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DALLAS (Standard & Poor's) Feb. 4, 2014--Standard & Poor's Ratings Services
said today it |owered by one notch, to 'BB+ , the rating on Puerto Rico
Aqueduct & Sewer Authority's (PRASA) revenue bonds guaranteed by the
Commonweal th of Puerto Rico. The rating remamins on CreditWatch, where it was
pl aced with negative inplications on Jan. 24, 2014. The downgrade and
CreditWatch status reflect our simlar action today on the commonweal th's
general obligation (GO debt rating (see the nedia release, "Puerto Rico GO
Rating Lowered To 'BB+'; Rermains On Watch Negative").

In addition, we have placed the 'BB+ rating on PRASA's senior-lien (gross

pl edge) revenue bonds on CreditWatch with negative inplications. Al though the
rating is not imredi ately affected by today's downgrade, the CreditWatch
action on those bonds reflects the relationship between PRASA and t he
conmonweal th. PRASA's stand-al one credit profile renmains 'bb+', which reflects
our view of the authority's general creditworthiness solely on its own

f undanent al s.

"The CreditWatch action on the senior-lien revenue bonds is based our opinion
that PRASA is a governnental -related entity of the conmonweal th. Should the GO
rati ng be | owered again, we woul d al so downgrade the commonweal t h- supported
PRASA bonds as well as PRASA's senior-lien revenue bonds," said Standard &
Poor's credit analyst Ted Chapman. "The CGovernnment Devel opment Bank ( GDB)
continues to be the key tool for financing the commonwealth's structura

budget ary gap, which also then affects PRASA debt supported by the
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Puerto Rico Aqueduct & Sewer Authority Commonwealth-Backed Debt Rating Lowered To 'BB+'; Remains On
Watch Neg

conmmonweal th. The GDB is al so PRASA's nain source of interimcapital
i mprovenent funding by way of several different revolving credit agreenments
and comritted lines of credit,” said M. Chapman.

PRASA' s commonweal t h- backed debt is about $1.1 billion (including State
Revol ving Fund and U.S. Dept. of Agriculture borrow ngs) out of the
authority's roughly $4.6 billion in total debt. For nore information, please
refer to table 6 of our criteria, "General Criteria: Rating Governnent-Rel at ed
Entities: Methodol ogy And Assunptions", published Dec. 9, 2010.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

e« USPF Criteria: Standard & Poor’'s Revises Criteria For Rating Water,
Sewer, And Drainage Utility Revenue Bonds, Sept. 15, 2008

e CGeneral Criteria: Rating Government-Related Entities: Methodol ogy And
Assunptions, Dec. 9, 2010

* CGeneral Criteria: Stand-Alone Credit Profiles: One Conmponent OF A Rating,
Cct. 1, 2010

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at ww. spcapitalig.com All ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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