the balance of payments. Thhowt the year, the exchange rate appreciated addiional
11% over the appreciation already observed in 2688;hing 507 colones per US dollar, close to ot limit of
the crawling band. Given the significant supplyfareign exchange, on September 1, 2010, the bdatitextors of
the Central Bank agreed on an International Res&tengthening Program (“IRSP”), which consisted on
purchasing US$600 million between September 201D Recember 2011 as a precautionary measure. Between
September and December 2011, the Central Bank asednUS$265 million as part of the IRSP, and actated a
total of US$561 million for the year as a whole.

In 2011, the exchange rate remained relativelylstgbentral Bank intervention took place mostlyidgr
the first quarter, when the IRSP was completed with purchase of US$335 million, part of which vdase in
defense of the crawling band. A total of US$129ioml was accumulated in international reservesughout the
year. Higher current account deficit and lower gamgent borrowing compensated the increase in dingeistment
and other private inflows.

The following table sets forth the average andgokbend colén/dollar exchange rates for the datégpariods
indicated.

Nominal Exchange Rate

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

At December 31, 2008 ......... ] 526.4 ] 550.1
At December 31, 2009 ......... 573.4 558.7
At December 31, 2010 ......... 525.7 507.9
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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 ................. 505.2 498.5

At May 31, 2012 .........ccueee... 504.9 496.2
At June 30, 2012 .......ccceeeeeen. 500.2 492.6
At July 31, 2012 ......cccuveeeene 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 4925

Source: Central Bank

International Reserves

Net international reserves of the banking systemewS$3.6 billion at December 31, 2008, US$4.4duill
at December 31, 2009, US$5.3 billion at December2810, US$4.8 billion at December 31, 2011 and 4J5$
billion at September 30, 2012.

International reserves at the Central Bank re@m/gradually over the last 3 years, after high codity
prices and the global financial crisis in 2008 eabset reserves to decrease from $4.9 billion inl 2008 to $3.6
billion in October 2008. Positive net accumulatadreserves took place every year beginning in 20@®rnational
reserves increased by US$561 million in 2010, U3#832011 and by US$117 million from December 2€d June
2012.

As of September 20, 2012, net international reseat the Central Bank amounted to 3.5 months pbiita
(c.i.f.) and a 1.7 ratio relative to the money base

Securities Markets

Costa Rica has one stock exchange, the Nationek &xchange.

Laws regulating the securities market were enacteiP90 and 1998, the first of which was designed t
stimulate the development of the securities markgiart through the creation of ti®mision Nacional de Valores
(National Securities Commission), an entity undier authority of the Central Bank with supervisongterity over
the securities market in Costa Rica. The seconduch laws, which became effective on March 27,8199
restructured th€omision Nacional de Valores SUGEVAL.

SUGEVAL is responsible for promoting and regulatihg Costa Rican securities markets. Its functions
include authorizing public offerings of securitiéssuing securities regulations and supervising dperation of
stock exchanges. SUGEVAL regulates and supertisesecurities markets, including setting profesasiethics
standards, requiring information such as annuabrtsgrom listed companies, setting controls andajtees and
regulating the relationship between issuers andstors in the securities market. The securitieskatais
dominated by trading in debt securities (princip&8lovernment bonds), while trading in equity setoesiis limited.

During 2011, the National Stock Exchange workedhvitte SUGEVAL to actively participate on a
proposal that would boost the market, eliminateul&gry barriers and expand opportunities bothrfew issuers
and for financing investment projects.

The main regulatory changes in the securities maeroved by CONASSIF in the last three yearsuithel
reforms to public offering regulations to allowussices by public infrastructure trusts and chatmés/estment fund
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regulations to authorize private and venture chipiteéestment funds. Other regulations enacted dutiat period were
rating agencies rules to comply with IOSCO Prirespbn Rating Agencies, corporate governance régiugatwhich

are compulsory rules that apply to banks, brokemeigs, fund managers and insurance companiessemuities

clearing and settlement regulations.

The global financial crisis significantly impact@sta Rica’s stock market performance in 2008 nite
so in 2009, when volume traded at the exchangengelzland the average maturities of instrumentstshed. The
economic slowdown also pushed investors to holdofinvestment projects.

The following table sets forth trading volume fbetNational Stock Exchange for the periods indatate

Stock Exchange Trading Volume

(in millions of U.S. dollars, unless otherwindicated™®

For the Year ended December 31,

2008 2009 2010 2011
National Stock Amount  20Of Amount % of Amount % of Amount 2 Of
Exchange Total Total Total Total
Debt market
Public sector issuer
Short term
(Commercial pape............cc..... 77¢ 1.5% 857 1.9% 991 2.0% 738 1.2%
Long term
(bONAS) . 576 1.1% 1,698 3.7% 2,758 5.7% 3,974 6.5%
Total primary
mMarkel.......cooeeievee e 1,35¢ 2.6% 2,55¢ 5.6% 3,74¢ 7.7% 470¢  7.7%
Short term
(Commercial paper).........cceeu.... 565 1.1% 678 1.5% 450 0.9% 298 0.5%
Long term
(bONAS)....ciiieiiieiiicee e 3,242 6.3% 2,789 6.1% 4,284 8.8% 5336 8.7%
60.0
Repos®@®® ... 34,464  66.9% 27,270  60.1% 27,932 57.5% 36,615 %
Total secondary 69.2
MArKeL......coireeiere e 38,271 74.3% 30,737 67.7% 32,666 67.3% 42,249 %
76.9
Public sector total................... 39,625 76.9% 33,292 73.4% 36,415 75.0% 46,958 %
Financial sector
issuel
Short term
(Commercial paper).......cccveueene 1,385 2.7% 1,850 4.1% 1,779 3.7% 1,576  2.6%
Long term
(bONAS ..o 25¢ 0.5% 15E 0.3% 271 0.6% 22€  0.4%
Total primary
market.......ccccoovvvveeiiiee e 1,638 3.2% 2,005 4.4% 2,056 4.2% 1,802  3.0%
Short term
(Commercial pape......ccccevevueene 33¢ 0.7% 50< 1.1% 1,081 2.2% 1,39C 2.3%
Long term
(bONAS)....ceeieiieiece e 111 0.2% 61 0.1% 67 0.1% 274 0.4%
12.9
Repos?®@)_ ... 5470  10.6% 5768 12.7% 5,743 11.8% 7,878 %
Total secondary 15.6
market.......ccccooevvveeiiie e 5,919 11.5% 6,332 14.0% 6,891 14.2% 9,542 %
18.6
Financial sector total.............. 7,557 14.7% 8,337 18.4% 8,947 18.4% 11,344 %

Private sector issue
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Short term
(Commercial pape.......cccocvevueene -

Long term
(bONAS)....ceiiiiieciec e 52
Total primary
MArKe!....ccveeiieiie e 52
Short term
(Commercial paper)..........ceeu.... -
Long term
(bonds ....cccoovveevieiee e 44
Repos®®® ... 527
Total secondary
MArKe!....ccve e 567
Private sector tota ..........c...... 61¢
International issuer
Short term
(Commercial pape..........cccovenne 0
Long term
(BONAS)....oeeieeeececeee e 45
Repos®®@_ ... 469
International issuer
total .o 514
Debt market total ...........ccceeeee. $ 48,31!
StocKS...oovieiieee 142
Stock market total...........ccceeuene $ 14
Others.....ccveieiieeieeee e 3,058
National Stock
Exchange tota.........ccccoeeecvernnenne $51,51!
Market capitalization.................. 1,720
Number of listed
companie$? ........cocoecveceeeereenn 43
Issuing debt.............cee.e 37
Issuing stocks................. 17

0.0%

0.1%

0.1%

0.0%

0.1%
1.0%

1.1%
1.2%

0.0%

0.1%
0.9%

1.0%

93.8%
0.3%

0.3%
5.9%

100.0%

15
149

164

15t
814

972
1,137

11

60

319

390

$ 43,15t
31
$ 3

2,185

$ 45,37:
1,412

42
37
15

0.0%

0.3%

0.4%

0.0%

0.3%
1.8%

2.1%
2.5%

0.0%

0.1%

0.7%

0.9%

95.1%

0.1%
0.1%

4.8%

100.0%

- 0.0%
24 0.0%
24 0.0%
2 0.0%
258 0.5%
1,02¢ 2.1%
1,28 2.6%
1,307 2.7%
11¢€ 0.2%
26 0.1%
172 0.4%
314 0.6%
$ 46,98 96.8%
41 0.1%
$ 4 0.1%
1,515 3.1%
$ 48,53 100.0%
1,581
44
38
12

- 0.0%
24 0.0%

24 0.0%
0.0%

181 0.3%

1,171 1.9%

1,352
1,37¢

2.2%

2.3%

147  0.2%

55 0.1%

102 0.2%

304 0.5%

98.3
$ 59,98 %

75  0.1%
$ 7t 0.1%

980 1.6%
100.0
$61,03° %

1,661

46
35
10

(1) Transactions in colones have been translatedJ® dollars at the Central Bank in effect ondlage of the transaction.

(2) Repurchase agreements or repos.

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

(4) Repos includes interest on the transaction.

(5) Issuers authorized by the SUGEVAL to list sé@s on the stock exchange.

Source: SUGEVAL
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PUBLIC SECTOR FINANCES

The Costa Rican public sector is composed of thee@wmnent, non-financial public sector institutions
(including state-owned companies), and financidlliptsector institutions (including the Central Baand the state-
owned banks). Government expenditures are finatiwexigh the collection of income taxes, sales taniser
minor taxes and tariffs, as well as through doroestid external borrowings. In recent years, Gavemt’s current
expenditures have consisted primarily of wages saldries, interest on domestic public debt, penp@yments,
social security payments and transfers to a steue for higher education.

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

periods indicated.

Total revenue.........ccceeeeeeeeeeeen,
Currentincome .............ceeeee

Tax Revenues ........ccccoeeevvevennnnn.
Income tax
On imports

(O] g ISV oTo] ¢ (= TN

Sales (dOomMesStiC) ......covvvveeeennnes
Consumption (domestic) ...........
Other taxes .....cccccvvveeeeeveneeeennnn.
Social contributions

Non-taxes revenues ..................

Transfers
Capital revenue ...........ccoeeeeeees
Total expenditures ..................

Current expenditures ...............
Wages and salaries ..................
Goods and services

Interest on the public debt .........

DOMESLIC ..oevvvvveiiiicee e,
External .......cccooceiiiiiiiiiiiieene,
Current transfers
Public sector

Private sector

External sector ............ccoevvven....

Capital expenditures.................
Fixed investment ......................

Government Finances
(in millions of U.S. dollars and percentage of t@®P)
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For the Six
Months Ended
For the Year Ended December 31, June 30,
2008 2009 2010 2011 2012
millions % of millions % of millions % of millions % of millions % of
US$ GDP US$ GDP US$ GDP US$ GDP US$ GDP
$4,731 159 $4,121 140 $5,219 144  $5981 14.6 053, 6.8
4,730 15.9 4,114 140 5216 14.4 5,980 14.6 3,057.8 6
4577531 3,945 134 4,741 13.1 5476 13.4 2,822 6.3
. 031 4.4 1,199 4.1 1,423 3.9 1,639 4.0 829 1.9
" 298 1.0 204 0.7 240 0.7 290 0.7 137 0.3
. 9 00 8 0.0 8 0.0 8 0.0 4 0.0
1,7806.0 1,448 4.9 1,751 4.8 2,036 5.0 1,098 2.4
. 312 1.0 205 .7 0 279 0.8 345 0.8 192 0.4
868 2.9 881 3.0 1,039 2.9 1,159 2.8 562 1.3
. 83 0.3 59 03 116 0.3 132 0.3 70 0.2
22 0.1 230.1 52 0.1 45 0.1 14 0.0
49 0.2 51 0.2 307 0.8 327 0.8 151 0.3
1 0.0 7 0.0 3 0.0 1 0.0 0 0.0
4,675 15.7 5121 17.4 7,087 19.6 7,652 18.7 4,019.0 9
4,028 135 4,595 15.6 6,233 17.2 7,052 17.3 3,757.4 8
... 1,627 55 1,944 6.6 2,568 7.1 2,993 7.3 1,602 3.6
167 06 851 0.6 230 0.6 268 0.7 106 0.2
. 646 2.2 862 2.1 764 2.1 889 2.2 475 11
485 1.6 489 1.7 641 1.8 773 1.9 423 0.9
611 0.5 139 0.5 123 0.3 116 0.3 52 0.1
1,5885.3 1,837 6.3 2,672 7.4 2,902 7.1 1,573 3.5
762 2.6 837 2.8 1,000 2.8 1,123 2.7 536 1.2
814 2.7 981 3.3 1,623 4.5 1,762 4.3 1,030 2.3
6 0.0 5 0.0 7 0.0 8 0.0 4 0.0
7 0.0 14 0.0 41 0.1 9 0.0 3 0.0
524 1.8 526 1.8 854 2.4 600 1.5 262 0.6



Capital transfers ......cccccccceeviiiinns 117 40 143 0.5 123 0.3 142 0.3 29 0.1
Other ..o, 407 14 383 1.3 731 2.0 458 11 233 0.5
Fiscal balance (deficit) /surplus .. 56 0.2 (999) (3.4) (1,867) (5.2) (1,672) (4.1) (P62(2.1)
Current balance (deficit) /surplus 703 2.4 (4811.6Y (1,017) (2.8) (1,072) (2.6) (700) (1.6)
Primary balance (deficit)/surplus 702 2.4 (371)1.3] (1,203) (3.0) (783) (1.9) (487) (1.1)

(1) Amounts in U.S. dollars were converted fromoo@s using the historical average exchange ratiéoperiod indicated.
Source: Ministry of Finance

During the past years, the Government has embarkexfforts to improve tax administration, contraba
improve the quality of spending, modernize its imation systems, while introducing several lawsrgédoward
raising revenues. In 2011, the Government propas#escal Solidarity Law”, a tax reform that waspexted to
yield 1.5% of GDP in additional revenues for thev&mment. In April 2012, however, the Constitutio@aurt
decided to annul the law on procedural grounds.

During 2012, the Legislative Assembly passed legimh to improve tax administration and raise taxes

earmarked for social spending. During the firstf loél2012, the Government recorded a fiscal defii®.1% of
annual GDP, compared with a deficit of 2.2% of GiFing the same period in 2011. The Governmentafes to
maintain the same level of fiscal deficit mainlyedio the 11.7% tax revenue increase and a dedeleratcurrent
expenditure.

Tax administration improvements resulted in anéase in revenues as a percentage of GDP in the firs
half of 2012, compared with the same period in 20k performance of tax revenues was primarilyjarpd by
custom duties and sales taxes growth, consistéhtami economic acceleration during the first hathe year.
Additionally, the Government implemented strict tots on expenditures that resulted in a slowdoWwhe growth
rate of spending that began in 2011. In 2011, tbee@ment reduced the fiscal deficit to 4.1% of Giiin 5.2%
of GDP in 2010, primarily as a result of improvenseim tax revenues, an expenditure containmentypadind
delays in executing certain investment projectsh@lgh tax revenues improved slightly in 2011 to4%3 of GDP,
compared with 13.2% in 2010, their recovery remaingect to important risks, especially due toftagile state of
the world economy. The Government also enactednelipee directives geared toward containing disonetry
spending that allowed expenditures to grow by feas 4% annually, compared with 27% in 2010. Eveugh the
Government pushed for quick and efficient executibmvestment projects, some agencies were nettabéxecute
according to the desired timeline, which had tldérect effect of improving the overall deficit. Gaally, all
current expenditure items presented growth rateeddhan those observed in 2010, with the excepifanterest
debt payments in response to higher financing reqments by the Government.

In 2012, the Government passed a law that impoggthpenalties on tax crimes. The Government, as
part of its strategy to increase efficiency in tadection, is implementing a training program jatdges and
prosecutors to clarify how to identify and dealwtiax crimes.

