NEW ISSUE - BOOK-ENTRY-ONLY Ratings: see “RaTiNGs” herein.

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, under existing statutes and court decisions and
assuming continuing compliance with certain tax covenants described herein, (i) interest on the Series 2014A Bonds is excluded
Jfrom gross income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the
“Code”) and (ii) interest on the Series 2014A Bonds is not treated as a preference item in calculating the alternative minimum tax
imposed on individuals and corporations under the Code; such interest, however, is included in the adjusted current earnings of
certain corporations for purposes of calculating the alternative minimum tax imposed on such corporations. In addition, in the
opinion of Bond Counsel to the Authority, under existing statutes, interest on the Series 2014A Bonds is exempl from personal income
tax imposed by the United States Virgin Islands or by any state, territory, or possession or by any political subdivision thereof or by
the District of Columbia. See “TAX MATTERS” herein regarding certain other tax considerations.
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The Virgin Islands Public Finance Authority Revenue Bonds (Virgin Islands Gross Receipts Taxes Loan Note), Series 2014A (Working
Capital) (the “Series 2014A Bonds”) are being issued pursuant to (i) the Act (as defined herein), (ii) Resolution No. 14-007, adopted by the
Virgin Islands Public Finance Authority (the “Authority”) on August 13,2014, and (iii) the Indenture of Trust, dated as of November 1, 1999
(the “Original Indenture”), as previously amended and supplemented, and as further supplemented by the Seventeenth Supplemental
Indenture of Trust, dated as of September 1, 2014 (the “Seventeenth Supplemental Indenture,” collectively, the “Indenture”), each by
and between the Authority and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”). The Trustee is located in
Jacksonville, Florida, and will also act as Registrar and Paying Agent with respect to the Series 2014A Bonds.

The Series 2014A Bonds will be secured by a pledge of the Trust Estate (as defined herein) and the Series 2014A Loan Note (as
defined herein) issued by the Government of the United States Virgin Islands (the “Government”) pursuant to the Loan Agreement, dated
as of September 1, 2014, by and among the Authority, the Trustee and the Government (the “Series 2014A Loan Agreement”).

The Series 2014A Bonds will bear interest at a fixed rate, as described on the inside cover, and are issuable in minimum denominations
of $100,000 and integral multiples of $5,000 in excess thereof and will be issued initially as a single registered bond for each maturity
registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”). Beneficial ownership interests in the Series
2014A Bonds will be available for purchase in book-entry-only form.

The Series 2014A Bonds will be subject to redemption prior to maturity as described herein. Interest on the Series 2014A Bonds will
be payable semiannually on April 1 and October 1, commencing April 1, 2015.

The Series 2014A Bonds are being issued by the Authority to (i) provide a loan to the Government to be used to finance certain
operating expenses and other obligations of the Government, (ii) fund an amount necessary to meet the Debt Service Reserve Requirement
(as defined herein), and (iii) pay the costs of issuance related to the Series 2014A Bonds.

The Series 2014A Bonds are special limited obligations of the Authority payable from and secured by a pledge of the Trust Estate (as
defined herein). The Series 2014A Loan Note is (i) a general obligation of the Government secured by the full faith and credit and taxing
power of the Government and (ii) secured by a pledge of Gross Receipts Taxes (as defined herein) imposed and collected under the Virgin
Islands Code, which pledge is subject to the Required Annual Moderate Income Housing Fund Deposit (as defined herein). The Series
2014A Bonds shall under no circumstances constitute a general obligation of the Authority or the United States of America nor shall the
Series 2014A Bonds be evidence of a debt of the United States of America nor shall the United States of America be liable thereon. The
Authority has no taxing power.

The Series 2014A Bonds are being offered to purchasers through a limited offering. Each purchaser, by placing an
order for the purchase of the Series 2014A Bonds, will be deemed to have acknowledged that Jefferies (as defined herein),
Bostonia (as defined herein) and the Authority are relying on the representations and warranties made by purchasers of
the Series 2014A Bonds so that the offering may qualify for the limited offering exemption set forth in Section (d)(1) of
Rule 15¢2-12 (as defined herein). Each purchaser will be deemed to have made to Jefferies, Bostonia and the Authority the
representations and warranties set forth herein under the caption “PLAN OF DISTRIBUTION - Purchaser Representations”
and the sale of the Series 2014A Bonds to each purchaser is made in reliance on such representations and warranties.

The purchase and ownership of the Series 2014A Bonds involve certain investment risks. The information contained on the cover of
this Limited Offering Memorandum is a summary only. Prospective purchasers of the Series 2014A Bonds are advised to read this Limited
Offering Memorandum in its entirety.

The Series 2014A Bonds are offered subject to prior sale, when, as and if issued by the Authority and accepted by Jefferies
and Bostonia, subject to the approval of legality by Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, and certain
other conditions. Certain legal matters will be passed upon for the Authority by its counsel, Birch, deJongh & Hindels PLLC, St.
Thomas, Virgin Islands. Certain legal matters will be passed upon for the Government by the Office of the Attorney General of the
Government. Hawkins Delafield & Wood LLP, Disclosure Counsel to the Authority, will deliver an opinion regarding certain matters
to the Authority, the Government, Jefferies and Bostonia. Certain legal matters will be passed upon for Jefferies and Bostonia by their
counsel, Ballard Spahr LLP, Washington, D.C. Jefferies and Bostonia have agreed to use their best efforts to solicit offers to purchase
the Series 2014A Bonds from one or more purchasers, as described herein. It is expected that the Series 2014A Bonds will be available
for delivery through the facilities of DTC in New York, New York on or about September 5, 2014.

Jefferies Bostonia Global Securities LLC
Dated: August 27, 2014



MATURITY DATES, PRINCIPAL AMOUNTS, INTEREST RATES, YIELDS, AND PRICES

$49,640,000
VIRGIN ISLANDS PUBLIC FINANCE AUTHORITY
Revenue Bonds
(Virgin Islands Gross Receipts Taxes Loan Note),
Series 2014A
(Working Capital)

Maturity Principal Interest
(October 1) Amount Rate Yield Price CUSIP'
2015 $1,480,000 5.00% 0.95% 104.309% 927676SV9
2016 $1,560,000 5.00% 1.20% 107.753% 927676SW7
2017 $1,635,000 5.00% 1.55% 110.310% 927676SX5
2018 $1,720,000 5.00% 1.90% 112.091% 927676SY3
2019 $1,810,000 5.00% 2.25% 113.110% 927676SZ0

$10,535,000 5.00% Term Bonds due October 1, 2024, yield 3.40%, price 113.546%, CUSIP 927676TA4
$13,530,000 5.00% Term Bonds due October 1, 2029, yield 3.85%*, price 109.523%*, CUSIP' 927676 TB2

$17,370,000 5.00% Term Bonds due October 1, 2034, yield 4.10%*, price 107.362%*, CUSIP' 927676TCO

T The CUSIP numbers for the Series 2014A Bonds are provided by Standard & Poor’s CUSIP Service Bureau, a division of McGraw-Hill
Companies, Inc., and are set forth herein for convenience of reference only. The Authority assumes no responsibility for the accuracy of
such numbers, nor is any representation made as to their correctness on the Series 2014A Bonds or as indicated above.

* Yield and price to the first par call date of October 1, 2024.
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This Limited Offering Memorandum is furnished in connection with the sale of securities as
referred to herein and may not be reproduced or be used, in whole or in part, for any other
purpose. The information and expressions of opinion herein are subject to change without notice.
The delivery of this Limited Offering Memorandum, including the Appendices attached hereto,
does not imply that there has been no change in the affairs of the Authority, the Government or the
other matters described herein since the date hereof or that the information herein is correct as of
any time subsequent to its date.

No dealer, broker, salesperson or other person has been authorized by the Authority, the
Government, Jefferies or Bostonia to give any information or to make representations other than as
contained in this Limited Offering Memorandum, and if given or made, such other information or
representations must not be relied upon as having been authorized by the Authority, the
Government, Jefferies or Bostonia. This Limited Offering Memorandum does not constitute an
offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the Series 2014A
Bonds by any person, in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale.

The information contained in this Limited Offering Memorandum has been obtained from
the Authority, the Government and other sources which are believed to be reliable, based primarily
on a review of such information and discussions with representatives of the Government and the
Authority. The information and expressions of opinion herein are subject to change without notice
and neither the delivery of this Limited Offering Memorandum nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the
Authority or the Government since the date hereof. Such information and expressions of opinion
are made for the purpose of providing information to prospective investors and are not to be used
for any other purpose or relied on by any other party.

The order and placement of materials in this Limited Offering Memorandum, including the
appendices, are not to be deemed a determination of relevance, materiality or importance, and this
Limited Offering Memorandum, including the appendices, must be considered in its entirety. The
captions and headings in this Limited Offering Memorandum are for convenience only and in no
way define, limit or describe the scope or intent, or affect the meaning or construction, of any
provisions or sections of this Limited Offering Memorandum. The offering of the Series 2014A
Bonds is made only by means of this entire Limited Offering Memorandum.