The measures undertaken by the Directorate Geok@lstoms, Directorate General of Taxation and
Fiscal Control Police to reduce tax evasion anddnaere instrumental in increasing tax revenues ft0% in
2010t0 11.1% in 2011. In comparison with previgears, custom duties in 2011 presented a highevtgnate, as
did income tax collection, while the general satespresented a similar behavior compared with 2011

The fiscal situation deteriorated in 2010 in thalshiof the political transition where a new Goveemin
took office in May. The new Government had to eatdua strategy to improve the fiscal situation eodsider all
its options, including proposing a comprehensigedi reform. The Government designed a strategytdlo& into
account an incipient economic recovery process #fteglobal financial crisis of 2009. The execathranch used
administrative actions in order to increase thectiections by concentrating efforts in achievangtronger control
over high risk tax evasion groups, such as inforo@hpanies’ records, thereby improving the Govemtrae
position in the fight against tax evasion and caiveéind.

64



In 2010, the Government launched a digital publicchases model (Mer-link), a system that wouldvallo
enterprises, persons and suppliers, to sell ortrgaoods or services on-line with public ingtdns. At the end
of 2010, 17 public institutions were registeredhis system. This was part dfProyecto de Gobierno Digital”
(Digital Government Project). In addition, the Lelgtive Assembly approved a luxury house tax fardes that are
worth more than US$208,000. The revenues wouldabmarked to fund low income housing programs

In 2010, expenditures rose significantly, in linghathe trend of previous years. Total central gowgent
expenditures increased 26.8%, while non-interepeeditures increased by 29%. The expansionaryl fizaécy
that increased expenditure to avoid a recessiom@ @009 generated inertia in 2010. The Governnirer009
expanded social programs and increased publicrssaf@ries, measures that could not be revers2alf.

The following table sets forth the consolidatedlmubector deficit as a percentage of GDP for tagquls

indicated.
Consolidated Public Sector Deficit
(percentage of GDP)

2008 2009
GOVEIMMENT .oieieeeeeicccirer e ereea e 0.2% (3.4)%
Central Bank ............oooeeiiviiiiiies s e (0.2) (0.8)
Remainder of non-financial public sector ..... 410 0.3
TOtAl e (0.4) (3.9

Source: Ministry of Finance

For the Year Ended December 31,

2010 2011
(5.2)% 4.1)%
(0.5) (0.6)
0.3 0.5
(5.4) (4.2)

The following table sets forth the composition e iIGovernment’s tax revenues for the periods ineita

Income tax ............
Other taxes ............
Consumption .........
On imports ............
On exports .............

Source: Ministry of Finance

Composition of Tax Revenues
(percentage of total)

For the Year Ended December 31,

2008 2009 2010
100.0% 100.0% 100.0%
38.9 36.7 36.9
28.6 304 30.0
19.0 22.3 21.9
6.8 5.2 5.9
6.5 5.2 5.1
0.2 0.2 0.2

For the Six
Months
Ended
June 30,
2011 2012
.0RO0 100.0%
37.2 38.9
29.9 29.4
21.2 19.9
6.3 6.8
5.3 4.9
0.1 0.1

Tax revenues in 2010 recorded an increase of 10cb¥apared with a decline of 6.1% in 2009 and an

increase of 18.7% in 2008.
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Custom duties increased by 7.6% in 2010, compaiigd avdecrease of 25.2% in 2009. The increase in
customs duties was primarily driven by an incréadereign trade.

Most categories of tax receipts increased in respdo the economic recovery in 2010. Income taxes
presented some recovery signs in 2010, althougly,lthve not reached pre-crisis observed growtls.ratdividual
income taxes showed growth, partly due to an ugtudomestic economic activity. The growth in sabeses was a
response to higher domestic demand linked to imdlisind tourism activities. Taxes from manufagtgriand
construction activities, however, contracted. Ottaer revenues, including taxes on alcoholic bewesagevenue
stamps, and territorial exit fees fuel tax, decedasompared with 2009. Fuel tax increased by 4.9%.

In 2009, the Costa Rican economy was impacted &éyriternational financial crisis, including a draioa
slowdown in economic activity, as well as a decliméoreign direct investment. Even though all istties were not
affected in the same way, tax collections decregedore than 2 percentage points of GDP.

In this context, the Government promoted an expauasy fiscal policy, aimed at expanding aggregate
demand to moderate the impact of the recessionsirategy emphasized expenditure increases, asasédpping
into external financing to undertake social expemdi to protect the public investment program @nomote
financial stability. The Government financed mofktlese expenditures domestically, including thecpment of
US$150 million of bonds purchased by the Peopl&jsuRlic of China maturing January 23, 2020.

Tax collection contracted by 6.1% in 2008, mairdyaaconsequence of the global financial crisist@us
duties were the most affected, decreasing by mwe 25%, mainly due to the decline in imports. Aiddilly,
income taxes decreased slightly by 0.3% year-on-y&he size of the decline, however, implied andigant drop
in overall collections. Sales taxes also declingdLh.3% in 2008, mainly due to the deteriorationeobnomic
activity in commerce, construction, hotels andaesints.

Total Government expenditures increased by 19.392G69. Primary expenditure (total expenditure
excluding interest) increased by 21.5% in 2009mprily as a consequence of higher wages resultiog fa
Government policy that adjusted professional segaim the Government to be in line with the resthaf public
sector. Expenditures also increased as a resiiticofased transfers to the non-contributive pensémimes and
social programs (including current and capital ¢fars), including transfers to the CONAVI and FOMES

The following table sets forth the composition leé iIGovernment’s expenditures for the periods indita

Composition of Government Expenditures
(percentage of total expenditures)

For the Six
Months
Ended
For the Year Ended December 31 June 30,
2008 2009 2010 2011 2012
Total expenditures ............. 100.0% 100.0% 0.0% 100.0% 100.0%
Wages and salaries ............. 35.8 38.0 36.2 9.13 39.9
Current transfers ................ 34.9 35.9 37.7 37.9 39.2
Interest on the public debt .. 14.2 12.3 10.8 11.6 11.8
Capital expenditures .......... 115 10.3 12.0 87 6.5
Goods and services ............ 3.7 3.6 3.2 3.5 6 2

Source: Ministry of Finance
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In 2008, the Ministry of Finance executed initiasvto improve tax administration. In 2008, the
Government proposed budget amendments to attefabdosecurity and to recapitalize public banks. Doeget
amendments were passed in September 2008. Thenkvied Government banks to extend their creditluéipes.

During 2008, the Ministry of Finance continued torgue the modernization of the Customs and Domestic
Tax Administration. As a result of these effortse Government was able to include exports in thet@o Control
Technological Information System TIC@), the custoatiministration information system. Additionallyhet
domestic tax administratioD{reccién General de Tributacio(the “DGT")) has been introducing new web-based
tools that facilitate tax compliance.

The following table sets forth Government borroveitigr the periods indicated:

Government Financings
(in millions of U.S. dollars and percentage of t@®P)

2008 2009 2010 2011
Millions US$ %GDP  Millions US$ %GDP Millions US$ %GDP Millions US$ %GDP
Tax Revenues ........... $4,73115.9% $4,122 14.0% $5,217 14.4% $5,974 14.6%
Total Expenditure ..... 4,675 15.7 5,122 17.4 7,083 19.6 7,653 18.7
Overall Balance ........ 56 0.2 (1,000) (3.4) (1,866) (5.2) (1,679) (4.2)
Net Financing Required (42) (0.2) 976 3.3 1,866 5.2 1,679 4.1
Net External Borrowing (93) (0.3) (103) (0.4) 473 1.3 (223) (0.5)
Net Internal Borrowing 51 0.2 1,080 3.7 1,393 3.8 1,902 4.6
Central Bank ......... 78 0.3 (49) (0.2) (476) (1.3) 397 1.0
Commercial Banks (22) (0.2) 441 15 501 1.4 45 0.1
Government bonds net (165) (0.6) 717 24 820 2.3 1,554 3.8
Other .....cccceviinneen. 159 0.5 (30) (0.1) 548 15 (95) (0.2)
Residual ...........cc...... 14 0.0 (23) (0.1) (0) (0.0) 0 0.0

Source: Ministry of Finance

2013 Budget

The 2013 draft of the National Budget Law was pregaconsidering the difficult fiscal situation facby
Costa Rica in recent years, while considering tirarnitments that the Government made with the diffesectors of
the population. The proposed budget allocates 47fi%xpenditures to social sectors such as educasiocial
protection, health, housing, and recreation anti@llservices.

The 2013 budget proposal includes three new elesribat will have a substantial impact on revenues a
expenditures. First, the Legislative Assembly apptbtwo new taxes that have been allocated for exifp
purpose: the tax on legal persons (Law No. 9024d)tha tax on tobacco products (Law No. 9028). Téterated
revenue from these taxes (US$140 million, abouf0& GDP) implies an increase in both revenues and
expenditures. Second, though the Constitution masdhat 0.19% of GDP be spent on presidentiallegidlative
elections, the proposed budget includes only 0.88@DP under the assumption that the Legislativeefsbly will
approve a law to limit the expenditure temporasiynilar to the one approved in 2009 for the 20l&@tens. Third,
the bill entitled “The Efficient Management in PigbFinances”, currently under discussion in the itkegive
Assembly, includes a specific article that reduslestion spending to 0.08% of the GDP in 2013.

67



The following are the principal assumptions utitize the 2013 budget.

Assumptions Underlying 2013 Budget
(percentages, except as indicated)

101> 4o o PSP 5.0
DeVvalUation .........cooiiiiiiieiiiiiiii st e e e e e e e e e e e a e e e e e e aaaeeaeaaanes 2.7
Real growth in GDP ......uviiiiiiiieii e et ee e e e e e e e emmme e 4.3
Nominal growth iN GDP .........oo oo 9.6
Real INterest rate ........vuviiiiiiii e 3.9
NOMINAl INEIESE FALE ..oveveeveiiiiee e ceeree e e 8.9

Source: Ministry of Finance

The 2013 budget assumes total current revenueOftd & be 14.8% of GDP, or US$6.9 billion, implying
that revenues are expected to grow by 11.7%. Teoaénditures are anticipated to be 26.1% of GDR)$$12.3
billion, implying that expenditures are expectedjtow by 7.7%. The rate of growth in expenditusesxpected to be
lower than that observed in 2011 of 13.7% and ih226f 9.1%. Total expenditures as a percentage P @re
expected to be 0.4 percentage points less in 2G&8ih 2012. Budgeted interest expenditure for 28kXpected to
increase by 23.1%, compared with the 2012 budget.

Current expenditure in the 2013 budget is highan tturrent expenditure in the 2012 budget, mainky
higher interest expenses, the impact of taxesgal fgersons and tobacco products and the increaseeénses for the
elections in 2014. Current expenditures are exdgotgrow by 7.7% in 2013.

The 2013 budget anticipates that capital expereditimanced by domestic debt will decrease by 9%
compared with 2012. If the investment componerdrfoed with external resources is included, capitpenditures
are expected to grow by 23%, from 17% of GDP in2@119% of GDP in 2013.

The 2013 budget protects social spending, whideatsf the priorities of the Government. The sectbes
contribute the most to the budget growth are edlutg#3.7%), social protection (work and pensiof2s).0%) and
public safety (14.5%).

The 2013 budget contemplates a lesser amount elbiedness compared with the last two years asuth ofs
current income growing faster than amortizatiorss @@mestically financed expenditures, including eination.

The authorization by the Legislative Assemblytlee placement of securities in the internationatkeiais
also expected to substantially reduce the domestigponent of public indebtedness. In particulag, glacement of
securities abroad will replace expensive domestht ¢br external debt, thus allowing a significanbportion of the
scheduled repayments to be financed with the issuah external debt. The Government estimates dbatestic
indebtedness will be reduced by approximately 2520i13.

Despite the efforts in expenditure containmentiamatovements in tax collections, current incom@@13 is
not expected to be sufficient to fund all currexgenditure. Thus, 21% of current expenditure in28lanticipated to
be financed with public debt. Education, whichassidered public investment in human capital, h@serepresents a
high percentage of expenditure in the 2013 budget ia classified as a current expenditure. If tkpeases in
education are excluded from current expendituhes) turrent revenues is expected to cover all cuesenditures.

The budget for 2013 anticipates a fiscal deficitbd%, slightly lower than the projected fiscalidiffor
2012 of 5.4% of GDP.

The Government is implementing a comprehensiveaffistrategy, which includes the following key
initiatives:
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Restraining current expenditureBuring the past two years, the Government haseimented strict
policies to restrain current expenditures, whicteheontributed to the reduction of the growth rate
of current expenditures to single digits. Beginning2011, the Government issued a Presidential
Directive that froze employment levelposts and téahithe filling of vacancies. Additionally, the
Government has limited wage increases to expegfiadtion, including in the 2013 budget.

Safeguarding public investment and social spenditng Government is committed to undertaking
productive investment projects, using innovativeysvéo finance them. For example, it has used
concessions to expand and improve the road netwoports and ports. At the same time, it has
maintained or expanded social expenditures in a@asas security, education and health.

Strengthening the fight against tax evasion, elysand contrabandThe Legislative Assembly
approved in 2012 a set of laws that have eliminktegholes in tax and customs administration and
given the tax administration more instruments twéase the efficiency of tax and customs policies.
The recently approved Law on Fiscal Transpareroyvaltax authorities to more easily open bank
accounts for tax auditing purposes and facilitate®r tax administrations. Additionally, the fiscal
control police is also executing more operationd #me Ministry of Finance has reached an
agreement with the judicial branch to train thertoto better understand tax crime.

Expanding financing options for the Governmé&niring 2012, the Legislative Assembly approved a
law that authorizes the Government to place upoto billion U.S. dollars in the international
financial market over the next 10 years. By expagdhe possible investor base for Costa Rican
sovereign bonds, the Government expects to lowebadtrowing cost compared to the domestic
market, lowering the overall public sector defaild easing pressure on domestic interest rates.

Undertaking a National Dialogue to Achieve Furtligéscal Consolidationlt is a primary objective

of the administration to encourage a national diaéowith all stakeholders to reach a consensus on
ways to strengthen the finances of the public seatoluding the achievement of primary balance
equilibrium for the Government in the medium term.
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PUBLIC SECTOR DEBT

Costa Rica’s gross public sector debt is comprifatie domestic and external debt of the Governnthat
Central Bank, state-owned non-financial companies the autonomous agencies of the Government. Guasic
sector debt does not include public sector findringtitutions. Costa Rica’s total domestic puldiebt consists of
colén-denominated debt and foreign-currency denatathdebt issued in Costa Rica by the GovernmieatCentral
Bank and autonomous agencies of the Governmenhamdinancial public sector institutions and entigs. Costa
Rica’s total gross public sector external debt mief loans from foreign creditors to the Goveemty the Central
Bank, autonomous agencies of the Government andimeamcial public sector institutions and entergsisas well as
bonds of these entities issued outside of Costa. RicJune 30, 2012, approximately 3.3% of the le@ness of the
non-financial public sector was guaranteed by tbeeBment.

Costa Rica’s total gross public sector debt fluetddrom 39.4% of GDP in 2008 (US$11.2 billion)46.7%
in 2011 (US$18.9 hillion). After going through adal consolidation process driven mostly by streagnomic
performance during 2007 and 2008, the global firzrwrisis triggered an expansionary fiscal polibgt implied a
deterioration of public finances from 2009 onwaréidditionally, legal constraints obligated the Gowaent to rely
more on domestic resources to finance its fischtitldn 2008, 69.6% of total public sector debasvdomestic debt.
While the share of domestic debt of total publicteedebt decreased to 73.6% in 2009, it incress&%.6% in 2010,
and further increased to 79.0% in 2011.

On August 24, 2012 the Legislative Assembly appidvew 9070, which authorizes the Government tosissu
in the international markets up to US$4.0 billidrdebt over the next ten years, with a maximunu&$1.0 billion (or
its equivalent in other external currency) of dekt calendar year. The main objective of Law 90F0or the
Government to substitute expensive domestic debtakieaper external debt.

Government debt reached US$7.0 billion in 20087@xof GDP), US$8.2 billion in 2009 (27.2% of GDP),
US$10.9 billion in 2010 (29.2% in 2010) and US$1dlbon in 2011 (30.9% of GDP). Government defitreased by
6% of GDP from 2008 to 2011 mainly due to the daseein tax revenues and the expansionary fiscadypthlat the
Government implemented to mitigate the effectshef 2009 global financial crisis, which led to aoréase in the
deficit and gross financing needs. The Governmetit dontributed the largest share to total puldicta debt,
averaging 65.2% of total public sector debt overghriod from 2008 to 2011. Since 2004, the Goventrhas repaid
external debt by issuing relatively expensive ddibedebt. However, with the enactment of Law 90%e
Government will be able to issue external debefimance such maturities.

The following table sets forth the composition abjpic sector debt between domestic and external deb

Total Public Sector Debt
(in millions of U.S. dollars ed as a percentage of to
At December 31, At June 30

2008 2009 2010 2011 2012

Domestic Public Debt.. $7,794.6 69.6% $9,314.8 73.6% $12,118.8 75.6% $14,939.1 79.0% $16,722.6 80.8%
Foreign Public Debt....  3,409.8 304 3,3465 26.4 3,917.2 24.4 3,959.3 21.0 3,981.9 19.2

Total .o 11,204.4 1000 12,6612 100.0 16,0359 100.0 18,8983 100.0 20,7044 100.0
Source: Ministry of Finance
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Domestic Public Debt
Foreign Public Debt
Total
Source: Ministry of Finance

Total Public Sector Debt
(as a percentage of GDP)
At December 31,

2008 2009 2010 2011
0.4 31.1% 32.6% 36.9%
az 11.2 10.5 9.8
39.4 42.2 43.2 46.7

The following table sets forth the public sectobtdef the Government, non-financial public sectod ¢he

Central Bank as at the end of each year.

Total Public Sector Debt

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

At December 31 At June 30
200¢ 200¢ 201( 2011 2012
Central
Government... $7,033.3 62.8% $8,151.4 64.4% $10,851.3 67.7%  $12,489.2 66.1% $13,794.9 66.6%
Non-Financial
Public Sectc .. 1,416.9 12.6 1,975.2 15.6 2,440.9 15.2 3,055.6 16.2 3,371.9 16.3
Central Bank.. 2,754.2 24.6 2,534.6 20.0 2,743.7 17.1 3,353.6 17.7 3,537.6 17.1
Total ............ 11,2044 100.0 12,661.2 100.0 16,035.¢ 100.0 18,898.2 100.0 20,704.4 100.0
Source: Ministry of Finance
Total Public Sector Debt
(as a percentage of GDP)
At December 31,
2008 2009 2010 2011
Central Government ................ 24.7% 27.2% 9.2% 30.9%
Non-Financial Public Sector ... 5.0 6.6 6.6 7.6
Central Bank ..........ccceeeeeeeeenn. 9.7 8.5 7.4 8.3
Total e, 39.4 42.2 43.2 46.7

Source: Ministry of Finance

Domestic Debt

From 2008 to 2011, most of Costa Rica’s publicaedgbmestic debt was issued through bonds. Thedala
of public sector domestic debt was from loans byroercial entities and multilateral organizations.D&cember 31,
2011, the Government and the Central Bank kept #rgire stock of domestic debt in bonds, while nbe-financial
public sector had 21.0% of its stock of domestiat die loans.

Costa Rica’s public sector deficits are financedarily throughTitulos de Propiedad de la Deuda Interna
(“Treasury Bonds”). These instruments are sold arily through public auctions with a portion beiplaced with
state-owned institutions and enterprises. The @eBank’s debt is issued through BEM and certiéésatf deposit.
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The non-financial public sector has used the damesarket to finance itself in relatively small aombs
before 2008. Beginning in 2009, however, the noafitial public sector started increasing its uséhefdomestic
market. The non-financial public sector's domedgbt increased from US$89.5 million in 2007, to WS%5 million
in 2008, to US$413.7 million in 2009, to US$801.®iom in 2010 and to US$1.1 billion in 2011. Therease in the
use of domestic debt can be explained by Law 86668y de Fortalecimiento y Modernizacién de la Enties
Publicas del Sector Telecomunicacidheghich was approved by the Legislative Assemblyuly 2008 and allowed
the ICE to use domestic and external financialrimsents in amounts to cover its funding needs upst of its

assets.

As of December 31, 2011, the domestic debt obbgatiof the Central Bank accounted for US$3,310.5

million, or 22.2% of total gross public sector datie debt.

The Central Bank and the Government hold auctiérigeds and Treasury Bonds once a week, at which
time stock exchange brokers submit their bids atount and interest rates. The aggregate améwBiEMs and
Treasury Bonds offered in each auction is basetherfinancial needs of the Government and the digyiof the
financial system, compared with the Central Bamiktmetary targets.

The following table sets forth the gross publicteedomestic debt as of the dates indicated.

2008
Central
Government...... $4,983.7
Non-Financial
Public Sector...... 126.5
Central Ban ...... 2,684.4
Total .......ceunees 7,794.6

Source: Ministry of Finance

Gross Public Sector Domestic Debt

(in millions of U.S. dollars and as a percentagttdl)
At December 31,

63.9%

16

34.4

100.0

2009
$6,424.4 69.0%
413.7 4.4
2,476.7 26.6

9,314.8 100.0

2010

$8,6245 71.2% $10,482.6 70.2%

801.3 6.6
2,693.0 222

12,118.8 100.0

2011

1,146.0 7.7
3,310.5 222

14,939.1 100.0

At June 30,

2012

1,161.6

$12,062.5 72.1%

6.9

3,498.5 20.9

16,722.6 100.0

The following table sets forth the holdings of grgaiblic sector domestic debt as of the dates aibelic

Government bonds ............
Central Bank ................
Commercial banks .................
Public institutions ..........
Internal private sector ..............
External sector ............cccoeeeenn..

Central Bank bonds (BEMS).....

National banking system

Public institutions ..........
Internal private sector ....

Holdings of Gross Domestic Debt
(percentage of total gross domestic debt)
At December 31,

2008
64.0 %
0.6
10.7
39.2
11.2
2.3
36.0
6.0
14.6
15.4
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2009
74.0 %
0.5
15.8
36.8
16.8

4.2
26.0
5.1

10.1
10.8

2010
74.9 %
0.3
18.7
36.7
15.9
3.4
25.1
5.9
8.9
10.3

2011

74.3 %
0.2
16.4
38.0
17.0

2.7
25.7
7.1

9.0

9.6



Total

100.0 100.0

100.0

100.0

(1) The Central Bank is prohibited from financimg tactivities of the Government, except under Bohispecific
circumstances. See “Monetary System—Central Bank”.

Source: Ministry of Finance and Central Bank of &oRica

The following table sets forth the aggregate ppatiamount of Government bonds in circulation athef

dates indicated.

Government Bonds in Circulation

(in millions of U.S. dollars at book value, exceercentagés)

At December 31, 2008
At December 31, 2009
At December 31, 2010
At December 31, 2011
At June 30, 2012

Total Colon U.S:
- Denominated Bonds Denominated Debt
$7,035.3 100%  $4,263.4 60.6% $2,270.3 32.3%
8,146.6 100% 5,262.7 64.6% 2,411.7 29.6%
10,848.0 100% 7,170.5 66.1% 2,703.9 24.9%
12,486.2 100% 8,790.3 70.4% 2,692.3 21.6%
13,794.9 100% 10,015.1 72.6% 2,797.4 20.3%

(1) Percentage of total Government debt

Source: Ministry of Finance

Other

Currencies

$499.5.1%
472.5 5.8%
976.3 %9.0
998.9 %8.0
979.4 1%7.

Historically, the Government and the Central Bas&ued debt with maturities of six months or less.
Beginning in 1999, the Government and the CentaikBdeveloped more competitive joint auctions tgtothe
use of standardized financial instruments and sugreater amount of debt with terms of one, thiiee, seven,
10 and 15 years. The following table sets forth iregurities for Government bonds in circulationcighe dates

indicated.

From 8 to 30 days
From 31 to 90 days
From 91 to 180 days
From 181 to 360 days
From 361 to 720 days

Source: Ministry of Finance

External Debt

Government Bonds in Circulation, by Maturity
(percentagef total Government debt)

At December 31,

2008 2009 2010
................ 2.8% 3.8% 2.6%
................ 65 3.8 7.1
................ 8 2. 25 3.8
................ 6.5 7.9 6.8
................ 8.6 14.0 10.7
................ 155 16.7 13.0
................ 251. 455 47.0
.......... 92.9 94.1 91.0

At June 30,

2011 2012
1.6% 1.9%
6.2 3.9
5.8 3.9
3.6 8.7
7.3 7.8
19.9 20.5
475 46.2
91.9 92.9

Gross public sector external debt decreased by @24S$3.4 billion at December 31, 2008, and furthe
decreased by 1.9% to US$3.3 billion at DecembeB8@9. Gross public sector external debt increbyeti7.1% to
US$3.9 billion at December 31, 2010, compared 2009, principally due to the receipt of a budgegtpsut loan of
US$500 million from the World Bank with a maturit 30 yearsThe purpose of the loan is support the development
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of financial policies and competitiveness. Grosblipusector external debt increased by 1.1% to UB®$dlion at
December 31, 2011, compared with 2010.

At December 31, 2011, Costa Rica’'s public sectdereal debt consisted principally of obligations to
multilateral organizations in the amount of appneaiely US$2.2 billion, bonds in an outstanding aggte amount of
US$1.4 billion, and bilateral debt in the amountUf$$394.2 million. Approximately 50.5% of the pubkector
external debt is floating-rate debt.

At December 31, 2011, approximately 91.3% of thblipusector external debt was denominated in U.S.
dollars, approximately 5.7% of the public sectoteexal debt was denominated in Japanese yen amdxapptely
2.0% was denominated in the IADB unit of account.

From 2007 to 2011, the ratio of non-financial palslector external debt to GDP grew from 3.9% in72@0
5.2% in 2009, but decreased to 4.7% in 2011. Toee@se in the ratio of public sector external delsDP is partly
explained by an increase in the use of externahfimg by the ICE as a result of Law 86&@Yy de Fortalecimiento y
Modernizacion de las Entidades Publicas del Setsecomunicacionés approved by the Legislative Assembly in
July 2008, which allowed the ICE to use local artdmational markets to meet its funding needs.

The following table sets forth the total gross priBkector external debt, net of gross internatioasérves
of the Central Bank, as of the dates indicated.

Total Gross Public External Debt, Net of Reserves
(in millions of U.S. dollars)

As of December 31, At June 30,
2008 2009 2010 2011 2012
Total gross public external debt ................ $3,410 $3,346 $3,917  $3,959 $3,982
Less: gross international reserves .......... 4,397 3,844 4,072 4,633 4,843
Total public external debt, net of reserves........ (988) (498) (155) (674) (861)

Source: Ministry of Finance

Costa Rica’s public external debt is held by aetgrof multilateral, bilateral and private commatddank
creditors, as well as a large number of non-resifieancial institutions. Commercial bank creditoholders of
bonds and multilateral organizations accounted®fv % of total gross public sector external delstamding as of
2011. The IADB and CABEI are Costa Rica’s largesdiors, accounting for 19.0% and 14.6%, respeltjvof
the gross public external debt as of 2011.

74



The following table sets forth the total gross [ubkkctor external debt, by creditor and percentddetal,
as of the dates indicated.

Multilateral ..................
World Bank ...............
Inter-American

Development Bank.........
Central American Bank

for Economic Integration

(O] 11T S I

Bilateral

Commecial Bank:..........
Bonds and floating rate
(210] 11 RN

Source: Ministry of Financ

Gross Public External Debt, By Creditor and Percerage of Total
(in millions of U.S. dollars and as a percentagetl)

200¢

$1,404.5 41.2%

41.2
691.0
488.2
184.2
338.6

16.6

1,650.0

3,409.8

1.2

20.3

14.3

5.4

9.9

0.5

48.4

100.0

As of December 31,

200¢

57.7
686.0
636.1
2274
375.2

141

1,350.0

3,346.5

$1,607.2 48.0%

201(

$2,138.0 54.6%

201

$2,206.1 55.7%

1.7 569.9 145 586.6
20.5 699.8 17.9 751.5
19.0 662.1 16.9 579.1

6.8 206.2 53 288.9
11.2 417.7  10.7 394.2

0.4 115 0.3 9.0
40.3 1,350.0 345 1,350.0

100.0 3,917.2 100.0 3,959.3

At June 30,
201z

14.8

19.0

14.6

7.3

10.0

0.2

34.1

100.0

588.1
724.9
529.8
416.3
365.2

7.7

1,350.0

3,981.9

The following table sets forth the amortization edhle of Costa Rica’s consolidated public sectéeresal
debt for the five years ending December 31, 20%Gluding interest payments on such debt.

Amortization of Gross Public External Debt

(in millions of U.S. dollars)

201%

201¢

201¢

201¢

Multilateral

$231.62 $192.97 $181.26 $176.00

Inter-American Development Bank ...........cccceeceeenene

WOrld BankK .........oeeeeeiiiiiiiieieee e

Central American Bank for Economic Integration......

Bilatera

Commercial Banks

Source: Ministry of Finance

80.76 72.70 74.72 76.33
8.53 8.53 9.47 28.99
93.12 71.49 62.45 52.66
49.21 40.24 34.63 18.03
48.72 37.96 27.84 26.54
2.56 2.56 1.28 -
290.00  310.00 - -
572.89 54348 210.38 202.54

75

N
=
~1

$167.20
70.68
28.05
51.48
16.99

26.61

193.81

$2,259.0 56.7%

14.8

18.2

13.3

10.5

9.2

0.2

33.9

100.0



The following table presents public sector extedwdit by maturity.

Public Sector External Debt, by Maturity
(as a percentage of total)

At December 31 At June 30,
2008 2009 2010 2011 2012
Lessthanayear .........ccceeeenns 13.5% %6.0 12.4% 14.5% 18.2%
2to5years ....oooocceeeiiiiiiiinns 443 9.15 453 38.5 30.9
6to10years .......ccoeeerviivieennnnns 27.1 .618 24.3 294 34.4
More than 11 years ................. 15.2 16.3 917 17.6 16.5
Total v 100 100.0 100.0 100.0 100.0

Source: Ministry of Finance

The following table sets forth Costa Rica's totalblic sector external debt service for the periods
indicated.

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

At December 31, At June 30,
2008 2009 2010 2011 20129

Interest payments ...........cccocceeeeeeneenne. $224.0 $219.0 $206.5 $195.1 $95.7
Amortization .......cccceeeeeiiiiiiiieiennennn, 645.4 468.9 222.7 549.9 474.9
Total coveeiiieiiee e 869.4 688.0 429.3 745.0 570.7
Total EXPOMS ..o eeies 9,503.7 8,783.7 9,448.1 10,408.4 5,959.2
Foreign Debt Services as % of Gross

Public Debt .....cooeviveiiiiiiii e 3.0% 2.3% 1.2% 1.8% -

Source: Ministry of Finance
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The following table sets forth public external ddbhominated in foreign currency, by currency, aluoe
30, 2012.

Summary of Public External Debt Denominated in Forgn Currency, by Currency

(in millions of U.S. dollars, excepercentage

At December 31, At June 30
2008 2009 2010 2011 2012
Amount Percentage Amount Percentage Amount Percenge Amount Percentage Amount Percentage

U.S. dollar... $3,087.0 90.5% $3,006.8 89.8% $3,539.4 90.4% $3,613.1 91.3% $3,667.5 92.1%
IADB unit of

account....... 160.0 4.7 129.8 3.9 105.8 2.7 78.5 2.0 65.6 16
Japanese yen 114.2 33 161.4 4.8 225.2 5.7 226.0 5.7 208.9 5.2
Swiss Franc. 1.2 0.0 11 0.0 0.9 0.0 0.7 0.0 0.6 0.0
Sterling ....... 25 0.1 2.3 0.1 1.8 0.0 14 0.0 1.2 0.0
Canadian dollar 21 0.1 1.8 0.1 1.2 0.0 0.6 0.0 0.4 0.0
Euro.......... 40.3 12 41.4 1.2 415 11 38.4 1.0 37.4 0.9
SDR.........t 1.2 0.0 0.9 0.0 0.5 0.0 0.2 0.0

Other Currency 1.2 0.0 1.0 0.0 0.7 0.0 0.4 0.0 0.3 0.0
Total ......... 3,409.8 100.0 3,346.5 100.0 3,917.2 100.0 3,959.3 100.0 3,981.9 100.0

Source: Ministry of Finance

IMF, World Bank and IADB Financial Support

As of September 2012, loans to the Government frautiilaterals amounted to US$1.4 billion, of which
US$858.1 million (65%) came from the IADB, US$197dllion (14.7%) came from the World Bank and the
balance from other multilaterals. In November 2abh2, Government entered into a loan agreementtivithWorld
Bank for US$200 million to support the Governmemtfforts to improve higher education.