The statements contained in this Limited Offering Memorandum and appendices hereto
and in any other information provided by the Authority, the Government, Jefferies, Bostonia and
other parties to the transactions described herein that are not purely historical are forward-looking
statements. Such forward-looking statements can be identified, in some cases, by terminology such
as “may,” “will,” “should,” “expects,” “intends,” “plans,” “anticipates,” “believes,” “estimates,”
“predicts,” “potential,” “illustrate,” “example,” and “continue,” or the singular, plural, negative or
other derivations of these or other comparable terms. Readers should not place undue reliance on
forward-looking statements. All forward-looking statements included in this Limited Offering
Memorandum are based on information available to such parties on the date hereof, and the
Authority, the Government, Jefferies and Bostonia assume no obligation to update any such
forward-looking statements. The forward-looking statements included herein are necessarily based
on various assumptions and estimates and are inherently subject to various risks and uncertainties,
including, but not limited to, risks and uncertainties relating to the possible invalidity of the
underlying assumptions and estimates and possible changes or developments in various important
factors. Accordingly, actual results may vary from the projections, forecasts and estimates
contained in this Limited Offering Memorandum and such variations may be material, which could
affect the ability to fulfill some or all of the obligations under the Series 2014A Bonds.



Jefferies and Bostonia have reviewed the information in this Limited Offering
Memorandum in accordance with, and as part of, their responsibilities to investors under the
federal securities laws as applied to the facts and circumstances of this transaction, but Jefferies
and Bostonia do not guarantee the accuracy or completeness of such information.

These securities have not been recommended by any federal or state securities commission
or regulatory authority. Furthermore, the foregoing authorities have not confirmed the accuracy
or determined the adequacy of this document. Any representation to the contrary is a criminal
offense.

This Limited Offering Memorandum is being provided to prospective purchasers either in
bound printed form (“Original Bound Format”) or in electronic format on the following website:
http://www.munios.com. This Limited Offering Memorandum may be relied upon only if it is in its
Original Bound Format or if it is printed in full directly from such website.
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LIMITED OFFERING MEMORANDUM

$49,640,000
VIRGIN ISLANDS PUBLIC FINANCE AUTHORITY
Revenue Bonds
(Virgin Islands Gross Receipts Taxes Loan Note),
Series 2014A
(Working Capital)

INTRODUCTION

The Virgin Islands Public Finance Authority (the “Authority”) has prepared this Limited Offering
Memorandum in connection with the sale of its $49,640,000 Virgin Islands Public Finance Authority
Revenue Bonds (Virgin Islands Gross Receipts Taxes Loan Note), Series 2014A (Working Capital) (the
“Series 2014A Bonds”).

This Limited Offering Memorandum consists of the cover page, inside cover page, the Table of
Contents and each of the Appendices attached hereto. This Limited Offering Memorandum is dated as of
the date set forth on the cover page. The Series 2014A Bonds may not be suitable for all investors.
Prospective purchasers of the Series 2014A Bonds should read this Limited Offering Memorandum in its
entirety. The descriptions and summaries of the various documents referred to herein do not purport to be
comprehensive or definitive, and all such descriptions or summaries are qualified in their entirety by
reference to the complete documents. Copies of the referenced documents are available at the offices of
the Trustee (as defined herein) at 10161 Centurion Parkway, Jacksonville, Florida 32256 (904-645-1912),
and at the offices of the Authority at 32-33 Kongens Gade, Charlotte Amalie, St. Thomas, United States
Virgin Islands 00802 (340-714-1635).



GENERAL DESCRIPTION OF THE BONDS
Authorization

The Series 2014A Bonds are being issued pursuant to (i) the Virgin Islands Revised Organic Act,
48 U.S.C. 1574, et seq. (West 1987) (the “Revised Organic Act”), the laws of the Virgin Islands including
Title 29, Chapter 15 of the Virgin Islands Code, 2013 V.I. Act 7499, as amended by 2014 V.I Act 7631,
as further amended by 2014 V.I. Act 7637, and other applicable law, as the same may be amended from
time to time (collectively, with the Revised Organic Act, the “Act”), (i) Resolution No. 14-007, adopted
by the Authority on August 13, 2014, and (iii) the Indenture of Trust, dated as of November 1, 1999 (the
“Original Indenture”), as previously amended and supplemented, and as further supplemented by the
Seventeenth Supplemental Indenture of Trust, dated as of September 1, 2014 (the “Seventeenth
Supplemental Indenture,” collectively, the “Indenture”), each by and between the Authority and The Bank
of New York Mellon Trust Company, N.A., as trustee (the “Trustee”). The Trustee is located in
Jacksonville, Florida, and also will act as Registrar and Paying Agent with respect to the Series 2014A
Bonds.

The Series 2014A Bonds will be secured by a pledge of the Trust Estate (as defined herein) and
the general obligation Series 2014A Gross Receipts Taxes Loan Note (the “Series 2014A Loan Note”).
The Series 2014A Loan Note will be issued by the Government of the United States Virgin Islands (the
“Government”) pursuant to the Loan Agreement, dated as of September 1, 2014, by and among the
Authority, the Trustee and the Government (the “Series 2014A Loan Agreement”). The Series 2014A
Loan Note is (i) a general obligation of the Government secured by the full faith and credit and taxing
power of the Government and (ii) secured by a pledge of Gross Receipts Taxes (as defined herein)
imposed and collected under the Virgin Islands Code, which pledge is subject to the Required Annual
Moderate Income Housing Fund Deposit (as defined herein).

All capitalized terms not defined in this Limited Offering Memorandum shall have the meanings
ascribed to them in APPENDIX A — “GLOSSARY OF CERTAIN DEFINED TERMS.”

Purpose of the Issue

The Series 2014A Bonds are being issued by the Authority to (i) provide a loan to the
Government to be used to finance certain operating expenses and other obligations of the Government,
(i1) fund an amount necessary to meet the Debt Service Reserve Requirement (as defined herein), and (iii)
pay the costs of issuance related to the Series 2014A Bonds.

Security and Source of Payment

The Series 2014A Bonds, together with all outstanding Bonds issued under the Indenture (the
“Outstanding Bonds™) and any Additional Bonds hereafter issued under the Indenture, are payable and
secured by a pledge of the Trust Estate (as defined herein), including, without limitation, the Series
2014A Loan Note.



Gross Receipts Taxes

“Gross Receipts Taxes” are those tax revenues received by the Government from payments of a
tax on gross receipts. Gross Receipts Taxes are levied by the Government pursuant to Title 33, Section
43 of the Virgin Islands Code, as amended (the “Gross Receipts Tax Statute”). The Gross Receipts Tax
Statute is broad and extends to most sellers of services and goods. Pursuant to the Gross Receipts Tax
Statute, “Gross Receipts” means “all receipts, cash or accrued, of the taxpayer for services or derived
from trade, business, commerce or sales, and the value accruing from the sale of tangible personal
property or services, or both, including rentals, fees and other involvements, however designated, without
any deduction on account of the cost of the property sold, the cost of materials used, labor cost, royalties,
taxes, interest or discount paid, and any other expenses whatsoever.” Currently, individuals and entities
doing business in the Virgin Islands pay a tax of 5.0% on Gross Receipts (the “Gross Receipts Tax
Rate”). Certain businesses are exempt from the Gross Receipts Tax Statute. See “GROSS RECEIPTS
TAXES” below.

In April 2011, the Gross Receipts Tax Statute was amended to increase the tax rate on Gross
Receipts from 4% to 4.5%, effective from April 2011 through June 30, 2013. In March 2012, the
Legislature of the Virgin Islands (the “Legislature”) further amended the Gross Receipts Tax Statute to
increase the tax rate on Gross Receipts from 4.5% to 5% from March 1, 2012, until such time as the
corporate income taxes collected in the Virgin Islands reaches $185 million. If the corporate income tax
collections in any fiscal year reach $185 million, the Gross Receipts Tax Statute provides that the Gross
Receipt Tax Rate will be reduced to 4.5%. In fiscal years 2009-2013, audited corporate income tax
collections have totaled $50.7 million, $61.0 million, $53.5 million, $45.8 million, and $62.5 million,
respectively. See “GROSS RECEIPTS TAXES — General.”

All Gross Receipts Taxes deposited in the Special Escrow Account maintained by the Collecting
Agent (as defined herein) are free and clear of all prior or parity lien pledges and security interests, with
the exception of the Required Annual Moderate Income Housing Fund Deposit. “Required Annual
Moderate Income Housing Fund Deposit” means the first $250,000 of Gross Receipts Taxes collected
during each fiscal year, which amount is required to be deposited into the Moderate Income Housing
Fund pursuant to Title 33, Section 3027(a)(3) of the Virgin Islands Code. Upon receipt of Gross Receipts
Taxes, the Collecting Agent makes daily transfers of such collections to the Government until satisfaction
of the Required Annual Moderate Income Housing Fund Deposit. All additional amounts deposited in
the Special Escrow Account are transferred daily to the Trustee for deposit in the Pledged Revenue
Account as required by the Indenture. Gross Receipts Taxes in excess of the amount required for debt
service on the Bonds for each calendar month are required to be transferred to the Government for deposit
into the General Fund to be used for any lawful purpose. For more information on Gross Receipts Taxes,
including the Government’s historical collection of such taxes, see “GROSS RECEIPTS TAXES” below.