In 2011, total disbursement from mulitlaterals amted to US$100.7 million to the Government, of vbhic
70.3% came from the IADB and was targeted to ptejéor road infrastructure. Additionally, the WorBhank
disbursed US$23.9 million for projects in educatéonl contingent credit for disaster relief.

In 2010, the Government received US$564.5 millimnt several multilaterals, including US$500 million
from the World Bank for budget support to amorgzpensive commercial debt and US$35.8 million fthen|ADB
for road infrastructure projects and mapping.

In 2009, the Central Bank and the Ministry of Ficarentered into a Precautionary Stand-by Arrangemen
with IMF for US$735 million that would extend ovar15-month period. The purpose of the arrangemaeist to
provide the Central Bank with enough resourceade finy liquidity problems in the financial systena deterioration
in the balance of payments, in connection with gldlmancial turbulence. The arrangement expired0df0 with all
reviews completed and without any disbursementsmad

In 2008, the Government received US$20.9 millimmfrmultilateral institutions.
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TERMS AND CONDITIONS OF THE NOTES

The Republic will issue the Notes under a fiscaraxy agreement, to be dated as of November 21, 2012
among the Republic, The Bank of New York Mellon figsal agent, principal paying agent, registrad &nransfer
agent, and The Bank of New York Mellon (LuxembouBgh., as paying and transfer agent in Luxembourg.

This section of the Offering Circular is intendedlte a summary of the material provisions of tisedi
agency agreement and the Notes. This summary [gigdan its entirety, by reference to all of theovisions of the
fiscal agency agreement and the terms of the N@epies of the fiscal agency agreement and thestathe
Notes are on file and may be inspected at the catparust office of the fiscal agent in The CifyiNew York and
at the offices of the paying agents specified anlihck cover of this Offering Circular. The defimits of certain
capitalized terms used in this section are set fonder “—Defined Terms.”

The Notes issued under this Offering Circular confarovisions regarding acceleration and voting on
amendments, modifications and waivers that diffemfthe provisions governing the series of notesdd by the
Republic in the past. These provisions are commoefgrred to as “collective action clauses.” Undeese
provisions, the Republic may amend certain key $eofnithe Notes, including the maturity date, ameyayable
and other payment terms, with the consent of faiven all the holders of the Notes. These colleciistgon clauses
are described below.

Principal and Interest
The Notes will:

» be limited to the aggregate principal amount of U880,000,000 (except as otherwise provided
under “—Replacement, Exchange and Transfer” andurtHer Issues” below);

» be issued in denominations of US$200,000 and iategultiples of US$1,000 in excess thereof;
* mature and be repaid at par (unless previouslyidgpa January 26, 2023; and

» bear interest from November 21, 2012 at a rate28@%6 per annum, payable semi-annually in
arrears on each January 26 and July 26, commeanidgly 26, 2013. Interest on the Notes will
be calculated on the basis of a 360-day year dimgisf 12 months of 30 days each and, in the
case of an incomplete month, the number of daysseth

Status of the Notes

The Notes will constitute general, direct, uncoiodial and unsecured Public External Indebtedneskeof
Republic and will ranlpari passun right of payment, without any preference amdmgntselves, with all unsecured
and unsubordinated obligations of the Republicsené and future, relating to Public External Inéeloiess of the
Republic. The Republic has pledged its full faittd @redit for the due and punctual payment of mibants due in
respect of the Notes.

Replacement, Exchange and Transfer

The global notes may be presented for registragfotmansfer or exchange at the corporate trusteftf
the registrar, or at the office of any transfer rageferred to above, including the Luxembourg $fan agent,
subject to the limitations set forth in the fiseglency agreement. Upon due presentation for ratigstrof transfer
or exchange of any global note, in whole but nopamt, the fiscal agent shall authenticate, in erge for such
global note, global notes of the appropriate forrd denomination and of an equal principal amouhichvwill be
made available to the respective holder at theceffof any transfer agent referred to above, inolydihe
Luxembourg transfer agent.
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No service charge will be imposed upon the holder global note in connection with exchanges fobgl
notes of a different denomination or for registratiof transfers thereof, but the Republic may caatge party
requesting any registration of transfer, exchamgeegistration of global notes a sum sufficientreégmburse it for
any stamp or other tax or other governmental cheggeired to be paid in connection with such transéxchange
or registration. The Republic, the registrar ang atiher agent of the Republic may treat the pemsamhose name
any global note is registered as the owner of glmbal note for all purposes.

If a Note becomes mutilated, defaced, destroyedt dostolen, the Republic may issue, and the Ifesgant
will authenticate and deliver, a substitute delsusigéy in replacement therefore at the office of aransfer agent
referred to above, including the Luxembourg transfgent. In each case, the affected holder wiltdzpiired to
furnish to the Republic and the fiscal agent aremdity under which holder agrees to pay the Reputiie fiscal
agent and the other specified parties for any b#isey may suffer relating to the debt security thas mutilated,
defaced, destroyed, lost or stolen. The Republicthe fiscal agent may also require that the affbtiolder present
other documents and proof. The affected holder vélrequired to pay all expenses and reasonabtgehéor the
replacement of the mutilated, defaced, destroyed,dr stolen debt security and a sum sufficiertoleer any tax or
other governmental charge that may be imposedatioe thereto.

Certain Covenants of the Republic

1. So long as any Note remains outstanding (asiefin the fiscal agency agreement), the Repullic w
not create or allow any Lien to be placed on theletor any part of its present or future revenypesperties or
assets to secure the Public External Indebtedniessyo Person unless, at the same time or prioretbethe
Republic creates or allows a Lien on the same tdonsts obligations under the Notes. Notwithstargdithe
foregoing, the Republic may create or allow théofeing (each a “Permitted Lien”):

« any Lien upon property to secure Public Externdebtedness incurred for the purpose of
financing the acquisition of property over whicltBlLien has been created and any renewal or
extension of any such Lien which is limited to tr&ginal property covered thereby and which
secures only the renewal or extension of the asiggecured financing;

* any Lien existing in respect of an asset at the tirfnits acquisition and any renewal or extension
of any such Lien which is limited to the originaisat covered thereby and which secures only the
renewal or extension of the original secured fifagic

« any Lien in existence on the date of the fiscahageagreement, including any renewal or
extension thereof which secures only the renewektension of the original secured financing;

« any Lien securing Public External Indebtednessrimcufor the purpose of financing all or part of
the costs of the acquisition, construction or depelent of a project and any renewal or extension
of any such Lienprovidedthat (a) the holders of such Public External Inddbess agree to limit
their recourse to the assets and revenues of softpas the principal source of repayment of
such Public External Indebtedness and (b) the ptppger which such Lien is granted consists
solely of such assets and revenues or claims tisa&t fiom the operation, failure to meet
specifications, failure to complete, exploitatisale or loss of, or damage to, such assets;

« any Lien securing Public External Indebtednessrayim the ordinary course of business to
finance export, import or other trade transactiovith a maturity of not more than one year; and

» Liens in addition to those permitted above, andramgwal or extension theregkovidedthat at
any time the aggregate amount of Public Externdéltwedness secured by such additional Liens
shall not exceed the equivalent of US$40,000,000.

2. The Republic will (i) obtain and maintain in Iffibrce and effect all approvals, authorizationstmits,
consents, exemptions and licenses and will taketh#r actions (including any notice to, or filiog registration
with, any agency, department, ministry, authorgtatutory corporation or other body or juridicaltignof the
Republic or regulatory or administrative body o€ tRepublic) which are necessary for the continuediliity and
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enforceability of the Notes and (ii) take all nesay and appropriate governmental and administradstion in
order for the Republic to be able to make all paym¢o be made by it under the Notes.

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

4. The Republic will use its reasonable best efftotlist the Notes, and thereafter to maintainligtang of
the Notes, on the Official List of the Luxembourgp&k Exchange.

Events of Default
Each of the following events will constitute an evef default under the Notes:

1. Non-Payment

* The Republic fails to pay principal on any of thet&s when due and such failure continues for a
period of 30 calendar days;

* The Republic fails to pay interest on any of thed$ovhen due and such failure continues for a
period of 30 calendar days;

2. Breach of Other ObligationsThe Republic fails to perform any other obligationder the Notes and
such failure continues for a period of 60 calerdtays after written notice requiring the same tadraedied shall
have been given to the Republic (with a copy tdfigeal agent) by the holder of any Note;

3. Cross Default The Republic fails to make any payment in respéeiny Public External Indebtedness in
an aggregate principal amount in excess of US$83)00 (or its equivalent in any other currency) wipayable
(whether upon maturity, acceleration or otherwasesuch time may be extended by any applicablegradod or
waiver) and such failure continues for a periodlbfcalendar days after written notice requiring shene to be
remedied shall have been given to the Republidh(aitopy to the fiscal agent) by the holder of Hioye;

4. Moratoriumt The Republic declares a moratorium with respet¢hé payment of principal of or interest
on Public External Indebtedness, which moratoriw@sdnot expressly exclude the Notes; or

5. Validity: Any of the following occurs:

» the Republic contests the validity of the Notea fiormal administrative, legislative or judicial
proceeding;

« any legislative, executive or judicial body or offil of the Republic which is authorized in each
case by law to do so declares the Notes invalithenforceable;

» the Republic shall deny any of its obligations urttie Notes;

» any constitutional provision, treaty, conventicaw| regulation, official communiqué, decree,
ordinance or policy of the Republic, or any finakision by any court in the Republic having
jurisdiction, purports to render any material peden of the Notes invalid or unenforceable or
purports to prevent or delay the performance oenlasice by the Republic of any of its material
obligations thereunder; or

* any constitutional provision, treaty, conventicawy] regulation, ordinance, decree, consent,
approval, license or other authority necessaryntibke the Republic to make or perform its
material obligations under the Notes, or the vglidr enforceability thereof, shall expire, be
withheld, revoked, terminated or otherwise ceasenaain in full force and effect, or shall be
modified in a manner which adversely affects agits or claims of any of the holders of the
Notes.
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If any of the events of default described abovauoz@and is continuing, the holders of at least 26%e
aggregate principal amount of the Notes, so longuat event of default is continuing, may by writtemand to
the Republic (with a copy to the fiscal agent) deelthe principal of and any accrued interest enNbtes held by
such holders to be immediately due and payablenl@my declaration of acceleration, the principateiiest and all
other amounts payable on the Notes will become idiately due and payable, unless prior to receipsuath
demand by the Republic all such defaults shall Haeen cured. The holders of more than 50% of tlygeagte
principal amount of the outstanding Notes may regoir annul a declaration of acceleration on betfadl holders
of Notes if:

» following the declaration that the Notes are imraésly due and payable, the Republic deposits
with the fiscal agent a sum sufficient to pay aue principal, interest and other amounts in
respect of the Notes, as well as the reasonabteafed compensation of the fiscal agent; and

» all other events of default have been remedied.

Definitions

As used herein under “—Certain Covenants of theuBkp” “—Status of the Notes” and “—Events of
Default™

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

“Indebtedness” means a person’s actual or contingayment obligations for borrowed money together
with such person’s actual or contingent liabilitiesder guarantee or similar arrangements to seherpayment of
any other party’s obligations for borrowed money;

“Lien” means any lien, pledge, mortgage, securittetiest, deed of trust, charge or other encumbrance
whether in effect on the date of the fiscal agesgseement or at any time thereafter, includingheuit limitation,
any equivalent claim or interest created or arisingder the laws of Costa Rica;

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

“Public Indebtedness” means, with respect to amgqge any Indebtedness of, or guaranteed by, such
person which (i) is publicly offered or privateliaped in securities markets, (ii) is in the form @f represented by,
bonds, notes or other securities or any guarankeseof, (iii) is, or was expressly intended at tinge of issue to
be, quoted, listed or traded on any stock exchamgfemated trading system or over-the-counter loeragecurities
market (including, without prejudice to the geniyabf the foregoing, securities that are issue@imagt cash
consideration and that are eligible for sale punsua Rule 144A or Regulation S (or any successev br
regulation of similar effect)), or (iv) is represed by loan agreements with international finanicistitutions.

Modifications, Amendments and Waivers

A meeting of holders of the Notes may be calledrat time and from time to time to make, give oretak
any request, demand, authorization, direction,cepttonsent, waiver or other action provided byfibeal agency
agreement or such Notes to be made, given or takdmwlders of the Notes or to modify, amend or $eipent the
terms of the Notes or the fiscal agency agreemeheeeinafter provided.

The Republic may at any time call a meeting of brddof the Notes for any such purpose to be held at
such time and at such place as the Republic settmine. Notice of every such meeting, settinghfthie time and
the place of such meeting and in reasonable db&ihction proposed to be taken at such meetird), lsb given as
provided in the terms of the Notes, not less tham@& more than 60 calendar days prior to the fis¢el for the
meeting.
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If the Republic or the holders of at least 10% gyragate principal amount of the outstanding Notes
request that the fiscal agent call a meeting ofhiblelers of such Notes for any such purpose, bjtewirequest
setting forth the time and place of, and in reabtmédetail the action proposed to be taken atptheting, the fiscal
agent shall call such meeting for such purposegivigg notice thereof as provided in the termsuaftsNotes.

To be entitled to vote at any meeting of holderghaf Notes, a person must be a holder of outstgndin
Notes or a person duly appointed by an instrumentriting as proxy for such holder. The persons vhotd a
majority in principal amount of such outstandingté® shall constitute a quorumrovided, howeverthat for
purposes of a meeting of holders that proposesstuss reserved matters, which are specified behmlders or
proxies representing 75% of the aggregate prin@paunt of the outstanding Notes will constitutguarum.

In the absence of a quorum, the meeting shallpiivened at the request of the holders, be dissolned
any other case, the meeting may be adjourned pariad of not less than 10 calendar days as detedridy the
chairman of the meeting prior to the adjournmerguath meeting. In the absence of a quorum at aty adjourned
meeting, such adjourned meeting may be furtheruad@a for a period of not less than 10 calendars das/
determined by the chairman of the meeting prioth® adjournment of such adjourned meeting. Notic¢he
reconvening of any adjourned meeting shall be givethhe same manner as provided in the precedinagpaph.
Notice of the reconvening of an adjourned meetingllsstate expressly that, at the reconvening of meeting
adjourned for a lack of a quorum, the personsledtib vote 25% in principal amount of the outstagdNotes shall
constitute a quorum for the taking of any actionfegth in the notice of the original meeting.

Any meeting of holders of Notes at which a quorgnpiiesent may be adjourned from time to time by a
vote of a majority in principal amount of the oatstling Notes represented at the meeting, and tletinrgemay be
held as so adjourned without further notice.

With (i) the affirmative vote, in person or by psothereunto duly authorized in writing, of the hels of
not less than 66 2/3% in aggregate principal amofisuch Notes then outstanding represented atedimgeduly
called and held as specified above, or (ii) thettemi consent of the holders of 66 2/3% in aggregaitecipal
amount of such outstanding Notes, the Republicthadiscal agent may modify, amend or supplementéhms of
such Notes or, insofar as affects such Notes,islealfagency agreement, in any way, and such oltey make,
take or give any request, demand, authorizatiarection, notice, consent, waiver or other actioovfted by the
fiscal agency agreement or such Notes to be mag gr taken by holders of such Notes.

However, the holders of not less than 75% of thgregate principal amount of the outstanding Notes,
voting at a meeting or by written consent, mustseo to any amendment, modification, change or evaiith
respect to the Notes that would:

» change the due date for the payment of the prihoifipar any installment of interest on, any Note;

» reduce the principal amount of any Note, or thdiporof such principal amount which is payable
upon acceleration of the maturity of such Notetherinterest rate thereon;

» change the coin or currency in which any paymeméspect of any Note is payable or the place at
which payment in respect of the Note is payable;

» permit the Republic to redeem the Notes, or if negiiion is already permitted, set a redemption
date earlier than the date previously specifieceduce the redemption price;

* reduce the percentage or proportion of the prin@p#ount of the Notes the vote or consent of the
holders of which is necessary to modify, amendupptement the fiscal agency agreement or the
terms and conditions of the Notes or to make, tal@ve any request, demand, authorization,
direction, notice, consent, waiver or other actioovided thereby to be made, taken or given, or
change the definition of “outstanding” with resptcthe Notes;

» change the obligation of the Republic to pay addal amounts;

» change the governing law provisions of the Notes;
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» change the courts to the jurisdiction of which Republic has submitted, the Republic’s
obligation to appoint and maintain an agent foviserof process with an office in New York or
the Republic’s waiver of immunity, in respect ofians or proceedings brought by any holder
based upon the Notes, as described in this Off&ingular;

* in connection with an exchange offer for the Notasend any event of default under the Notes;
or

» change the status of the Notes, as described testatus of the Notes” above.
Any such modification, amendment or supplementldfeabinding on the holders of Notes.

The above subjects are referred to as “reservetersdtA change to a reserved matter, including the
payment terms of the Notes, may be made withouttmsent of each noteholder, as long as a supeiitgayd the
holders of the outstanding Notes (that is, the &i@dbf at least 75% of the aggregate principal arhafi the
outstanding Notes) agrees to the change.

For purposes of determining whether the requiredgrgage of holders of the Notes has approved any
amendment, modification or change to, or waivertb& Notes or the fiscal agency agreement, or venete
required percentage of holders has delivered eacenatf acceleration of the Notes, Notes owned, tlirear
indirectly, by the Republic or any public sectostiumentality of the Republic will be disregarded aleemed not
to be outstanding, except that in determining wetthe fiscal agent shall be protected in relyimpru any
amendment, modification, change or waiver, or astyce from holders, only Notes that a responsilffieer of the
fiscal agent knows to be so owned shall be soglisded. As used in this paragraph, “public sectstrimentality”
means the Central Bank, any department, ministryagency of the government of the Costa Rica or any
corporation, trust, financial institution or othemtity owned or controlled by the government of @dRica or any of
the foregoing, and “control” means the power, dlyeor indirectly, through the ownership of the vt securities
or other ownership interests or otherwise, to ditee management of or elect or appoint a majaithe board of
directors or other persons performing similar fiores in lieu of, or in addition to, the board ofrelitors of a
corporation, trust, financial institution or otreamtity.

The Republic and the fiscal agent may, withoutubie or consent of any holder of Notes, modify, ache
or supplement the fiscal agency agreement or thesNfor the purpose of:

* adding to the covenants of the Republic for theefienf the holders of Notes;
» surrendering any rights or power conferred uporRépublic;
* securing the Notes pursuant to the requirementseofotes or otherwise;
» correcting any defective provision contained infikeal agency agreement or in the Notes; or
« amending the fiscal agency agreement or the Notasy manner which shall not adversely affect
the interest of any holder of Notes in any mataeapect.
Payments and Agents

The principal of the Notes and interest due theraomaturity will be payable in immediately avaikb
funds against surrender of such Notes at the officthe paying agent in The City of New York orbpct to
applicable laws and regulations, at the office @y ather paying agent. Such payment shall be mgdégrtited
States dollar check drawn on, or by transfer tonédd States dollar account maintained by the holdth, a bank
located in The City of New York.

Payments of interest on the global notes to be notlder than at maturity will be made to DTC or its
nominee as the registered owner thereof in immelgiatvailable funds.
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The Republic expects that upon receipt of any payroéprincipal of or interest on any Notes, DTQAlwi
credit the appropriate DTC participants’ accounithywayments in amounts proportionate (except wéspect to
additional amounts) to their respective benefiaiéérests in the principal amount of the Notes la®as1 on the
records of DTC. The Republic also expects that magmby participants to owners of beneficial indésen the
global notes held through those participants wéligoverned by standing instructions and customeagtiges, as is
now the case with securities held for the accowfitsustomers registered in the names of nomineeshfise
customers.

Payments by such participants to owners of bemfioterests in such global notes held through such
participants will be the responsibility of such figpants, as is now the case with securities f@dhe accounts of
customers registered in “street name.” Distribuwgiovith respect to Notes held through Euroclear leafStream
will be credited to the cash accounts of Eurocfeaticipants or Clearstream participants in acaacdawith the
relevant system’s rules and procedures.

Neither the Republic nor the fiscal agent will haargy responsibility or liability for any aspect tife
records of DTC relating to payments made by DTCaocount of beneficial interests in the global nategor
maintaining, supervising or reviewing any recori®®C relating to such beneficial interests.

If any date for payment in respect of any Notedsanbusiness day, the holder thereof shall natrtitied
to payment until the next following business dayp fNrther interest shall be paid in respect of angh delay in
payment.

If the Republic issues Notes in certificated fomayments of interest thereon to be made other #han
maturity will be made to the person in whose naoehdNote is registered at the close of businesthemegular
record date (as defined in the terms and conditidrise Notes) immediately preceding the relatédrast payment
date (as defined on the face of the Notes). Sugmeat shall be made by a United States dollar cldealwn on a
bank in The City of New York mailed to the holdersach holder's registered address or upon apicaf any
holder of at least US$1,000,000 principal amouniofes to the paying agent in The City of New Youk later
than the relevant regular record date, by transfemmediately available funds to a United Statelad account
maintained by such holder with a bank in The CitiNew York.

All moneys paid by or on behalf of the Republicthe paying agent or any other paying agent for the
payments of the principal of or interest on anyéNwtich remain unclaimed at the end of two yeatsrafuch
principal or interest shall have become due anclpiaywill be repaid to the Republic (including iallerest accrued,
if any, with respect to any such amounts), andhiblder of such Note will thereafter look only tetRepublic for
payment. Upon such repayment all liability of treyipg agent and any other paying agent with regpeceto shall
cease, without, however, limiting in any way thdigdtion of the Republic in respect of the amouatrspaid,
subject to the provisions set forth in “—Claims $tmabed” below.

So long as any Note remains outstanding, the Riapwill maintain a paying agent in a western Eu@pe
city for payments on Notes (which will be Luxembguso long as the Notes are listed on the Officist of the
Luxembourg Stock Exchange and the rules of suchange so require), a registrar having a specifiédeoin The
City of New York, a paying agent having a specifigifice in The City of New York and a transfer agem
Luxembourg (so long as the Notes are listed orQtfieial List of the Luxembourg Stock Exchange ahd rules of
such exchange so require).

The Republic has initially appointed The Bank ofwN¥ork Mellon, as fiscal agent, registrar, prindipa
paying agent and transfer agent for the Notes, Td&Bank of New York Mellon (Luxembourg) S.A., asymg
agent, transfer agent and listing agent in Luxemdpo8ubject to the foregoing, the Republic may teate any
such appointment and may appoint any other agenssiGh other places as it deems appropriate upticenio
accordance with “—Notices” below and in accordanith the terms and conditions set forth in the disagency
agreement.

Payments in respect of the Notes shall be madeich surrency of the United States as at the time of
payment shall be legal tender for the payment bfipand private debts.
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In acting under the fiscal agency agreement armbimection with the Notes, each of the agents act e
other paying agent and transfer agent is actinglya@s agent of the Republic. The agents do nainassany
obligation toward or relationship of agency or trigs or with the owner or holder of any Note, egtthat they will
hold in trust any funds for payment of principalasfinterest on the Notes and will apply such fuadsset forth in
the Notes and fiscal agency agreement.

Redemption, Purchase and Cancellation

The Notes will not be redeemable prior to matugityhe option of the Republic or (except on acetien
following an event of default) the holders thereldie Republic may at any time purchase Notes afpaigg in the
open market or otherwise. The Notes so purchas¢debRepublic may, at the Republic’s discretionhbk, resold
or surrendered to the fiscal agent for cancellation

Additional Amounts

The Republic shall make all payments on the Notiéisowt withholding or deduction for or on accourit o
any present or future taxes, duties, assessmerither governmental charges of whatever natureseg or levied
by the Republic, any political subdivision or auiho thereof or therein having power to tax or aother
jurisdiction from or through which payments by drthe direction of the Republic are made (eachTaxing
Jurisdiction”), unless such Taxing Jurisdictiondempelled by law to deduct or withhold such taxdsties,
assessments, or governmental charges. If such oldling is required, the Republic will pay such duufial
amounts as may be necessary to ensure that themmints receivable by the holders of the Notes afteh
withholding or deduction shall equal the paymentclbwould have been receivable in respect of theedln the
absence of such withholding or deduction. The Républl not, however, pay any additional amourfta inolder is
subject to withholding or deduction due to onehaf tollowing reasons:

» the holder (or a fiduciary, settlor, beneficiarygmber or shareholder of the holder, if the holder i
an estate, a trust, a partnership or a corporatiagsome present or former connection with the
Republic other than merely holding the Notes oeréng principal or interest on any Notes,
including, without limitation, the holder (or su@iluciary, settlor, beneficiary, member or
shareholder) being or having been a citizen odeggithereof or being or having been engaged in
a trade or business or present therein or havingagng had, a permanent establishment therein;

» the holder has failed to comply with any reasonablgification, identification or other reporting
requirement concerning the nationality, residerdmEntity or connection with the Republic, or any
political subdivision or taxing authority thereaftherein, of the holder of a Note or any interest
therein or rights in respect thereof, if compliarcesquired by the Republic, or any political
subdivision or taxing authority thereof or therginysuant to applicable law or to any
international treaty in effect, as a preconditiorekemption from such deduction or withholding;
or

» the holder has failed to present its Note for paymeéthin 30 days after the Republic first makes
available a payment of principal or interest onfsNote.

Whenever there is mentioned, in any context, thyengat of the principal of or interest on, or anycamts
in respect of, a Note, such mention shall be deeimétclude mention of the payment of additionaloaimts to the
extent that, in such context, additional amounts, arere or would be payable in respect thereof, exmtess
mention of the payment of additional amounts (flagable) shall not be construed as excluding #altél amounts
where such express mention is not made.

Currency

If for the purpose of obtaining judgment in any ddtiis necessary to convert a sum due hereuradéret
holder of a Note in one currency into another awye the Republic and each holder will be deemeduhice agreed
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that the rate of exchange used shall be that athylm accordance with normal banking procedurash $older
could purchase the first currency with such otherency in the city which is the principal finaniceenter of the
country of issue of the first currency on the date business days preceding the day on which fudgment is
given.

The obligation of the Republic in respect of anynspayable by it to the holder of a Note shall,
notwithstanding any judgment in a currency othe@ntkhat in which such sum is denominated in accmeavith
the applicable provisions of the Notes, be discbdmnly to the extent that on the business dagvolig receipt by
such holder of the Note of any sum adjudged toobéug in the judgment currency, such holder ofNb&e may, in
accordance with normal banking procedures, purctiesaote currency with the judgment currencyhd amount
of the note currency so purchased is less thasuheoriginally due to the holder of the Note in tiee currency
(determined in the manner set forth in the preapgaragraph), the Republic will agree, as a separatgation and
notwithstanding any such judgment, to indemnify hioéder of the Note against such loss, and if thewnt of the
note currency so purchased exceeds the sum ohigthat to the holder of the Note such holder wijtee to remit
to the Republic such excegspvidedthat such holder shall have no obligation to reamiy such excess as long as
the Republic shall have failed to pay such holdasr@bligations due and payable under the Notehénchse of such
a failure, the excess may be applied to such dindigs of the Republic thereunder in accordance withterms
thereof.

Claims Proscribed

All claims against the Republic for payment of gipal of or interest (including additional amounts) or
in respect of the Notes shall be proscribed unieade within five years from the date on which te&vant
payment first became due.

Notices

Notices will be mailed to holders of Notes at theigistered addresses and shall be deemed to leave b
given on the date of such mailing. DTC, Euroclead &learstream will communicate such notices tdrthe
participants in accordance with their standard tres. In addition, all notices to holders of thet&s will be
published, if and so long as the Notes are listedhe Official List of the Luxembourg Stock Exchangnd the
rules of such exchange so require, in a daily napspof general circulation in Luxembourg or on wWebsite of
the Luxembourg Stock Exchange at http://www.bolusé. the Republic elects to publish notices inxembourg,
the Republic expects that such publication willnbede in the_uxemburger Wortlf publication in accordance with
the second preceding sentence is not practicablécenwill be validly given if made in accordancetiwthe
requirements of the rules of the Luxembourg Stoothange.

Further Issues

The Republic may from time to time without the cemisof the holders of the Notes create and isstleeu
notes having the same terms and conditions asateshh all respects (or in all respects exceptHerfirst payment
of interest thereon) so as to be consolidated \aitld, form a single series with, the outstandingeNgtrovidedthat
such additional notes do not have, for purposed.8f federal income taxation, a greater amountrigfiraal issue
discount than the outstanding Notes have as dfidhe of the issue of such additional notes.

Governing Law and Jurisdiction

The Notes and the fiscal agency agreement shaiolberned by, and interpreted in accordance with, th
laws of the State of New Yorlgrovided, howeverthat the due authorization and execution of theafimgency
agreement and the Notes by the Republic shall serged by the laws of the Repubilic.

To the fullest extent permitted by applicable law:

86



» The Republic will irrevocably submit to the non-kisive jurisdiction of any New York State or
federal court sitting in The City of New York, aady appellate court from any thereof, in any
Related Proceeding (as defined in “Enforcementiuit Ciabilities”);

» The Republic will irrevocably agree that all claimgespect of any Related Proceeding may be
heard and determined in such New York State or&deurt;

» The Republic will irrevocably waive, to the fullesttent it may effectively do so, the defense of
an inconvenient forum to the maintenance of anyateel Proceeding and any objection to any
Related Proceeding whether on the grounds of veaailence or domicile;

» The Republic will agree that a final judgment iry &elated Proceeding shall be conclusive and
may be enforced in other jurisdictions by suit lba judgment or in any other manner provided by
law;

* The Republic agrees to cause an appearance tled®fi its behalf and to defend itself in
connection with any Related Proceeding actiontunstil against it.

However, a default judgment obtained in the Unittdtes against the Republic, resulting from the
Republic’s failure to appear and defend itself iy auit filed against the Republic, or from the Rlelic’'s deemed
absence at the proceedings, may not be enforceatiie Republic.

The Republic will appoint the person for the timsny acting as, or discharging the function of, §€idn
General of the Republic in The City of New York (@ntly with an office at 225 West 34 Street, Newrk, New
York 10122), and agrees that for so long as ang Neatains outstanding the person from time to 8macting, or
discharging such functions, shall be deemed to baea appointed as Costa Rica’s agent to receisebalf of the
Republic and its property service of copies of shenmons and complaint and any other process whi lme
served in any Related Proceeding in such New YadakeSor federal court sitting in The City of New rkoSuch
service may be made by U.S. registered mail ordbiyering by hand a copy of such process to theuBkpin care
of the process agent at the address specified dbovlee process agent and such service will becéffe ten days
after the mailing or delivery by hand of such psx& the office of the process agent. The Repuwbliauthorize
and direct the process agent to accept on its betah service. Failure of the process agent te gistice to the
Republic, or failure of the Republic to receiveioet of such service of process shall not affecany way the
validity of such service on the process agent eRbpublic.

The Republic will also irrevocably consent to tleevice of any and all process in any Related Pinge
in a New York State or federal court sitting in TGy of New York by sending by U.S. registered meopies of
such process addressed to the Republic at the g Finance, and such service will be effectiea days after
mailing thereof. The Republic will covenant andesgthat it shall take any and all reasonable adtiahmay be
necessary to continue the designation of the psoagent in full force and effect, and to causepttozess agent to
continue to act as such. In addition, none of gieements described in this or the preceding paphgshall affect
the right of any party to serve legal process iy @iher manner permitted by law or affect the righainy party to
bring any suit, action or proceeding against amgioparty or its property in the courts of otheigdictions.