PLAN OF DISTRIBUTION
Purchaser Representations

Each purchaser, by placing an order for the purchase of the Series 2014A Bonds, will be deemed
to have made the following representations to Jefferies (as defined below) and Bostonia (as defined
below) and the Authority, and the sale of the Series 2014A Bonds to each purchaser is made in reliance
thereon:

(1) Each purchaser of the Series 2014A Bonds has confirmed that the Series 2014A
Bonds will be acquired for investment for such purchaser’s own account, not as a nominee or agent,
and not with a view to the resale or distribution of any part thereof, and that such purchaser has no
present intention of selling, granting any participation in, or otherwise distributing the Series 2014A
Bonds. By purchasing the Series 2014A Bonds, each purchaser has further represented that such
purchaser does not currently have any contract, undertaking, agreement, or arrangement with any
person to sell, transfer, or grant participations to such person or to any third-party, with respect to any
of the Series 2014A Bonds.

(i1) Each purchaser of the Series 2014A Bonds has confirmed its understanding that
the offering of the Series 2014A Bonds is being made (a) in reliance on the limited offering
exemption of Section (d)(1) of Rule 15¢2-12 (“Rule 15¢2-12”) of the Securities Exchange Act of
1934 (the “Exchange Act”), (b) without registration under, and in reliance upon an exemption from,
the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”) and (c)
only to institutional investors under applicable state “blue sky” securities laws that are Qualified
Buyers. A “Qualified Buyer,” for purposes of this Limited Offering Memorandum, means a
Qualified Institutional Buyer within the meaning of Rule 144A under the Securities Act (17 C.F.R. §
230.144A) (“Rule 144A”); provided, however, that, in the case of a family of investment companies
as defined in Rule 144A that have the same investment adviser and own in the aggregate at least $100
million in securities other than the Series 2014A Bonds, each investment company member shall be
considered a Qualified Buyer; and provided further, however, that a purchaser who, in the opinion of
Jefferies and Bostonia, otherwise satisfies the requirements of Section (d)(1)(i) of Rule 15¢2-12
without regard to their status as “qualified institutional buyer” also shall (upon consent of the
Authority) be considered a Qualified Buyer. Section (d)(1)(i) of Rule 15¢2-12 provides that such rule
will not apply to a primary offering of municipal securities in authorized denominations of $100,000
or more, if such securities are sold to no more than thirty-five (35) persons each of whom the
participating underwriter (or, with respect to the Series 2014A Bonds, Jefferies and Bostonia)
reasonably believes (1) has such knowledge and experience in financial and business matters that it is
capable of evaluating the merits and risks of the prospective investment and (2) is not purchasing for
more than one account or with a view to distributing the securities.

(iii)  Each purchaser also has confirmed its understanding that any transfer or resale of
the Series 2014A Bonds will be restricted to a Qualified Buyer until such time as the transfer and
resale restrictions described herein are eliminated. See “— Elimination of Transfer and Resale
Restrictions.”

(iv) Each purchaser of the Series 2014A Bonds has confirmed its understanding that
no public market currently exists for the Series 2014A Bonds and that the Authority makes no
assurances that any such public market for the Series 2014A Bonds will exist in the future.



v) Each purchaser of the Series 2014A Bonds has confirmed that at the time such
purchaser was offered the Series 2014A Bonds, it was, and on the date it purchases the Series 2014A
Bonds it is, a Qualified Buyer. Each purchaser has confirmed that it is not a broker-dealer registered
under Section 15(a) of the Exchange Act or an entity engaged in the business of being a broker-
dealer.

(vi) Each purchaser of the Series 2014A Bonds, either alone or together with its
representatives, has represented that it has such knowledge, sophistication, and experience in business
and financial matters so as to be capable of evaluating the merits and risks of the prospective
investment in the Series 2014A Bonds and has so evaluated the merits and risks of such investment.
Each purchaser understands that it may be required to bear the economic risk of this investment in the
Series 2014A Bonds indefinitely. Each purchaser has represented that it is able to bear such
economic risk and would be able to afford a complete loss of its investment in the Series 2014A
Bonds.

(vii)  Each purchaser has acknowledged that Jefferies and Bostonia are relying on the
representations and warranties made by such purchaser to qualify for the limited offering exemption
set forth in Section (d)(1)(i) of Rule 15¢2-12.

Other Limited Offering Information

It is expected that delivery of the Series 2014A Bonds will be made only in book-entry form
through the same day funds settlement system of the Depository Trust Company (“DTC”) on or about
September 5, 2014. See “THE SERIES 2014A BONDS — Book-Entry-Only System.”

There can be no assurance that a secondary market for the Series 2014A Bonds will develop or, if
it does develop, that it will continue or that the prices at which the Series 2014A Bonds will sell in the
market after this offering will not be lower or higher than the initial offering price.

Jefferies LLC (“Jefferies”) and Bostonia Global Securities LLC (“Bostonia”) may be contacted at
their respective principal offices as follows: (i) Jefferies LLC, 520 Madison Avenue, 8th Floor, New
York, NY 10022, telephone: (212) 336-7022 and (ii) Bostonia Global Securities LLC, One Exeter Plaza,
699 Boylston Street, 7th Floor, Boston, MA 02116, telephone: (617) 437-0150.



Elimination of Transfer and Resale Restrictions

Pursuant to the Bond Purchase Agreement (as defined herein), the Authority and the Government
will advise in writing Jefferies, or another qualified broker-dealer, when they determine that they are in
compliance with their existing continuing disclosure agreements under Rule 15¢2-12. Upon such
determination, the Authority, at its own cost and expense, will engage the services of an independent third
party, mutually agreeable to the Authority and Jefferies (or another qualified broker-dealer) to prepare a
report as to whether the Authority and the Government are in compliance with their existing continuing
disclosure agreements. If the report concludes that such compliance has been achieved, the Authority will
prepare a notice that the requirements of Rule 15¢2-12 have been satisfied (such notice to be posted on
EMMA (as defined herein)). Upon (i) the receipt of the independent third party report that the Authority
and the Government are in compliance with their respective continuing disclosure agreements, (ii) the
posting of the notice described above, and (iii) the posting on EMMA of this Limited Offering
Memorandum (as the same may be amended or supplemented) plus any more recent disclosure
documents prepared by the Authority or the Government relating to securities that are payable (on a
senior or subordinate basis) from Gross Receipts Taxes, the transfer and resale restrictions on the Series
2014A Bonds will cease. There can be no guarantees that the events described in this paragraph will
transpire or that the transfer and resale restrictions for the Series 2014A Bonds will be eliminated.

The Authority and the Government have entered into a number of continuing disclosure
agreements in connection with bonds previously issued by the Authority. During the last five years, the
Government and Authority have not satisfied the provisions of their continuing disclosure agreements to
provide audited financial statements by the stated deadline in such agreements. For more information on
the filing dates of the audited financial statements of the Government and Authority for fiscal years 2009-
2013, see Table 1.

The Series 2014A Bonds are subject to transfer and resale restrictions until such time as the
Authority and the Government are in compliance with their continuing disclosure agreements and meet all
of the requirements set forth in the second preceding paragraph. There can be no assurances that the
Government and Authority will achieve compliance with their continuing disclosure agreements or that
the transfer and resale restrictions on the Series 2014A Bonds will be eliminated.

For more information on the continuing disclosure obligations of the Authority and Government,
see “CONTINUING DISCLOSURE.”



Table 1. Audited Financial Statements — Continuing Disclosure Filings

GOVERNMENT

Filing Deadline
Fiscal Year Ended Sept. 30, (270 days) Date Filed Period after Filing Deadline
2009 June 27, 2010 July 28, 2011 13 months
2010 June 27, 2011 November 30, 2012 17 months
2011 June 26, 2012 July 16, 2013 13 months
2012 June 27, 2013 February 14, 2014 8 months
2013 June 27, 2014 June 30, 2014 3 days
Filing Deadline
Fiscal Year Ended Sept. 30, (270 days) Date Filed Period after Filing Deadline
2009 June 27, 2010 June 25, 2010 N/A
2010 June 27, 2011 October 4, 2011 3 months
2011 June 26, 2012 June 3, 2013 11 months
2012 June 27, 2013 May 14, 2014 11 months
2013 June 27,2014 August 20, 2014 2 months



UNITED STATES VIRGIN ISLANDS

The Virgin Islands has been an unincorporated territory of the United States since 1917. As such,
the Virgin Islands is subject to the plenary power of Congress to make rules and regulations applicable to
the Virgin Islands. Congress also has the power to legislate directly for an unincorporated territory or to
establish the government for such territory subject to congressional control.