To the extent that the Republic has or hereafter atguire any immunity (sovereign or otherwiseniro
jurisdiction of any New York State or federal cositting in The City of New York with respect toRelated
Proceeding (whether through service or notice,chtteent prior to judgment, attachment in aid of exien,
execution or otherwise), the Republic has, to thies$t extent permitted under applicable law, idahg the Foreign
Sovereign Immunities Act, irrevocably waived suctmiunity in respect of any such Related Proceedingzided,
however that under the Foreign Sovereign Immunities Acthiy not be possible to enforce in the Republic a
judgment based on such a United States judgmedtttzat under the laws of the Republic, the propertd
revenues of the Republic are exempt from attachmeather form of execution, whether before or rajitelgment.
The Republic’s consent to service and waiver okeseign immunity does not extend to actions brougtder the
United States federal securities laws or any stederities laws.
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PLAN OF DISTRIBUTION

Citigroup Global Markets Inc. and Deutsche Bank usiies Inc. are acting as joint book-running
managers of the offering and as Initial Purchase®sibject to the terms and conditions stated inphehase
agreement dated the date of this Offering Circudach Initial Purchaser named below has severgitgea to
purchase, and the Republic has agreed to sellatoiritiial purchaser, the principal amount of thetéé set forth
below opposite the Initial Purchaser’'s name.

Principal Amount

Initial Purchaser of Notes

Citigroup Global Markets IN..........coooiiiiiiiiii e $ 500,000,0C

Deutsche BanK SECUITIES | ......iieeiiii e et e e 500,000,00
10 = | T $1,000,000,000

The purchase agreement provides that the obligatdrthe Initial Purchasers to purchase the Notes a
subject to approval of legal matters by counseltangther conditions. The Initial Purchasers mustpase all the
Notes if they purchase any of the Notes.

The Initial Purchasers propose to resell the Natahe offering price set forth on the cover paf¢hs
Offering Circular within the United States to qtialil institutional buyers (as defined in Rule 144AYeliance on
Rule 144A and outside the United States in reliameeRegulation S. See “Transfer Restrictions.” Phiee at
which the Notes are offered may be changed atiare/without notice.

The Notes have not been and will not be registaretér the Securities Act or any state securities land
may not be offered or sold within the United Staieto, or for the account or benefit of, U.S. p&is (as defined in
Regulation S) except in transactions exempt frormat subject to, the registration requirementshef Securities
Act. See “Transfer Restrictions.”

In addition, until 40 days after the commencemdnthi offering, an offer or sale of Notes withinet
United States by a dealer that is not participatinthis offering may violate the registration r@gments of the
Securities Act if that offer or sale is made othisenthan in accordance with Rule 144A.

The Republic has agreed that, for a period of 3& deom the date of this Offering Circular, neittiee
Republic nor any person acting on its behalf (othan the Initial Purchasers, as to whom no unkiergais made)
will, and the Republic will use its reasonable beorts to cause its affiliates not to, withouetprior written
consent of Citigroup Global Markets Inc. and DebésdBank Securities Inc., which consent will not be
unreasonably withheld, issue, offer, sell, conttacsell, pledge or otherwise dispose of (or pugplamnounce any
such issuance, offer, sale, pledge or disposaigctly or indirectly, any securities issued or guaeed by the
Republic that are substantially similar to the NoteCitigroup Global Markets Inc. and Deutsche B&ekurities
Inc. in their sole discretion may release any efsbcurities subject to these lock-up agreemerasyatime without
notice.

The Notes will constitute a new class of securitiith no established trading market. The Repuldicnot
assure you that the prices at which the Notes seill in the market after this offering will not b@wver than the
initial offering price or that an active trading rket for the Notes will develop and continue aftgs offering. The
Initial Purchasers have advised the Republic they turrently intend to make a market in the Notiswvever, they
are not obligated to do so and they may discontamemarket-making activities with respect to thetéé at any
time without notice. Accordingly, the Republic cahmassure you as to the liquidity of, or the tradinarket for, the
Notes.

The Republic estimates that its portion of theltet@enses of this offering will be US$1,050,000.
In connection with the offering, the Initial Purcleas may purchase and sell Notes in the open market

Purchases and sales in the open market may inshul® sales, purchases to cover short positionsstafiilizing
purchases:
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» Short sales involve secondary market sales byrtiallPurchasers of a greater number of Notes
than they are required to purchase in the offering.

» Covering transactions involve purchases of Notethenopen market after the distribution has
been completed in order to cover short positions.

» Stabilizing transactions involve bids to purchasetdd so long as the stabilizing bids do not
exceed a specified maximum.

Purchases to cover short positions and stabilipiagghases, as well as other purchases by thellnitia
Purchasers for their own accounts, may have thleetedf preventing or retarding a decline in the ketiprice of the
Notes. They may also cause the price of the Notég higher than the price that would otherwisstér the open
market in the absence of these transactions. fiitial IPurchasers may conduct these transactiotiseirover-the-
counter market or otherwise. If the Initial Pursbiis commence any of these transactions, they isagrdinue
them at any time.

The Initial Purchasers are full service financredtitutions engaged in various activities, whichyrireclude
securities trading, commercial and investment bamkifinancial advisory, investment management, gipil
investment, hedging, financing and brokerage d@iii Certain of the Initial Purchasers and thespective
affiliates have in the past performed commerciahkirzg, investment banking and advisory services tfor
Republic from time to time for which they have reeel customary fees and reimbursement of expensgsnay,
from time to time, engage in transactions with aedorm services for the Republic in the ordinanyrse of their
business for which they may receive customary éeesreimbursement of expenses. In the ordinauyseoof their
various business activities, the Initial Purchaserd their respective affiliates may make or holor@ad array of
investments and actively trade debt and equityrétézsi (or related derivative securities) and fic@hinstruments
(which may include bank loans and/or credit defawaps) for their own account and for the accowfttheir
customers and may at any time hold long and stamitipns in such securities and instruments. Soebstment
and securities activities may involve the Republigecurities and instruments. In addition, afidgabf some of the
Initial Purchasers are lenders, and in some cagastaor managers for the lenders, under the Rigfsibredit
facility.

The Republic has agreed to indemnify the InitiatdPasers against certain liabilities, includingiities
under the Securities Act, or to contribute to payta¢hat the Initial Purchasers may be requiretidée because of
any of those liabilities.

Notice to Prospective Investors in the European Ecmmic Area

In relation to each member state of the Europeasn@&uic Area that has implemented the Prospectus
Directive (each, a relevant member state), witeatffrom and including the date on which the ProgmeDirective
is implemented in that relevant member state (@hevant implementation date), an offer of Notescdbed in this
Offering Circular may not be made to the publithat relevant member state other than:

* to any legal entity which is a qualified investmr defined in the Prospectus Directive;

» to fewer than 100 or, if the relevant memberestas implemented the relevant provision of the
2010 PD Amending Directive, 150 natural or legatspas (other than qualified investors as
defined in the Prospectus Directive), as permitteder the Prospectus Directive, subject to
obtaining the prior consent of the relevant DealeDealers nominated by the Republic for any
such offer; or

» in any other circumstances falling within Artidé2) of the Prospectus Directive,

provided that no such offer of securities shalluiegithe Republic or any Initial Purchasers to mlbh prospectus
pursuant to Article 3 of the Prospectus Directive.
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For purposes of this provision, the expressiondaifef of securities to the public” in any relevamember
state means the communication in any form and lyna@ans of sufficient information on the termstod bffer and
the securities to be offered so as to enable asstov to decide to purchase or subscribe for thargies, as the
expression may be varied in that member state lyynagasure implementing the Prospectus Directivéhat
member state, and the expression “Prospectus eeanheans Directive 2003/71/EC (and amendmentsetbe
including the 2010 PD Amending Directive, to thdesx implemented in the relevant member state)iacddes
any relevant implementing measure in the relevaember state. The expression 2010 PD Amending fdieec
means Directive 2010/73/EU.

The sellers of the Notes have not authorized andod@uthorize the making of any offer of Notestigh
any financial intermediary on their behalf, othieart offers made by the Initial Purchasers witheawio the final
placement of the Notes as contemplated in thisrDjeCircular. Accordingly, no purchaser of thetd& other
than the Initial Purchasers, is authorized to nmeake further offer of the Notes on behalf of thdesslor the Initial
Purchasers.

Notice to Prospective Investors in the United Kingdm

This Offering Circular is only being distributed, tand is only directed at, persons in the Unitedgdiom

that are qualified investors within the meaningAsficle 2(1)(e) of the Prospectus Directive thae also (i)
investment professionals falling within Article B9(of the Financial Services and Markets Act 20Bhdncial

Promotion) Order 2005 (the “Order”) or (ii) hightngorth entities, and other persons to whom it naayfully be

communicated, falling within Article 49(2)(a) to)(df the Order (each such person being referreabta “relevant
person”). This Offering Circular and its contem® confidential and should not be distributed, lighled or
reproduced (in whole or in part) or disclosed bgigents to any other persons in the United Kingdoamy person
in the United Kingdom that is not a relevant persbauld not act or rely on this document or anjo€ontents.

Notice to Prospective Investors in Hong Kong

The Notes may not be offered or sold in Hong Kongnheans of any document other than (i) in
circumstances which do not constitute an offelh gublic within the meaning of the Companies Cadoe (Cap.
32, Laws of Hong Kong), or (ii) to “professionalvastors” within the meaning of the Securities anduFes
Ordinance (Cap. 571, Laws of Hong Kong) and angsuhade thereunder, or (iii) in other circumstaneeigh do
not result in the document being a “prospectushinithe meaning of the Companies Ordinance (CapL8®&s of
Hong Kong) and no advertisement, invitation or doeuat relating to the Notes may be issued or mainktee
possession of any person for the purpose of issueach case whether in Hong Kong or elsewherejchwis
directed at, or the contents of which are likelybm accessed or read by, the public in Hong Kongefgt if
permitted to do so under the laws of Hong Kongeotihan with respect to Notes which are or arenihte to be
disposed of only to persons outside Hong Kong dy éom “professional investors” within the meaning the
Securities and Futures Ordinance (Cap. 571, Lawtoofy Kong) and any rules made thereunder.

Notice to Prospective Investors in Japan

The Notes offered in this Offering Circular havet heen registered under the Securities and Exchange
Law of Japan. The Notes have not been offered lor @ed will not be offered or sold, directly or inettly, in
Japan or to or for the account of any residentapiad, except (i) pursuant to an exemption fromrégsstration
requirements of the Securities and Exchange Law(i@nith compliance with any other applicable reguents of
Japanese law.

Notice to Prospective Investors in Singapore

This Offering Circular has not been registered agsospectus with the Monetary Authority of Singagor
Accordingly, this Offering Circular and any otheoadiment or material in connection with the offersale, or
invitation for subscription or purchase, of the &ktmay not be circulated or distributed, nor may Notes be
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offered or sold, or be made the subject of an atigt for subscription or purchase, whether disectlindirectly, to

persons in Singapore other than (i) to an insthal investor under Section 274 of the Securities Butures Act,
Chapter 289 of Singapore (the “SFA”), (ii) to aenednt person pursuant to Section 275(1), or anygmegpursuant to
Section 275(1A), and in accordance with the cooddispecified in Section 275 of the SFA or (iiihertwise

pursuant to, and in accordance with the conditiofhsany other applicable provision of the SFA, iacle case
subject to compliance with conditions set forthhia SFA.

Where the Notes are subscribed or purchased urdéps 275 of the SFA by a relevant person which is

» a corporation (which is not an accredited inveg¢asrdefined in Section 4A of the SFA)) the sole
business of which is to hold investments and thgeeshare capital of which is owned by one or
more individuals, each of whom is an accreditecateor; or

» atrust (where the trustee is not an accreditedsitor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individuhb is an accredited investor,

shares, debentures and units of shares and debemfithat corporation or the beneficiaries’ rightsl interest
(howsoever described) in that trust shall not bedferred within six months after that corporatwrihat trust has
acquired the Notes pursuant to an offer made uBdetion 275 of the SFA except:

« to an institutional investor (for corporations, endection 274 of the SFA) or to a relevant person
defined in Section 275(2) of the SFA, or to anysperpursuant to an offer that is made on terms
that such shares, debentures and units of shadedefrentures of that corporation or such rights
and interest in that trust are acquired at a cemattbn of not less than S$200,000 (or its
equivalent in a foreign currency) for each transagtwhether such amount is to be paid for in
cash or by exchange of securities or other asamtsfurther for corporations, in accordance with
the conditions specified in Section 275 of the SFA;

» where no consideration is or will be given for trensfer; or

» where the transfer is by operation of law.

Notice to Prospective Investors in Chile

The offer of the Notes will begin on November 1612 and is subject to General Rule No. 336 of the
Chilean Securities CommissioByperintendencia de Valores y Seguros de Cailéhe “SVS”). The Notes being
offered are not registered in the Securities Regi@Registro de Valorgsor in the Foreign Securities Registry
(Registro de Valores Extranjerpsf the SVS and, therefore, the notes are notestilp the supervision of the SVS.
As unregistered securities, we are not requiredigolose public information about the notes in €hirhe notes
may not be publicly offered in Chile unless theg exgistered in the corresponding securities nggist

La oferta de los valores comienza el 16 de novierdiet 2012 y esta acogida a la NCG 336 de fechde27
junio de 2012 de la Superintendencia de Valoreggufs de Chile (la “SVS”). La oferta versa sobedores no
inscritos en el Registro de Valores o en el Regide Valores Extranjeros que lleva la SVS, porue bps valores
no estan sujetos a la fiscalizacién de dicho orgaru. Por tratarse de valores no inscritos, no exailigacion por
parte del emisor de entregar en Chile informacidlfra respecto de los valores. Estos valores nedpa ser
objeto de oferta publica a menos que sean inscetosl registro de valores correspondiente.

Notice to Prospective Investors in Colombia

The Notes have not been and will not be registerethe Colombian National Registry of Securitied an
Issuers Registro Nacional de Valores y Emisgres in the Colombian Stock Exchange. Therefore, Notes may
not be publicly offered in Colombia. This material for your sole and exclusive use as a determimtdy,
including any of your shareholders, administratmremployees, as applicable. You acknowledge therttman
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laws and regulations (specifically foreign exchaaged tax regulations) applicable to any transaabioimvestment
consummated pursuant hereto and represent thatrgaihe sole liable party for full compliance wéthy such laws
and regulations.

Notice to Prospective Investors in the Republic dBuatemala

In the Republic of Guatemala, the Notes will compliyh the rules of the Securities and Commodities

Market Law (Decree 34-96) and its regulation (Gowmeental Accord 557-97). The Notes will not be reagisd for
public offering with the Securities Market Regis(Registro del Mercado de Valores y Mercangiafsthe Republic
of Guatemala, and, accordingly, the Notes will In@tffered or sold: (i) to any person in an opemketa directly or
indirectly by means of massive communication;tfifpugh a third party or intermediary to any indival person or
entity that is considered an institutional investacluding entities that are under the supervisiérihe Banking
Regulator, the Social Security Institute of Guatkn{stituto de Seguridad Social-IGS&hd its affiliates; (iii) to
any entity or vehicle used for purposes of coliectinvestment; or (iv) to more than 35 individuargons or
entities.

Notice to Prospective Investors in Panama

The notes and the information contained in thisef¥iy Circular have not been and will not be regisd
with or approved by the Panamanian Superintendehtlye Securities MarketSperintendencia del Mercado de
Valoreg or the Panamanian Stock ExchanBel¢a de Valores de Panam4, $.Accordingly, the notes cannot be
offered or sold in Panama, except in transactioesn@ted from the registration requirements of #eusties laws
and regulations of Panama.

Notice to Prospective Investors in Mexico

The Notes have not been and will not be registavét the National Securities RegistrirRégistro
Nacional de Valorésmaintained by the Mexican National Banking andusities CommissionGomision Nacional
Bancaria y de Valorgsand may not be offered or sold publicly or othise be the subject of brokerage activities in
Mexico, except pursuant to the private placemeetmgtion set forth in Article 8 of the Mexican Saties Market
Law (Ley Del Mercado de Valorgs
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BOOK-ENTRY SETTLEMENT AND CLEARANCE

Global Notes

The Notes will initially be issued in the form afa registered notes in global form (which we refein
this Offering Circular as “Global Notes”). withoimterest coupons. as follows:

* Notes sold to qualified institutional buyers iniaece on Rule 144A under the Securities Act will be
represented by one or more Global Notes (which eferrto in this Offering Circular as the “Restridte
Global Notes”); and

* Notes sold in offshore transactions to non-U.Ss@es in reliance on Regulation S will be represkige
one or more Global Notes (which we refer to in tféering Circular as the “Regulation S Global Nsjje

Upon issuance. the Global Notes will be depositéith whe Fiscal Agent (as defined in “Terms and
Conditions of the Notes”) as custodian for DTC asgistered in the name of a nominee of DTC.