Under the terms of the Revised Organic Act, the Virgin Islands has separate executive, legislative
and judicial branches of government. The legislative power of the Virgin Islands is vested in the
Legislature, a unicameral, popularly elected body consisting of 15 members who serve two-year terms.
The Legislature has jurisdiction over “all rightful subjects of legislation” not inconsistent with the laws of
the United States made applicable to the Virgin Islands.

Executive power resides with a Governor and a Lieutenant Governor who are elected every four
years. The Governor is responsible for execution of local laws, administration of all activities of the
executive branch and appointment of department heads and other employees. The current Governor is the
Honorable John P. deJongh, Jr., and the current Lieutenant Governor is the Honorable Gregory R.
Francis, both of whom assumed office on January 1, 2007, and were sworn in for a second term on
January 1, 2011. Pursuant to the Virgin Islands Code, no person who has been elected Governor for two
full successive terms may be again eligible to hold that office until one full term has intervened.

Judicial power is vested in the Supreme Court and the Superior Court of the Virgin Islands, each
established by local law with jurisdiction over all local matters, and the District Court of the Virgin
Islands, which has the jurisdiction of a District Court of the United States. The Supreme Court of the
Virgin Islands has appellate jurisdiction over the Superior Court. The United States Court of Appeals for
the Third Circuit has appellate jurisdiction over the District Court and its appellate division and the
Supreme Court. The Supreme Court justices are appointed by the Governor and confirmed by the
Legislature and serve for terms of ten years. The Superior Court judges are appointed by the Governor
and confirmed by the Legislature and serve for terms of six years. The judges of the District Court of the
Virgin Islands are appointed by the President of the United States with the advice and consent of the
United States Senate and serve for ten years.

Residents of the Virgin Islands are citizens of the United States. However, apart from express
congressional grants of rights, such as the Bill of Rights in Section 1561 of the Revised Organic Act,
residency in the Virgin Islands does not carry with it the full range of rights that accompany citizenship in
any of the states. Residents of the Virgin Islands do not have the right to vote in national elections for the
President and Vice President of the United States. In the United States House of Representatives (the
“House of Representatives”), there is an elected, non-voting delegate from the Virgin Islands. Pursuant to
the rules of the House of Representatives, such delegate may vote in legislative committees and
participate in floor debate, but may not vote on the floor of the House of Representatives.

For more information on the Virgin Islands, see APPENDIX D - “INFORMATION
REGARDING THE UNITED STATES VIRGIN ISLANDS.



VIRGIN ISLANDS PUBLIC FINANCE AUTHORITY
Purposes and Powers

The Authority was created by the Government Capital Improvement Act of 1988 (United States
Virgin Islands Act No. 5365, as amended), as a public corporation and governmental instrumentality for
the purposes of aiding the Government in the performance of its fiscal duties and effective carrying out of
its governmental responsibility of raising capital for essential public projects. Under its enabling
legislation, the Authority is vested with, but not limited to, the following powers: (i) to have perpetual
existence as a corporation, (ii) to borrow money and issue bonds, (iii) to lend the proceeds of its bonds or
other money to the Government or any agency, instrumentality, commission, authority, or political
subdivision thereof or private enterprise in the Virgin Islands subject to the approval of the Legislature,
(iv) to establish one or more revolving loan funds with the proceeds of bonds issued by the Authority or
issued by the Government or any agency, instrumentality, commission, authority, or political subdivision
thereof, (v) to encourage economic development through the issuance of special obligations to finance a
project for the benefit of private parties, which special obligations are payable out of revenue generated
by the project and are payable to the Authority by the private party, (vi) to invest its funds and to arrange
for the investment of the funds of the Government or any agency, instrumentality, commission, authority,
or political subdivision thereof, (vii) to make contracts and issue guarantees and to execute all instruments
necessary or convenient in the exercise of any of its powers, (viii) to accept grants or loans from, and
enter into contracts and agreements with, the government of the United States and any agency,
instrumentality, commission, authority, or political subdivision thereof and the Government and any
agency, instrumentality, commission, authority, or political subdivision thereof and to apply the proceeds
of any such grants or loans for any of its corporate purposes, (ix) to make, modify and repeal bylaws,
rules and regulations, (x) to acquire, sell, lease, mortgage, pledge, dispose of or encumber property or
interests therein, and (xi) to sue and be sued.

Management

The powers of the Authority are exercised by a board of directors (the “Board”) consisting of
seven members. The Governor of the Virgin Islands (the “Governor”), the Commissioner of Finance, and
the Director of the Office of Management and Budget of the Virgin Islands (the “Director of OMB”) are
members of the Board, and serve ex-officio. The remaining members are appointed by the Governor with
the advice and consent of the Legislature. Of these remaining members, two must be residents of the
District of St. Thomas-St. John and two must be residents of the District of St. Croix. Such remaining
members must be experienced in municipal finance and not salaried officials or employees of the
government of the United States or the Government. The Governor serves as Chairman of the Board.
The Commissioner of Finance serves as the Authority’s Executive Director. The Director of OMB serves
as Secretary to the Authority.



The table below lists the current Board with their governmental positions or, for private sector
representatives, their island of residency, and date of expiration of their current terms. The Governor, the
Commissioner of Finance and the Director of OMB serve terms that are coterminous with their terms in
office. The Board members who represent the private sector serve four-year terms. Currently, there are
two vacancies on the Board.

Table 2. The Authority’s Board

Government Post Term

Name or Profession/Residency Expiration
The Honorable John P. deJongh, Jr., Governor of the Virgin Islands Ex-officio”
Chairman
Angel E. Dawson, Jr., Executive Director Commissioner of Finance Ex-officio
Debra E. Gottlieb, Secretary Director of OMB Ex-officio
Pablo O’ Neill Certified Public Accountant, St. Croix
Keith C. O’Neale, Jr. Business Owner, St. Croix o

*

Term as Governor expires January 1, 2015.

Serves at pleasure of Governor with advice and consent of the Legislature.

While the terms of Messrs. O’Neill and O’Neale, Jr. have expired, they continue to serve on the Board until successors are
appointed. As of the date hereof, no successors have been appointed.

sk

sk

Angel E. Dawson, Jr. also serves as the Acting Director of Finance and Administration of the
Authority, which is the senior management position of the Authority, and is responsible for the
administration and operation of the Authority. The Director of Finance and Administration is appointed
by, and serves at the pleasure of, the Board.

10



Outstanding Indebtedness of the Authority and the Government

The table on the following page lists the outstanding indebtedness of the Authority and the
Government as of August 1, 2014.

Table 3. Outstanding Indebtedness ent
of the Authority and Governm

Bonds / Notes Original Principal Amount Outstanding Balance
Gross Receipts Taxes Bonds: Senior Lien
Series 2003A $268,020,000 $237,500,000
Series 2006 219,490,000 205,970,000
Series 2012A (Working Capital) 197,065,000 188,035,000
Series 2012B (Broadband Project) 31,740,000 30,310,000
Series 2012C (Capital Projects) 35,115,000 35.115.000
Subtotal $696,930.000
Gross Receipts Taxes Notes: Subordinate Lien
Series 2009 (911 Loan) $8,000,000 $1,774,882
Series 2011 (Property Tax Revenue Anticipation Note)“) 13,000,000 7,086,673
Series 2013 A (Police Fleet Financing) 2,660,000 1,551,667
Series 2013B (Revenue Anticipation Note) 40,000,000 40,000,000
Subtotal $50,413,222
Other Indebtedness
Virgin Islands Water and Power Authority (“‘WAPA”) Loan Guaranty® $10,317,103 $6,082,999
Series 2012A (Island Crossings Tax Increment Term Loan)"® 15,700,000 13,280,040
Subtotal $19.363.039
Matching Fund Revenue Bonds®
Series 2004A $94,000,000 $4,405,000
Series 2009A-C 458,840,000 371,230,000
Series 2009A (DIAGEO)® 250,000,000 245,960,000
Series 2009A (CRUZAN)® 39,190,000 36,885,000
Series 2010A-B (Working Capital) 399,050,000 394,995,000
Series 2012A (Working Capital) 142,640,000 142,640,000
Series 2013A 36,000,000 36,000,000
Series 2013B 51,365,000 51,365,000
Subtotal $1.283.480.000
TOTAL $2,050,186,261

1. Total debt service and principal amounts are updated monthly. In the event that principal is not paid on December 1, 2016, the note converts to a term loan
maturing on December 1, 2018.

A guaranty of the debt of WAPA and not a current liability of the Government.

Converted to a term loan during the first quarter of fiscal year 2013.

The Matching Fund Revenue Bonds listed below are not all secured on a parity basis.

Not obligations of the Government or the Authority.