Ownership of beneficial interests in each GlobateNwill be limited to persons who have accountdhwit
DTC (which we refer to in this Offering Circular #se “DTC participants”) or persons who hold intsethrough
DTC participants. The Republic expects that undecgdures established by DTC:

e upon deposit of each Global Note with DTC’s custodiDTC will credit portions of the principal amadun
of the Global Note to the accounts of the DTC pitints designated by the Initial Purchasers; and

e ownership of beneficial interests in each GlobateNwill be shown on. and transfer of ownershiphufse
interests will be effected only through. recordsintened by DTC (with respect to interests of DTC
participants) and the records of DTC participantsh(respect to other owners of beneficial intesesteach
Global Note).

Investors may hold their interests in the Regutati® Global Note directly through Euroclear or
Clearstream, Luxembourg if they are participantghiose systems or indirectly through organizatithmest are
participants in those systems. Investors may atdd their interests in the Regulation S Global Ntteough
organizations other than Euroclear or Clearstrdaimembourg that are DTC participants. Each of Elgarcand
Clearstream, Luxembourg will appoint a DTC partigipto act as its depositary for the interesth@Regulation S
Global Note that are held within DTC for the accbaheach of these settlement systems on behét oéspective
participants.

Beneficial interests in the Global Notes may notexehanged for Notes in physical certificated form
except in the limited circumstances described below

Each Global Note and beneficial interests in ealdb& Note will be subject to restrictions on triarsas
described under “Transfer Restrictions”.

Exchanges between the Global Notes

Beneficial interests in one Global Note may gergra¢ exchanged for interests in another GlobaleNot
Depending on whether the transfer is being madangur after the 40-day restricted period, and tocl Global
Note the transfer is being made, the Fiscal Agesy nequire the seller to provide certain writtemtiieations in
the form provided in the Fiscal Agency Agreement.

A beneficial interest in a Global Note that is sfared to a person who takes delivery through reerot
Global Note will, upon transfer, become subjectatty transfer restrictions and other proceduresieaige to
beneficial interests in the other Global Note.
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Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subjeatthe operations and procedures of DTC and, ifiegiple,
Euroclear and Clearstream, Luxembourg. The Repuyinbuides the following summaries of those operaiand
procedures solely for the convenience of investdre operations and procedures of each settlenystérs are
controlled by that settlement system and may bagdd at any time. Neither the Republic nor thédhRurchasers
is responsible for those operations or procedures.

DTC has advised that it is:
e alimited purpose trust company organized undetaie of the State of New York;
* a‘“banking organization” within the meaning of tdew York State Banking Law;
* amember of the U.S. Federal Reserve System;
e a“clearing corporation” within the meaning of taiform Commercial Code; and
» a“clearing agency” registered under Section 17#efU.S. Securities Exchange Act of 1934,

DTC was created to hold securities for its partiais and to facilitate the clearance and settleroént
securities transactions between its participantsutih electronic book-entry changes to the accowftsts
participants. DTC'’s participants include securitbeskers and dealers, including the Initial Purelnsisbanks and
trust companies; clearing corporations; and otingamizations. Indirect access to DTC’s systemss alvailable to
others such as banks, brokers, dealers and trogbartes; these indirect participants clear throoagmaintain a
custodial relationship with a DTC participant, eitldirectly or indirectly. Investors who are not OPparticipants
may beneficially own securities held by or on b&b&aIDTC only through DTC participants or indirgearticipants
in DTC.

So long as DTC's nominee is the registered ownex &flobal Note, that nominee will be considered the
sole owner or holder of the Notes represented lay @lobal Note for all purposes under the Fiscabray
Agreement. Except as provided below, owners of fi@akinterests in a Global Note:

< will not be entitled to have Notes representedhegyGlobal Note registered in their names;
« will not receive or be entitled to receive physjaartificated notes; and

« will not be considered the owners or holders of Nmes under the Fiscal Agency Agreement for any
purpose, including with respect to the giving of ahirection, instruction or approval to the Fiséalent
under the Fiscal Agency Agreement.

As a result, each investor who owns a benefici@drest in a Global Note must rely on the procedofes
DTC to exercise any rights of a holder of Notesarmithe Fiscal Agency Agreement (and, if the invesmot a
participant or an indirect participant in DTC, dretprocedures of the DTC participant through whfeh investor
owns its interest in the Notes).

Payments of principal and interest with respec¢htoNotes represented by a Global Note will be nade
the Fiscal Agent to DTC’s nominee as the registé@der of the Global Note. Neither the Republic the Fiscal
Agent will have any responsibility or liability fahe payment of amounts to owners of beneficiadrests in a
Global Note, for any aspect of the records relattngr payments made on account of those intebgsBTC, or for
maintaining, supervising or reviewing any recoréi®®C relating to those interests.

Payments by participants and indirect participamt®TC to the owners of beneficial interests in lalial
Note will be governed by standing instructions aodtomary industry practice and will be the resfulity of
those participants or indirect participants and DTC
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Transfers between participants in DTC will be eféecunder DTC’s procedures and will be settled in
same-day funds. Transfers between participanE&unoclear or Clearstream, Luxembourg will be efdcin the
ordinary way under the rules and operating proesiof those systems.

Cross-market transfers between DTC participantsthen one hand, and participants in Euroclear or
Clearstream, Luxembourg, on the other hand, wileffected within DTC through the DTC participantsit are
acting as depositaries for Euroclear and Clearmstréaixembourg. To deliver or receive an interestiGlobal
Note held in a Euroclear or Clearstream, Luxembaoacgount, an investor must send transfer instrostitm
Euroclear or Clearstream, Luxembourg, as the caselm, under the rules and procedures of thatreyatel within
the established deadlines of that system. If tlmstction meets its settlement requirements, Eemocor
Clearstream, Luxembourg, as the case may be, evilll snstructions to its DTC depositary to take actio effect
final settlement by delivering or receiving intase the relevant Global Notes in DTC, and makimgeceiving
payment under normal procedures for same-day fgettlement applicable to DTC, Euroclear and Clesast,
Luxembourg participants may not deliver instrucsiatirectly to the DTC depositaries that are acforgeuroclear
or Clearstream, Luxembourg.

Because of time zone differences, the securitiepwat of a Euroclear or Clearstream, Luxembourg
participant that purchases an interest in a Gldlmé from a DTC participant will be credited on thesiness day
for Euroclear or Clearstream, Luxembourg immedjafellowing the DTC settlement date. Cash receiwed
Euroclear or Clearstream, Luxembourg from the sélan interest in a Global Note to a DTC participesill be
received with value on the DTC settlement date \ailit be available in the relevant Euroclear or Giteeam,
Luxembourg cash account as of the business dakdooclear or Clearstream, Luxembourg following theC
settlement date.

DTC, Euroclear and Clearstream, Luxembourg haveeagto the above procedures to facilitate transfers
of interests in the Global Notes among participantthose settlement systems. However, the sedtiersystems
are not obligated to perform these procedures angdiscontinue or change these procedures at argy tNeither
the Republic nor the Fiscal Agent will have anypa@ssibility for the performance by DTC, Euroclear o
Clearstream, Luxembourg or their participants dfirect participants of their obligations under thées and
procedures governing their operations.

Certificated Notes

Notes in physical, certificated form will be issuadd delivered to each person that DTC identifesa
beneficial owner of the related Notes only if:

« DTC notifies the Republic at any time that it isailfing or unable to continue as depositary for tiebal
Notes and a successor depositary is not appoiritathv@0 days;

« DTC ceases to be registered as a clearing agerusr the U.S. Securities Exchange Act of 1934 and a
successor depositary is not appointed within 9Gdasy

« the Fiscal Agent receives a notice from the reggstdolder of the Global Note requesting excharfge o
specified amount for individual note certificatedldwing a failure to pay at maturity or upon a&sekion
of any Note.
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TRANSFER RESTRICTIONS

The Notes have not been registered, and will notdggstered, under the Securities Act or any state

securities laws,

and the Notes may not be offeresbldl except pursuant to an effective registrastatement or

pursuant to transactions exempt from, or not stiltfjecegistration under the Securities Act. Acdéoglly, the Notes
are being offered and sold only:

in the United States to qualified institutional buy (as defined in Rule 144A) pursuant to Rule
144A under the Securities Act; and

outside of the United States, to certain persotiggrahan U.S. persons, in offshore transactions
meeting the requirements of Regulation S undeB#dwmurities Act.

Purchasers’ Representations and Restrictions on Rele and Transfer

Each purchaser of Notes (other than the InitiatRasers in connection with the initial issuance said of
Notes) and each owner of any beneficial interestetim will be deemed, by its acceptance or purchizseof, to
have represented and agreed as follows:

@)

@)

®)

(4)

©)

(6)

@)

®)

it is purchasing the Notes for its own accountmmaacount with respect to which it exercises sole
investment discretion and it and any such accausither (a) a qualified institutional buyer and is
aware that the sale to it is being made pursuafuie 144A or (b) a non-U.S. person that is
outside the United States;

it acknowledges that the Notes have not been ergidtunder the Securities Act or with any
securities regulatory authority of any state ang mat be offered or sold within the United States
or to, or for the account or benefit of, U.S. pesexcept as set forth below;

it understands and agrees that Notes initiallyreffan the United States to qualified institutional
buyers will be represented by a global note and Mates offered outside the United States
pursuant to Regulation S will also be represented global note;

it will not resell or otherwise transfer any of Budotes except (a) to the Republic or an affilisite
the Republic, (b) within the United States to alifjed institutional buyer in a transaction
complying with Rule 144A under the Securities Ac), outside the United States in compliance
with Rule 903 or Rule 904 of Regulation S under3$eeurities Act, (d) pursuant to an exemption
from registration under the Securities Act (if dahble), or (e) pursuant to an effective registratio
statement under the Securities Act, in each casednrdance with all applicable securities laws
of the states of the United States and any othiedijigtions;

it agrees that it will give to each person to whibtnansfers the Notes notice of any restrictions o
transfer of such Notes;

it acknowledges that prior to any proposed transfaxotes (other than pursuant to an effective
registration statement) the holder of such Noteg bwarequired to provide certifications relating

to the manner of such transfer as provided in igwaf agency agreement, including with respect
to Notes sold or transferred pursuant to Rule 1ddRegulation S;

it acknowledges that the fiscal agent, registratramsfer agent for the Notes may not be required
to accept for registration or transfer of any Noaesjuired by it, except upon presentation of
evidence satisfactory to the Republic that theriaiins set forth herein have been complied with;

it acknowledges that the Republic, the Initial Pagers and other persons will rely upon the truth

and accuracy of the foregoing acknowledgementsesemtations and agreements and agrees that
if any of the acknowledgements, representationsagmeements deemed to have been made by its
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purchase of the Notes are no longer accurate |lippsamptly notify the Republic and the Initial
Purchasers; and

(9) if it is acquiring the Notes as a fiduciary or agéar one or more investor accounts, it represents
that it has sole investment discretion with resgieatach such account and it has full power to
make the foregoing acknowledgements, representasind agreements on behalf of each account.

Legends

The following is the form of restrictive legend whiwill appear on the face of the Restricted Gldtale
and which will be used to notify transferees of fbeegoing restrictions on transfer. This legendl wnly be
removed with the Republic’s consent. If the Reprbb consents, it will be deemed to be removed.

THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGI&ERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR ANYSTATE OR OTHER SECURITIES LAWS,
AND MAY NOT BE OFFERED, SOLD, PLEDGED, OR OTHERWISERANSFERRED EXCEPT IN
ACCORDANCE WITH THE FOLLOWING SENTENCE. BY ITS ACQQITION HEREOF OR OF A
BENEFICIAL INTEREST HEREIN, THE HOLDER OF THIS SEGUTY BY ITS ACCEPTANCE HEREOF (1)
REPRESENTS THAT IT, AND ANY ACCOUNT FOR WHICH IT IACTING, (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (WITHIN THE MEANING OF RULE 14A UNDER THE SECURITIES ACT) OR
(B) IS NOT A U.S. PERSON AND IS ACQUIRING THIS SERITY IN AN “OFFSHORE TRANSACTION"
PURSUANT TO RULE 903 OR RULE 904 OF REGULATION S BNWITH RESPECT TO (A) AND (B),
EXERCISES SOLE INVESTMENT DISCRETION WITH RESPECDTSUCH ACCOUNT, (2) AGREES FOR
THE BENEFIT OF THE ISSUER THAT IT WILL NOT OFFER,E:L, PLEDGE OR OTHERWISE TRANSFER
THIS SECURITY OR ANY BENEFICIAL INTEREST HEREIN, EQEPT (A) (I) TO THE ISSUER OR ANY
AFFILIATE THEREOF, (lII) PURSUANT TO A REGISTRATIONSTATEMENT THAT HAS BECOME
EFFECTIVE UNDER THE SECURITIES ACT, (llI) TO A QUAEIED INSTITUTIONAL BUYER IN
COMPLIANCE WITH RULE 144A UNDER THE SECURITIES ACTIV) IN AN OFFSHORE TRANSACTION
COMPLYING WITH THE REQUIREMENTS OF RULE 903 OR RUL#D4 OF REGULATION S UNDER THE
SECURITIES ACT, OR (V) PURSUANT TO AN EXEMPTION FROD 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 OTER JURISDICTIONS, AND (3) AGREES
THAT IT WILL GIVE TO EACH PERSON TO WHOM THIS SECURY IS TRANSFERRED A NOTICE
SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. AS USEBIEREIN, THE TERMS “OFFSHORE
TRANSACTION,” “UNITED STATES” AND “U.S. PERSON” HA\E THE RESPECTIVE MEANINGS GIVEN
TO THEM BY REGULATION S UNDER THE SECURITIES ACT.

THIS LEGEND MAY ONLY BE REMOVED AT THE OPTION OF TH ISSUER.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDICE WITH CLAUSE 2(A)(V) ABOVE,

THE ISSUER RESERVES THE RIGHT TO REQUIRE THE DELIRE OF SUCH LEGAL OPINIONS,
CERTIFICATIONS, OR OTHER EVIDENCE AS MAY REASONABLYBE REQUIRED IN ORDER TO
DETERMINE THAT THE PROPOSED TRANSFER IS BEING MADIEN COMPLIANCE WITH THE

SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWSNO REPRESENTATION IS MADE AS
TO THE AVAILABILITY OF ANY EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT.

The following is the form of restrictive legend whiwill appear on the face of the Regulation S @lob
Note and which will be used to notify transfereéthe foregoing restrictions on transfer:

THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGI&ERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR ANYSTATE OR OTHER SECURITIES LAWS.
PRIOR TO EXPIRATION OF THE 40-DAY DISTRIBUTION COMRANCE PERIOD (AS DEFINED IN
REGULATION S UNDER THE SECURITIES ACT (“REGULATIONS")), THIS SECURITY MAY NOT BE
OFFERED, SOLD, PLEDGED, OR OTHERWISE TRANSFERREDTWIN THE UNITED STATES OR TO,
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OR FOR THE ACCOUNT OR BENEFIT OF, A U.S. PERSON,EPT TO A QUALIFIED INSTITUTIONAL

BUYER IN COMPLIANCE WITH RULE 144A UNDER THE SECURIES ACT IN A TRANSACTION

MEETING THE REQUIREMENTS OF THE FISCAL AGENCY AGRBEENT REFERRED TO HEREIN. AS
USED HEREIN, THE TERMS “UNITED STATES” AND “U.S. AESON” 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 taxtera is based on the advice of Direccion Genegal d
Tributacion (General Directorate of Taxation). Bwenmary contains a description of the principalt€@ddcan tax
consequences of the purchase, ownership and disposf the Notes but it does not purport to bemprehensive
description of all of the tax consequences that begelevant to a decision to purchase the Notes.