Rl

Future Indebtedness
In the first quarter of fiscal year 2015, the Authority is contemplating issuing approximately

$40 million of Subordinate Lien Gross Receipts Taxes Notes, which, if offered, will be subordinate to the
Series 2014A Bonds.
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THE SERIES 2014A BONDS
General

The Series 2014A Bonds will be dated their date of delivery, and will bear interest at the rates and
will mature on the dates set forth on the inside cover of this Limited Offering Memorandum. Interest on
the Series 2014A Bonds will be payable on April 1 and October 1, commencing April 1, 2015. The
Series 2014A Bonds are subject to redemption at the times and in the manner set forth in “— Redemption”
below. Pursuant to the Indenture, the Authority has appointed the Trustee as Bond Registrar and Paying
Agent for the Series 2014A Bonds. Interest on the Series 2014A Bonds will be calculated on the basis of
a 360-day year consisting of twelve 30-day months and will be payable to Cede & Co., or such other
owner of record as shown in the registration books of the Authority maintained by the Paying Agent as
Registrar, as of the Record Date (as defined below). The Series 2014A Bonds will be available in
minimum denominations of $100,000 and integral multiples of $5,000 in excess thereof, in book-entry-
only form as described below.

“Record Date” means with respect to an Interest Payment Date for the Series 2014A Bonds,
unless otherwise provided by any Supplemental Indenture, the fifteenth day (or if such day shall not be a
Business Day, the preceding Business Day) next preceding such Interest Payment Date.

Book-Entry-Only System

DTC will act as securities depository for the Series 2014A Bonds. The Series 2014A Bonds will
be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee)
or such other name as may be requested by an authorized representative of DTC. One fully-registered
bond certificate will be issued for each maturity of the Series 2014A Bonds, and will be deposited with
DTC. For more information regarding the book-entry-only system, see APPENDIX E — “BOOK-
ENTRY-ONLY SYSTEM.”
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Redemption

Optional Redemption. The Series 2014A Bonds maturing on October 1, 2029 and October 1,
2034, are subject to optional redemption by the Authority on or after October 1, 2024, in whole or in part
at any time, from such maturities as directed by the Authority, from any moneys that may be available for
such purpose, at a Redemption Price of 100% of the principal amount thereof plus interest accrued to the
redemption date.

Mandatory Sinking Fund Redemption. The Series 2014A Bonds maturing on October 1, 2024,
are required to be redeemed prior to maturity on October 1, in the years and amounts upon payment of
100% of the principal amount thereof plus interest accrued to the redemption date, as follows:

Year Amount

2020 $1,900,000
2021 $2,000,000
2022 $2,100,000
2023 $2,210,000
2024° $2,325,000

"Final maturity.

The Series 2014A Bonds maturing on October 1, 2029, are required to be redeemed prior to
maturity on October 1, in the years and amounts upon payment of 100% of the principal amount thereof
plus interest accrued to the redemption date, as follows:

Year Amount

2025 $2.,440,000
2026 $2,565,000
2027 $2,700,000
2028 $2.,840,000
20297 $2,985,000

"Final maturity.

The Series 2014A Bonds maturing on October 1, 2034, are required to be redeemed prior to
maturity on October 1, in the years and amounts upon payment of 100% of the principal amount thereof
plus interest accrued to the redemption date, as follows:

Year Amount

2030 $3,135,000
2031 $3,295,000
2032 $3,465,000
2033 $3,645,000
2034" $3,830,000

"Final maturity.
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Other Redemption

Pursuant to the Series 2014A Loan Agreement, the Government has agreed, for the benefit of the
Authority and the Owners of the Series 2014A Bonds, to deliver or cause to be delivered to the Trustee no
later than each December 31 occurring on or after December 31, 2015, a written certification of the
Director of OMB or the Commissioner of Finance containing a computation of the Surplus Available
Revenues of the Government, if any, as of the immediately preceding October 1. From October 1, 2015
until all Series 2014A Bonds are retired, in the event the Government has any Surplus Available
Revenues as of any October 1 (as set forth in such certificate described in the preceding sentence), the
Government is required to either (i) purchase Non-AMT Tax-Exempt investments in the principal amount
of such Cumulative Available Revenues, or (ii) within ninety (90) days thereafter, apply or cause to be
applied an amount equal to the Cumulative Available Revenues as of such October 1, to redeem or
purchase and retire the Series 2014A Bonds in accordance with the terms of the Arbitrage and Use of
Proceeds Certificate executed with respect to such Series 2014A Bonds.

To the extent moneys on deposit in the Series 2014A Restricted Moneys Subaccount are applied
to pay any redemption or purchase price, in accordance with the terms of the Arbitrage and Use of
Proceeds Certificate pursuant to the Series 2014A Loan Agreement, the Government’s obligations will be
deemed satisfied to the same extent. In the event that any portion of such Surplus Available Revenues
cannot be applied to purchase and retire a portion of the Series 2014A Bonds because insufficient Series
2014A Bonds are tendered for purchase by the holders thereof, the Government is required to deliver to
the Trustee for deposit into the Series 2014A Restricted Moneys Subaccount of the Series 2014A Bonds
Redemption Subaccount, any unexpended Surplus Available Revenues.

In the event there are any Cumulative Available Revenues or any Surplus Available Revenues
and so long as any Series 2014A Bond remains outstanding, the Government may apply such Cumulative
Available Revenues or Surplus Available Revenues, as the case may be, to redeem or purchase and retire
any other tax-exempt Bonds of the Government in accordance with the Seventeenth Supplemental
Indenture and the terms of the Arbitrage and Use of Proceeds Certificate.

Notwithstanding the three preceding paragraphs, the Government is not required to redeem or
purchase and retire any Series 2014A Bonds if, on or before the December 1 immediately following the
applicable October 1, the Government delivers or causes to be delivered to the Authority and the Trustee,
an opinion of Bond Counsel to the effect that purchase or redemption is not required under the Code in
order to maintain the exclusion from gross income for federal income tax purposes of interest on such
Series 2014A Bonds.

For more information on the redemption provisions described in the preceding four paragraphs,

see APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE SERIES 2014A LOAN
AGREEMENT.”
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Redemption Selection Procedures

Pursuant to the Indenture, the Series 2014A Bonds are required to be redeemed pro-rata following
the procedures of DTC as a pro-rata pass-through distribution of principal (as described below), or if DTC
procedures do not allow for pro-rata pass-through distribution of principal, the Series 2014A Bonds to be
redeemed are required to be selected on a pro-rata basis; provided that, so long as such Series 2014A
Bonds are registered in the book-entry-only system, the selection for redemption of such Series 2014A
Bonds will be made in accordance with the operational arrangements of DTC then in effect. In
connection with any repayment of principal of the Series 2014A Bonds, including payments of scheduled
mandatory sinking fund redemptions, the Bond Registrar will direct DTC to make a pass-through
distribution of principal to the holders of the Series 2014A Bonds.

For purposes of calculation of the “pro-rata pass-through distribution of principal,” “pro-rata”
means, for any amount of principal to be paid, the application of a fraction to such amounts where the
numerator is equal to the amount due to the respective registered owners on a payment date, and the
denominator is equal to the total original par amount of the Series 2014A Bonds of the maturity to be
redeemed.

If less than all of the Series 2014A Bonds of a given maturity are called for prior redemption, the
Trustee is required, pursuant to the Indenture, to select on a pro-rata basis among the holders of the
outstanding Series 2014A Bonds of such maturity by application of a fraction where the numerator is the
principal amount of the Series 2014A Bonds of such maturity held by the holder and the denominator is
the principal amount of all the Series 2014A Bonds of such maturity then outstanding; provided, however,
that if for a holder of Series 2014A Bonds of such maturity the pro-rata redemption will not result in a
minimum denomination of $100,000 or an integral multiple of $5,000 in excess thereof (the “Uneven
Amount”), then the amount to be redeemed allocable to such Uneven Amount will be as determined by
the Authority by direction to the Bond Registrar in any commercially reasonable manner, which may
include allocating such additional redemptions by rounding to the nearest denomination of $100,000 or an
integral multiple of $5,000 in excess thereof, or by lot, or both.

Whenever a Series 2014A Bond is redeemed prior to maturity or purchased and cancelled by the
Authority, the Trustee is required, pursuant to the Indenture, to cancel the principal amount of such Series
2014A Bond redeemed and shall credit pro-rata against the unsatisfied balance of future sinking fund
installments and final maturity amount established with respect to such Series 2014A Bond.
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SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
Series 2014A Bonds

The Series 2014A Bonds, together with all Outstanding Bonds and any Additional Bonds
hereafter issued under the Indenture, are payable and secured by a pledge of the Trust Estate, including,
without limitation, the Series 2014A Loan Note. The Series 2014A Bonds are special limited obligations
of the Authority. Principal, premium, if any, and interest on the Series 2014A Bonds are payable from the
proceeds of repayment of the Series 2014A Loan Note and other amounts pledged pursuant to the
Indenture as described herein.

“Trust Estate” means the Revenues (as defined herein) and the rights to receive the same, the
tangible and intangible properties, rights and other assets described in the Indenture as from time to time
supplemented, and, with respect to a specific Series of Bonds or specific Bonds within a Series, such
funds, rights, properties and assets pledged to secure such Series of Bonds or specific Bonds within a
Series pursuant to a Supplemental Indenture. Pursuant to the Seventeenth Supplemental Indenture, the
“Trust Estate” also includes, without limitation: (i) amounts on deposit in the Accounts and Subaccounts
established under the Seventeenth Supplemental Indenture in the Funds and Accounts held by, or on
behalf of, the Trustee pursuant to the terms of the Indenture; provided, however, that (A) there expressly
is excluded from the security interest and pledge of the Indenture any amount on deposit in the Series
2014A Cost of Issuance Subaccount or the Series 2014A Rebate Accounts, as applicable, and (B) any
amount on deposit in the Series 2014A Redemption Subaccounts for any Series 2014A Bond which shall
be held for the sole and exclusive benefit of holders of any such Series 2014A Bonds called for
redemption; (ii) the Series 2014A Loan Agreement and the Series 2014A Loan Note; and (iii) all other
property of any kind pledged or assigned or in which a security interest is granted at any time as and for
additional security hereunder for the Series 2014A Bonds by the Authority or by anyone on its behalf or
with its written consent in favor of the Trustee, which is hereby authorized to receive all such property at
any time and to hold and apply the same subject to the terms hereof.

“Revenues” means (i) the Gross Receipts Taxes (other than the Required Annual Moderate
Income Housing Fund Deposit), any Substitute Revenues (as defined herein), any other amounts required
to be paid by or on behalf of the Government to or for the benefit of the Authority under any Loan
Agreement and any other proceeds and collections from any Loan Notes, including investment proceeds,
deposited in the Pledged Revenue Account, including any investment earnings earned thereon, and (ii)
any proceeds which arise with respect to any disposition of the Trust Estate. Pursuant to the Indenture,
any net payment which the Authority receives with respect to a Qualified Swap Agreement shall be
deemed to be “Revenues” and shall be deposited into the Pledged Revenue Account.

The Government is obligated under the Series 2014A Loan Note to make payments to the
Authority in amounts sufficient to pay all principal, premium, if any, and interest on the respective Series
of the Series 2014A Bonds when due and to make the amount on deposit in the Debt Service Reserve
Account equal to the Debt Service Reserve Requirement pursuant to the terms of the Indenture and to pay
all other amounts payable by the Authority under the Series 2014A Bonds or the Indenture. The Series
2014A Bonds are being issued on a parity with and shall be entitled to the same benefit and security of the
Indenture as the Outstanding Bonds and any Additional Bonds that may hereafter be issued under the
Indenture. See “VIRGIN ISLANDS PUBLIC FINANCE AUTHORITY — Outstanding Indebtedness of
the Authority.”
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The Series 2014A Loan Note is secured by a pledge of the Gross Receipts Taxes subject to
the Required Annual Moderate Income Housing Fund Deposit. The Series 2014A Loan Note is also
secured by a general obligation pledge of the Government. The Series 2014A Bonds do not
constitute a general obligation of the Authority or the United States of America nor shall the Series
2014A Bonds be evidence of a debt of the United States of America nor shall the United State of
America be liable thereon. The Authority has no taxing power.

Series 2014A Loan Note

The Series 2014A Bonds will be secured by the Series 2014A Loan Note issued by the
Government pursuant to the Series 2014A Loan Agreement. The Government will be obligated under the
Series 2014A Loan Note (i) to make payments to the Authority in amounts sufficient to pay all principal
and interest on the Series 2014A Bonds when due, (ii) to make payments in amounts necessary to
replenish any deficiency in the Debt Service Reserve Account, (iii) to pay all other amounts required in
order to provide sufficient funds for the transfers from the Pledged Revenue Account to the other
accounts and subaccounts established or to be established under the Indenture at the times and in the
amounts set forth in the Indenture, (iv) to pay amounts sufficient to pay premium, if any, on the Series
2014A Bonds, and (v) to pay other amounts, if any, payable by the Authority under the Series 2014A
Bonds or pursuant to the terms of the Indenture.

The Series 2014A Loan Note is secured by a pledge of the Gross Receipts Taxes over the term of
the Series 2014A Loan Note, as well as a general obligation pledge of the Government secured by the full
faith and credit and taxing power of the Government. Pursuant to the Series 2014A Loan Agreement, the
Government consents to (i) the deposit of the Gross Receipts Taxes into the Special Escrow Account (as
defined below), as provided for in the Special Escrow Agreement and the Collecting Agent Agreement,
and (ii) the Authority’s pledge and assignment of the Series 2014A Loan Agreement and the Series
2014A Loan Note to the Trustee for the benefit of the holders of the Series 2014A Bonds. Pursuant to the
Series 2014A Loan Agreement, in order to provide for the timely payment of principal of, interest on, and
the redemption price, if applicable, of the Series 2014A Bonds, the Special Escrow Agent will make, or
cause the Collecting Agent to make on its behalf, transfers to the Trustee of Gross Receipts Taxes for
deposit into the Pledged Revenue Account, at the times and in the amounts specified in the Special
Escrow Agreement.
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Series 2014A Loan Agreement

Under the Series 2014A Loan Agreement, the Authority will lend to the Government the sum of
$49,640,000, and the Government’s obligation to repay such loan will be evidenced by the Series 2014A
Loan Note. The Government is obligated to repay the Series 2014A Loan Note in annual installments
corresponding with the principal maturity schedules for the Series 2014A Bonds.

The Series 2014A Loan Note, at the option of the Government, may be redeemed, in whole or in
part, prior to their maturity at the times, in the manner, and in the same maturities as an optional
redemption of the Series 2014A Bonds and at a redemption price equal to the principal amount of, plus
accrued interest thereon and any premium required to the redemption date to provide for the payment of
the respective Series 2014A Bonds pursuant to the terms of the Indenture.

In addition, in the event the Series 2014A Bonds are subject to mandatory redemption in whole or
in part or in the event the Series 2014A Bonds are tendered by the holders thereof for purchase and are
purchased by the Authority for retirement or cancellation then, upon payment of the redemption price or
purchase price of such Series 2014A Bonds, the Government will be deemed to have made a prepayment
on the Series 2014A Loan Note, in accordance with the Series 2014A Loan Agreement, in a principal
amount equal to the aggregate principal amount of the Series 2014A Bonds so redeemed or purchased.
See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE SERIES 2014A LOAN
AGREEMENT.”

Special Escrow Agreement

The Government has entered into an agreement with the Authority and The Bank of New York
Mellon Trust Company, N.A., Jacksonville, Florida, as the special escrow agent (the “Special Escrow
Agent”), dated as of November 1, 1999, as amended and supplemented (collectively, the “Special Escrow
Agreement”), providing for the deposit of Gross Receipts Tax collections by the Government in the
Special Escrow Account maintained by FirstBank Puerto Rico, as successor to Banco Popular de Puerto
Rico, as the collecting agent (the “Collecting Agent”), as agent of the Special Escrow Agent pursuant to a
Collecting Agent Agreement, dated as of November 1, 1999, as amended (the “Collecting Agent
Agreement”), among the Collecting Agent, the Special Escrow Agent and the Government. For more
information on the Special Escrow Agreement, the Collecting Agreement and the process for collecting
the Gross Receipts Taxes, see “GROSS RECEIPTS TAXES — Special Escrow Agreement and Collecting
Agent” below.

The Special Escrow Agreement provides for the daily deposit of all Gross Receipts Taxes
collected on the preceding Business Day by or on behalf of the Government, including all penalties and
interest thereon and, to the extent pledged by the Government in accordance with the Series 2014A Loan
Agreement, any Substitute Revenues, into the Special Escrow Account maintained by the Collecting
Agent.
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Covenants

So long as the Series 2014A Loan Note remains outstanding, the Government has covenanted in
the Series 2014A Loan Agreement, among other things, to take all actions necessary to defend, preserve
and protect the pledge of Gross Receipts Taxes, to the extent permitted by law, and take all steps
necessary to ensure the receipt of and the maximization of the Gross Receipts Taxes received. The
Government has further covenanted not to take any action or fail to take any actions that will limit,
restrict, or in any way impair the collection, transfer, deposit, or disbursement of the Gross Receipts
Taxes in accordance with the terms of the Series 2014A Loan Agreement, the Special Escrow Agreement,
and the Collecting Agent Agreement. Furthermore, the Government has covenanted not to take any
actions that would, directly or indirectly, result in (i) the repeal, rescission or termination of the
effectiveness of the Gross Receipts Tax Statute, (ii) a reduction in the rate or rates at which the Gross
Receipts Taxes are imposed or levied, or (iii) a restriction or reduction in the application of the Gross
Receipts Taxes, provided, however, that such covenants will not restrict the Government’s right to
provide exemptions to any eligible business that applies for new or renewal benefits pursuant to Title 29,
Chapters 12 and 13 of the Virgin Islands Code, pertaining to the industrial development program or any
similar incentive program determined by the Government to be in the best economic interest of the
Government, so long as the grant of any such exemptions do not cause the aggregate Gross Receipts
Taxes estimated to be collected thereafter in any fiscal year of the Government to be less than 150% of
the maximum Adjusted Debt Service Requirement on Outstanding Bonds and all outstanding parity
indebtedness, for the current and any subsequent Bond Year, such determination to be made only as of the
date of the grant of any such exemptions.