The summary is based upon the tax laws of Costa &cin effect on the date of this Offering Circula
which are subject to change. Prospective purchageate Notes (including residents of Costa Ri€any) should
consult their tax advisers as to the tax consemeeiné the purchase, ownership and disposition ef Nltes,
including, in particular, the effect of any forejgtate or local tax laws.

Pursuant to Law 9070 of the Legislative Assemblyb{jshed on September 7, 2012), the Republic will
make all payments on the Notes without withholdimgleduction for or on account of any present turtitaxes,
duties, assessments, or other governmental chafgedatever nature imposed or levied by the Repuldny
political subdivision or authority thereof or therédnaving power to tax or any other jurisdictiolrfr or through
which payments by or at the direction of the Rejuuate made (each, a “Taxing Jurisdiction”), unlsssh Taxing
Jurisdiction is compelled by law to deduct or witlthsuch taxes, duties, assessments, or governhobatges. If
such withholding is required, the Republic will psych additional amounts as may be necessary toeetisat the
net amounts receivable by the holders of the Nafts such withholding or deduction shall equal fayment
which would have been receivable in respect ofiNbtes in the absence of such withholding or deducti

United States Federal Income Taxation

ANY U.S. FEDERAL TAXATION DISCUSSION IN THIS OFFERI NG 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 THA T MAY BE IMPOSED ON THE
TAXPAYER. ANY SUCH TAX DISCUSSION WAS WRITTEN IN CO NNECTION 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 CIRCUMSTANCES FROM AN INDEPENDENT TAX AD VISER.

Generally

The following is a summary of certain material Uf8deral income tax consequences to original
purchasers of the Notes of the purchase, ownessmipdisposition of the Notes. This summary is bagech
existing U.S. federal income tax laws, which arbjsct to change, possibly with retroactive efféb. assurances
can be given that any changes in these laws opatiéls will not affect the accuracy of the disdoss set forth in
this summary. The Republic has not sought any guliom the U.S. Internal Revenue Service (the “IR&ith
respect to the statements made and the conclugianked in this discussion, and there can be noass that the
IRS will agree with all of such statements and tasions.

This summary does not purport to discuss all aspafc.S. federal income taxation that may be v
to a particular investor in light of that inves®mrindividual circumstances, such as investors whasetional
currency is not the U.S. dollar or certain typesnviestors subject to special tax rulesg( financial institutions,
insurance companies, dealers in securities or iocige, certain securities traders, regulated imvest companies,
pension plans, and tax-exempt organizations anestovs hold as a position in a “straddle”, “coni@rs
transaction”, “integrated” or “constructive sale@amsaction). In addition, this summary does notulis any non-
U.S., state, or local tax considerations. This samynonly applies to investors that hold Notes ampft@l assets”
(generally, property held for investment) withinetimeaning of the U.S. Internal Revenue Code of 1986
amended (the “Code”).
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For purposes of this summary, the term “U.S. Hdldeeans a beneficial owner of a Note who is an
individual citizen or resident of the U.S., a cagt@mn (including an entity treated as a corporafior U.S. federal
income tax purposes) created or organized in oewutite laws of the U.S., any state of the U.SherDistrict of
Columbia, an estate whose income is subject to fddral income tax regardless of its source oust if a court
within the U.S. is able to exercise primary supgon over the administration of the trust and onenore “United
States persons,” as defined for U.S. federal incémxepurposes, have the authority to control abssantial
decisions of the trust or the trust has in effeeal&d election to be treated as a United Statesqgpe If a partnership
(or other entity treated as a partnership for e8eral income tax purposes) holds the Notes,akéreatment of a
partner in such partnership will generally depepdruthe status of the partner and the activitieshefpartnership.
As used herein, the term “non-U.S. Holder” meareiaeficial owner of a Note that is not a U.S. Holftg U.S.
federal income tax purposes.

Prospective purchasers of Notes should consult tliedwn tax advisors concerning the U.S. federal
income tax consequences of the purchase, ownerskapd disposition of Notes in light of their particular
circumstances, as well as the effect of any relevestate, local, foreign or other tax laws.

U.S. Holders
Payments of Interest and Additional Amounts

We expect, and the remainder of this summary assutinet the Notes will be issued at par or at eadist
that is de minimis for U.S. federal income tax msgs. Accordingly, payments of interest on a Neteegally will
be taxable to a U.S. Holder as ordinary interesbime at the time it is received or accrued, dependh the U.S.
Holder’'s regular method of tax accounting. In additto interest on a Note, a U.S. Holder will bguieed to
include any tax withheld from the interest paymastordinary interest income, even though such halienot in
fact receive it, and any additional amounts paitespect of such tax withheld.

Interest (and any additional amounts) on the Nuat#isconstitute income from sources outside the .U.S
Under the foreign tax credit rules, that intereshayally will be classified as “passive categorgoime” (or, in
certain cases, as “general category income”), whiely be relevant in computing the foreign tax dratiowable to
a U.S. Holder under the U.S. federal income taxslaw

Sale, Exchange, Retirement or Other Taxable Dispi@si of a Note

A U.S. Holder generally will recognize gain or laggon the sale, exchange, retirement or other taxab
disposition of a Note (including payments as a ltestian acceleration) in an amount equal to thiéedince
between the amount realized upon that sale, exehartirement or other taxable disposition (otlemtamounts
representing accrued and unpaid interest not pushjancluded in income, which will be taxed astguand the
U.S. Holder’s adjusted tax basis in the Note. Timoant realized is the sum of cash plus the fairketavalue of
any property received upon the sale, exchangeenegint or other taxable disposition of a Note. &.Holder’s
adjusted tax basis in a Note generally will eqied U.S. Holder’s initial investment in the Note.iGar loss
generally will be capital, and will be long-termiga@r loss if the Note is held for more than onary& he ability of
a U.S. Holder to offset capital losses againstrangdi income is limited. Any capital gain or lossagnized on sale,
exchange, retirement or other taxable dispositfon dote generally will be treated as income oslfsem sources
within the U.S. for foreign tax credit limitatiorupposes. Therefore, U.S. Holders may not be abtéaim a credit
for any Costa Rican tax imposed upon a disposiifosm Note unless (subject to special limits) suctdér has other
income from foreign sources and certain other reqguénts are met.

Medicare Tax
For taxable years beginning after December 31, 2812S. Holder that is an individual or estatea drust
that does not fall into a special class of trust ts exempt from such tax, will be subject ta&@tax on the lesser

of (i) the U.S. Holder's “net investment income”r(dn the case of an estate or trust, the “undisted net
investment income”) for the relevant taxable yemd &i) the excess of the U.S. Holder's modifiequated gross
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income for the taxable year over a certain thrasiwhich in the case of individuals will be betwdd8%$125,000
and US$250,000, depending on the individual's cirstances). A U.S. Holder's net investment incomeegaly

will include its interest income and its net gafr@m the disposition of a Note, unless such inteisome or net
gains are derived in the ordinary course of thedooh of a trade or business (other than a tradeusiness that
consists of certain passive or trading activities).

Information with Respect to Foreign Financial Asset

Owners of “specified foreign financial assets” wéth aggregate value in excess of $50,000 on theldgs
of the taxable year, or $75,000 at any time duthmg taxable year generally will be required to filéormation
reports with respect to such assets with their UesBleral income tax returns. Depending on the htdde
circumstances, higher threshold amounts may apfpecified foreign financial assets” include anpdincial
accounts maintained by foreign financial institapas well as any of the following, but only iéthare not held in
accounts maintained by certain financial institasio (i) stocks and securities issued by non-U.Ssqres,
(i) financial instruments and contracts held fowveéstment that have non-U.S. issuers or countéepagnd
(i) interests in non-U.S. entities. The Notes nimytreated as specified foreign financial assets&S. Holders
may be subject to this information reporting regifRailure to file information reports may subjecSUHolders to
penalties. U.S. Holders should consult their ownadvisors regarding your obligation to file infation reports
with respect to the Notes.

Non-U.S. Holders
Payments of Interest and Additional Amounts

Subject to the discussion below of backup withhadipayments of interest and any additional amooints
the Notes generally are not subject to U.S. feda@me tax, including withholding tax, if paid #"“non-U.S.
Holder”, as defined above, unless the interesffecvely connected with such non-U.S. Holder'sndact of a
trade or business within the U.S. (or, if an incotae treaty applies, the interest is attributaldeatpermanent
establishment or fixed place of business maintameduch non-U.S. Holder within the U.S.). In thate, the non-
U.S. Holder generally will be subject to U.S. femléncome tax in respect of such interest in theesananner as a
U.S. Holder, as described above. A non-U.S. Hottat is a corporation may, in certain circumstancéso be
subject to an additional “branch profits tax” irspect of any such effectively connected interesbrime currently
imposed at a 30% rate (or, if attributable to anpgTent establishment maintained by such non-U.&ldfavithin
the U.S., a lower rate under an applicable taxyyea

Sale, Exchange, Retirement or Other Taxable Dispiosi of a Note

Subject to the discussion below of backup withhgddia non-U.S. Holder generally will not be subject
U.S. federal income or withholding tax on any gegalized on the sale, exchange, retirement or dénrable
disposition of a Note unlesg1) the gain is effectively connected with the cactdby such non-U.S. Holder of a
trade or business within the U.S. (or, if an incotag treaty applies, the gain is attributable t@exmanent
establishment or fixed base in the U.S.), or (Zhswon-U.S. Holder is a nonresident alien individuéno is present
in the U.S. for 183 or more days in the taxable yéahe disposition and certain other conditiors met. Non-U.S.
Holders who are described under (1) above genenallype subject to U.S. federal income tax on sgein in the
same manner as a U.S. Holder and, if the non-UoBled is a foreign corporation, such holder may dde subject
to the branch profits tax as described above. N@h-Holders described under (2) above generallybeilsubject
to a flat 30% tax on the gain derived from the sekehange, retirement or other taxable dispositfddotes, which
may be offset by certain U.S. capital losses (nbistéanding the fact that such holder is not comsidlea U.S.
resident for U.S. federal income tax purposes). ampunt attributable to accrued but unpaid intevasthe Notes
generally will be treated in the same manner asneays of interest, as described above under “—Patgnef
Interest and Additional Amounts.”
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Backup Withholding and Information Reporting

In general, information reporting requirements \ajtiply to payments of principal of and interest ang
additional amounts on the Notes to non-corporaf Holders if such payments are made within the ot ®y or
through a custodian or nominee that is a “U.S. @died Person,” as defined below. Backup withhoddivill apply
to such payments if a U.S. Holder fails to provate accurate taxpayer identification number or,hi@ tase of
interest payments and the accrual of interess failcertify that it is not subject to backup witkding or is notified
by the IRS that it has failed to report all intéresd dividends required to be shown on its U.8effal income tax
returns.

Non-U.S. Holders are generally exempt from thegbheiding and reporting requirements (assuming that

the gain or income is otherwise exempt from U.8efal income tax), but such non-U.S. Holders mayeogired

to comply with certification and identification medures in order to prove their exemption. If a-hb8. Holder
holds a Note through a foreign partnership, thestfication procedures would generally be apptieduch holder

as a partner. The payment of proceeds of a satedamption of Notes effected at the U.S. officeadbroker
generally will be subject to the information refiogt and backup withholding rules, unless such nda-Wolder
establishes an exemption. In addition, the infdimmareporting rules will apply to payments of peeds of a sale

or redemption effected at a non-U.S. office of aklr that is a U.S. Controlled Person, as defireddvl, unless the
broker has documentary evidence that the holddvemeficial owner is not a U.S. Holder (and has owal
knowledge or reason to know to the contrary) oribieler or beneficial owner otherwise establisiresx@mption.

As used herein, the term “U.S. Controlled Persorans:
e a‘“United States person;”
» acontrolled foreign corporation for U.S. federaddme tax purposes;

* anon-U.S. person 50% or more of whose gross inderderived for tax purposes from the conduct of a
U.S. trade or business for a specified three-yedog; or

e anon-U.S. partnership in which United States persmld more than 50% of the income or capitalresis
or which is engaged in the conduct of a U.S. tradeusiness.

Backup withholding is not an additional tax. Any amts withheld under the backup withholding rules
from a payment to a holder of a Note generally wél allowed as a refund or a credit against thedrd U.S.
federal income tax liability as long as the holgesvides the required information to the IRS ifnaely manner.

EU Savings Directive

Under EC Council Directive 2003/48/EC on the taxatdf savings income (the “Savings Directive”),
Member States are required to provide to the télxcaities of another Member State details of paysefi interest
(or similar income) paid by a person within itsiggliction to an individual resident in that otheeber State or to
certain limited types of entity established in th@ther Member State. However, for a transitionatiqoe
Luxembourg and Austria are instead required (unidssng that period they elect otherwise) to operat
withholding system in relation to such payment® (@mding of such transitional period being dependeon the
conclusion of certain other agreements relatingpftormation exchange with certain other countrigspumber of
non-EU countries and territories including Switaed have adopted similar measures (a withholdistesy in the
case of Switzerland).

On September 15, 2008 the European Commissiondssoeport to the Council of the European Union on
the operation of the Savings Directive, which imleld the Commission’s advice on the need for chatmeke
Savings Directive. On November 13, 2008 the Eurnp€ammission published a more detailed proposal for
amendments to the Savings Directive, which includedumber of suggested changes. The European rRariia
approved an amended version of this proposal oril 24r 2009. If any of those proposed changes aadarin
relation to the Savings Directive, they may amendcbimaden the scope of the requirements describedea

102



Noteholders are advised to consult their indepengesfessional advisers in relation to the impli@as of the
proposed changes, once finally made.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon ohdieof the Republic by Rosibel Bermudez Fernandez,
Costa Rican counsel to the Republic, and by Ar@Rbrter LLP, U.S. counsel to the Republic. Thadig} of the
Notes will be passed upon on behalf of the IniRalrchasers by Consortium - Laclé & Gutiérrez, Cdsizan
counsel to the Initial Purchasers and by Milbane&d, Hadley & McCloy LLP, U.S. counsel to the ildit
Purchasers. As to all matters of Costa Rican lawpld & Porter LLP will rely on the opinion of Rdml Bermudez

Fernandez, and Milbank, Tweed, Hadley & McCloy LRI rely upon the opinion of Consortium - Laclé &
Gutiérrez.
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GENERAL INFORMATION

1. The CUSIP numbers for the Regulation S GlobakeNmd the Restricted Global Note are P3699PGB7
and 221597BR7, respectively. The common codeshfoRegulation S Global Note and the Restricted &lblote
are 084243795 and 084243787, respectively, andlirttexnational Securities Identification Numbers fibre
Regulation S Global Note and the Restricted Gldlizie are USP3699PGB78 and US221597BR74, respactivel

2. The Republic has obtained all necessary consampsovals and authorizations in the Republic at@
Rica in connection with the issue and performarfcth@ Notes. The issue of the Notes was authonzeter Law
No. 9070, effective on September 7, 2012.

3. Application has been made to list the NoteshenQfficial List of the Luxembourg Stock Exchangela
to have the Notes admitted to trading on the Euid-Nlarket. So long as any of the Notes are listethe Official
List of the Luxembourg Stock Exchange, the Repullii maintain a paying agent and transfer agent in
Luxembourg.

4. Except as otherwise set forth herein, neitheRbpublic nor any governmental agency of the Rlépub
is involved in any litigation or arbitration or admstrative proceedings relating to claims or antsuwhich are
material in the context of the issue of the Noted which would materially and adversely affect fepublic’s
ability to meet its obligations under the Notes #mel fiscal agency agreement and, so far as thelifeps aware,
no such litigation or arbitration or administratipeoceedings are pending or threatened.

5. Copies of the following documents may be obtéhina any business day (Saturdays, Sundays and
public holidays excepted) at the office of the Rgyhgent in Luxembourg so long as any of the Natreslisted on
the Official List of the Luxembourg Stock Exchange:
(a) the Fiscal Agency Agreement incorporating tirenfs of Global Notes and Note Certificates;

(b) copies of the Constitution of the Republic ahd Law of the Republic referred to in paragraph 2
above (in Spanish); and

(c) copies of the Republic’s consolidated publictsefiscal accounts for the last calendar yearafad
when available in English).

6. Other than as disclosed herein, there has beenaterial adverse change in the financial conulitid
the Republic which is material in the context af thsue of the Notes since December 31, 2011.
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