In the event that the Government discontinues the imposition of the Gross Receipts Taxes, the
Government will pledge substitute revenues to repayment of the Series 2014A Loan Note (the “Substitute
Revenues”). The Authority also has covenanted in the Series 2014A Loan Agreement and the Indenture
to use its best efforts to cause the Government to maintain and abide by its covenants contained in the
Act, the Series 2014A Loan Agreement and the Special Escrow Agreement (i) not to limit, restrict or in
any way impair the imposition, collection, transfer or disbursement of the Gross Receipts Taxes, subject
to any permitted tax exemptions, until the principal of, premium, if any, and interest on the Series 2014A
Bonds have been fully paid or discharged and (ii) to the extent required by the Series 2014A Loan
Agreement, to use its best efforts to pledge Substitute Revenues to repayment of the Series 2014A Loan
Note.

In the Indenture, the Authority has covenanted that it will not consent to and will not direct the
Trustee to consent to any amendment or modification of the covenants of the Government as set forth in
the Series 2014A Loan Agreement or the Special Escrow Agreement. The Authority also has covenanted
in the Indenture to at all times, and to the extent permitted by law, defend, preserve and protect the pledge
of the Trust Estate and all rights of the Bondholders under the Indenture against all claims and demands
of all third parties.
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Flow of Funds

The Indenture provides that all Revenues received by the Trustee for the benefit of the
Bondholders and any such other revenues as may be received by the Trustee and designated for deposit to
the Pledged Revenue Account shall be deposited, upon receipt by the Trustee, to the credit of the Pledged
Revenue Account, which is an account held by the Trustee. All amounts in the Pledged Revenue Account
shall be transferred daily on or before 5:00 p.m. on each Business Day during each calendar month to
Accounts and Subaccounts created pursuant to the Indenture, so long as any Bonds remain Outstanding,
in the following amounts and in the following order of priority:

(a)

(b)

to each Interest Subaccount and to any net payment sub-subaccount thereof with
respect to any Qualified Swap Agreement in accordance with the Indenture and
the applicable Supplemental Indenture, until the aggregate amount on deposit in
all existing Interest Subaccounts is equal to the sum of all Required Interest
Subaccount Balances (as defined in the Indenture). The Required Interest
Subaccount Balance in effect during each calendar month for each Interest
Subaccount shall be the greater of (i) the amount determined by multiplying (A)
the portion of the Adjusted Debt Service Requirement for the applicable Series of
Bonds which constitutes all of the interest accruing or to accrue on such Series of
Bonds during the Interest Payment Period ending on the next Interest Payment
Date by (B) a fraction, the numerator of which is equal to one (1) plus the
number of whole calendar months that have elapsed since the immediately
preceding Interest Payment Date (or, in the case of the period prior to the first
Interest Payment Date, one (1) plus the number of whole calendar months that
have elapsed since the date interest on such Series of Bonds commenced to
accrue) and the denominator of which is the number of whole calendar months in
such Interest Payment Period, or (ii) the amount specified in the applicable
Supplemental Indenture;

to each Principal Subaccount, beginning in the first calendar month specified in
the applicable Supplemental Indenture (the ‘Principal Amortization Start
Month”), until the aggregate amount on deposit in all existing Principal
Subaccounts is equal to the sum of all Required Principal Subaccount Balances
(as defined in the Indenture). The Required Principal Subaccount Balance in
effect during each calendar month for each Principal Subaccount shall be the
greater of (i) the amount determined by multiplying (A) the principal (including
Sinking Fund Installments) on the applicable Series of Bonds due on the next
succeeding Principal Payment Date by (B) a fraction, the numerator of which is
equal to one (1) plus the number of whole calendar months that have elapsed
since the immediately preceding Principal Payment Date (or, in the case of the
period prior to the first Principal Payment Date, one (1) plus the number of whole
calendar months that have elapsed since the first day of the Principal
Amortization Start Month), and the denominator of which is the number of whole
calendar months between the immediately preceding Principal Payment Date (or,
in the case of the period prior to the first Principal Payment Date, the first day of
the Principal Amortization Start Month), and the next succeeding Principal
Payment Date, or (ii) the amount specified in the applicable Supplemental
Indenture;

20



(©)

(d)

(e)

®

(2

(h)

to each Credit Subaccount, an amount sufficient to pay any principal or interest
then owing to a Credit Provider under the applicable Supplemental Indenture and
Credit Agreement by reason of any drawing of amounts under the related Credit
Facility for the payment of principal of or interest or premium on any Bonds,
provided that the amount transferred shall in no event be greater than the sum of
(i) amounts received under the related Credit Facility for payment of amounts to
or for the benefit of Owners of Bonds secured by such Credit Facility and (ii)
interest thereon at the rate specified in the Credit Agreement; provided, that the
amounts of the transfers shall be reduced to the extent of moneys previously
transferred or required to be transferred to said Accounts under other provisions
of the Indenture or a Supplemental Indenture;

to the Debt Service Reserve Account, the amount of any transfer required by the
Indenture to restore any deficiency in the Debt Service Reserve Account (or to
pay any amounts then owing to a Credit Provider pursuant to a Credit Agreement
relating to a Debt Service Reserve Account Credit Facility);

to each Redemption Subaccount, the amount of Revenues required to redeem
Bonds pursuant to the related Supplemental Indenture;

to each Expense Subaccount, any amounts then due and owing to the Trustee,
any Paying Agent, Remarketing Agent, Bond Registrar, Credit Provider, the
Special Escrow Agent, the Collecting Agent, or other Fiduciary which are Bond
Service Charges or Bond Related Costs for Bonds relating to the administration
(including remarketing) and the Authority’s Annual Administrative Fee, which
otherwise have not been provided for above;

to each Subaccount of the Rebate Account, the amount required to comply with

the Indenture as attributable to a specific Series of Bonds;

to any Swap Provider under any Qualified Swap Agreement, the amounts
required to meet the Swap Agreement Termination Payments (as defined in the
Special Escrow Agreement) as set forth in such Qualified Swap Agreement; and

except as may be provided in one or more Supplemental Indentures to the
contrary, to the Surplus Account for application pursuant to the Indenture.
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Debt Service Reserve Account

In connection with the issuance of the Series 2014A Bonds, the Trustee will make a deposit to the
Debt Service Reserve Account in an amount necessary to meet the Debt Service Reserve Requirement.
The Debt Service Reserve Requirement is an amount equal to the least of (i) the maximum principal and
interest due on all Outstanding Bonds in the current or any future fiscal year, (ii) 125% of the average
annual principal and interest due on the Outstanding Bonds in the current and each future fiscal year or
(ii1) 10% of the original aggregate principal amount (net of original issue discount) of the Bonds.

A valuation of the Debt Service Reserve Account will be made on March 1 and September 1 in
each year pursuant to the Indenture and at such other times as the Authority directs in writing and, in
addition, will be valued at the time of any withdrawal from the Debt Service Reserve Account pursuant to
the Indenture. In the event the amount on deposit in the Debt Service Reserve Account is less than the
Debt Service Reserve Requirement due to a payment made from such account to cure an insufficiency of
funds on any Interest Payment Date or Principal Payment Date, the Authority is obligated to restore the
deficiency caused thereby (i) by transfers of any moneys on deposit in the Surplus Account and (ii) to the
extent any deficiency remains following the transfer from the Surplus Account, then the Authority is
obligated to restore the deficiency by equal monthly transfers of Revenues to remedy such deficiency and
pay in full amounts owed under or in connection with a Debt Service Reserve Account Credit Facility,
any related Credit Agreement, and any Related Agreements over a period of twelve calendar months
following the month in which the determination of such deficiency was made.

In the event that there are not sufficient amounts on deposit in the Interest Subaccount on an
Interest Payment Date to pay amounts due or if there are not sufficient amounts on deposit in the Principal
Subaccount on a Principal Payment Date to pay amounts then due, after making the transfers required to
be made from the other Accounts and Subaccounts as provided in the Indenture, the Trustee will transfer
amounts on deposit in the Debt Service Reserve Account to the Interest Subaccount or Principal
Subaccount, as applicable, in an amount sufficient to make up any such deficiency. The Trustee must
notify the Authority of any such transfer.

22



Additional Bonds

As provided in the Indenture, all Bonds issued under a Supplemental Indenture shall collectively
have a first lien upon the Trust Estate, with the exception of the Required Annual Moderate Income
Housing Fund Deposit. So long as no Event of Default has occurred and is continuing, the Authority may
from time to time enter into a Supplemental Indenture providing for the issuance of Additional Bonds
pursuant to the Indenture. Additional Bonds may be issued if the conditions set forth in the Indenture are
met, including:

(a) receipt by the Trustee of a certificate of the Authority that no Event of Default
under the Indenture has occurred and will continue to exist immediately following the date of
issuance of the Bonds to be issued;

(b) receipt by the Trustee of a certificate of an Independent Verification Analyst
stating (i) (A) the actual amount of Gross Receipts Taxes collected by the Government during
each of the eighteen (18) calendar months immediately preceding the calendar month in which
such Bonds are issued (the “Test Period”); and (B) the actual amount of Gross Receipts Taxes
collected by the Government during any twelve (12) consecutive month period within the Test
Period in which aggregate collections of the Gross Receipts Taxes were the greatest in actual
amount, (ii) the maximum annual Adjusted Debt Service Requirement in the current or any
subsequent Bond Year on Outstanding Bonds after giving effect to the issuance of the proposed
Additional Bonds; and (iii) that the actual amount of Gross Receipts Taxes collected by the
Government during the twelve (12) consecutive calendar month period referred to in (i) (B) above
equals or exceeds 150% of the amount of maximum Adjusted Debt Service Requirement on
Outstanding Bonds in the current or any subsequent Bond Year after giving effect to the issuance
of the proposed Additional Bonds; and

(©) receipt by the Trustee of a certificate of the Director of OMB stating (i) the
projected amount of Gross Receipts Taxes to be collected during the period of twelve (12)
consecutive calendar months immediately following the calendar month in which such proposed
Additional Bonds are to be issued; and (ii) that the projected amount of Gross Receipts Taxes to
be collected by the Government during the twelve (12) consecutive calendar month period
referred to in clause (i) above equals or exceeds 150% of the amount of the maximum annual
Adjusted Debt Service Requirement on Outstanding Bonds in the current or any subsequent Bond
Year, after giving effect to the issuance of the proposed Additional Bonds.

Additional Bonds may be issued for any purpose for which Bonds or other obligations may be
issued at or after the date of the Indenture under the Act or as otherwise permitted under the laws of the
Virgin Islands. Any such Additional Bonds may bear interest at any rate lawful at the time of the
issuance thereof and may mature over any period of time not exceeding the maximum maturity permitted
by law and may provide for such other payment terms and conditions as the Authority determines in a
Supplemental Indenture.

Nothing in the Indenture prevents the Authority or the Government from issuing or creating other

bonds, notes or other evidences of indebtedness that are not secured by the Indenture so long as such
indebtedness is not secured by a prior pledge of Gross Receipts Taxes.
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SOURCES AND USES OF FUNDS

The sources and uses of the proceeds of the Series 2014A Bonds are set forth below:

SOURCES OF FUNDS

Par Amount $49,640,000.00

Original Issue Premium 4,792,857.10
Total Sources $54,432,857.10

USES OF FUNDS

Deposit to the Government’s General Fund $50,000,000.00

Deposit to the Debt Service Reserve Account 2,766,713.97

Costs of Issuance!” 1,666,143.13
Total Uses $54.432.857.10

1. The Costs of Issuance of the Series 2014A Bonds include legal fees, Trustee fees, financial advisor fees, fees for
Jefferies and Bostonia, and other costs incurred in connection with the issuance of the Series 2014A Bonds, as well as
other rounding amounts.
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GROSS RECEIPTS TAXES
General

As described in “GENERAL DESCRIPTION OF THE BONDS — Gross Receipts Taxes,” the
Gross Receipts Tax is broad and extends to most sellers of services and goods in the Virgin Islands. The
Gross Receipts Tax Rate is currently 5.0%. Certain businesses are exempt from the Gross Receipts Tax
Statute. See “— Exemptions from Gross Receipts Tax.”

There is also a 5.0% tax on the Gross Receipts of all performances or entertainment (excluding
dances) where admission is charged or where admission is available to contributors, or where or for
which contributions are solicited. This 5.0% tax does not apply to events held or sponsored by officially
recognized religious, charitable, benevolent-civic, educational or other organization when not engaged in
the conduct of business for profit.

Exemptions from the Gross Receipts Tax

Every person, partnership, firm, corporation or association whose Gross Receipts are less than
$225,000 per annum is exempted from the payment of Gross Receipts Tax on the first $9,000 of Gross
Receipts per month.

Certain businesses and products are exempt from the application of the Gross Receipts Tax.
Exempt businesses and products include producers of agricultural products within the Virgin Islands,
commissions paid for the sale of Virgin Islands’ lottery tickets, banks, international insurance companies,
franchised bus operators, costume jewelry manufacturers, some reverse osmosis water production plants,
providers of affordable housing pursuant to an approved Affordable Housing Development Agreement
entered into with the Government under the United States Virgin Islands Affordable Housing Program,
certain federally funded projects, the Army and Air Force Exchange Service, and gasoline and fuel
products sold to WAPA. Additionally, some qualifying businesses are granted exemptions from certain
tax liabilities, including Gross Receipts Taxes, pursuant to the EDC Program (as defined herein). See
APPENDIX D — “INFORMATION REGARDING THE UNITED STATES VIRGIN ISLANDS — Tax
Incentives Programs — Economic Development Commission” and “CERTAIN BONDHOLDER RISKS —
Gross Receipts Taxes.”

There is a general exemption from the Gross Receipts Tax for agencies of the Government or the
United States federal government, religious, charitable, benevolent or educational organizations when not
engaged in the conduct of business pursuits for profit, and transactions involving a charitable or
benevolent purpose.

Collection of Gross Receipts Taxes

Individuals and entities subject to the Gross Receipts Tax must file a monthly (or annual, under
certain circumstances) report with the Director of the Virgin Islands Bureau of Internal Revenue (the
“BIR”) declaring the dollar value of the Gross Receipts during the calendar month or year (as applicable).
Such reports must be accompanied by payment of taxes due on the declared Gross Receipts to preclude
accrual of penalties and interest. Monthly or annual reports and payments are due within thirty (30)
calendar days following the last day of the calendar month or year concerned. Businesses with annual
Gross Receipts of $120,000 or less do not file monthly, but are required to file an annual report with the
Director of the BIR declaring the Gross Receipts for each calendar month and the total amount of Gross
Receipts Taxes for the year.
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Upon the receipt by the BIR of Gross Receipts Tax returns, the Director of the BIR causes such
returns to be examined and the applicable tax computed. The Director of the BIR notifies taxpayers of
any deficiencies that are due and, after such notice, the amount of the deficiency plus penalties on such
deficiencies. Such penalties may become a lien in favor of the Government upon all property or rights to
property, whether real or personal, belonging to the taxpayer and may be collected by seizure or sale of
such property. A taxpayer failing to report or pay the total amount of tax due within the statutory time
periods will be subject to a penalty of 5% per month or any fraction thereof not to exceed 25% in the
aggregate. The BIR may waive any penalties upon the taxpayer’s satisfactory proof that the taxpayer’s
failure to file a report or pay any taxes or penalties owed was due to reasonable cause and not due to
willful neglect. The BIR may proceed against a delinquent Gross Receipts taxpayer in any way that any
other delinquent taxpayer may be proceeded against, including the levy and attachment and sale of
property, whether real or personal.

The proceeds of the Gross Receipts Taxes are paid to the BIR for deposit into the General Fund
of the Government; except for the Required Annual Moderate Income Housing Fund Deposit, as more
fully described below in “— Special Escrow Agreement and Collecting Agent Agreement.”

Special Escrow Agreement and Collecting Agent Agreement

The Government has entered into the Special Escrow Agreement with the Special Escrow Agent
to provide for the deposit of Gross Receipts Tax collections by the Government in the Special Escrow
Account, as maintained by the Collecting Agent, as agent of the Special Escrow Agent. The Special
Escrow Agreement provides for the daily deposit of all Gross Receipts Taxes collected on the preceding
Business Day by or on behalf of the Government, including all additions to tax, penalties and interest
thereon and, to the extent pledged by the Government in accordance with the Series 2014A Loan
Agreement, the Substitute Revenues, into the Special Escrow Account maintained by the Collecting
Agent, who will act on behalf of the Special Escrow Agent pursuant to a Collecting Agent Agreement.

All Gross Receipts Taxes deposited in the Special Escrow Account maintained by the Collecting
Agent are free and clear of all prior or parity lien pledges and security interests, with the exception of the
Required Annual Moderate Income Housing Fund Deposit. The Required Annual Moderate Income
Housing Fund Deposit is paid from the first $250,000 of Gross Receipts Taxes collected during each
fiscal year and deposited into the Moderate Income Housing Fund pursuant to Title 33, Section
3027(a)(3) of the Virgin Islands Code. After satisfaction of the Required Annual Moderate Income
Housing Fund Deposit, all further amounts are deposited in the Special Escrow Account and are
transferred daily to the Trustee for deposit in the Pledged Revenue Account as required by the Indenture.
Excess Gross Receipts Taxes for each calendar month will be transferred to the Government for deposit
into the General Fund to be used for any lawful purpose.

Pursuant to the Series 2014A Loan Agreement, the principal of, interest on, Redemption Price, if
any, and all other amounts payable under the Series 2014A Loan Note shall be payable in immediately
available funds at the designated corporate trust office of the Trustee on behalf of the Authority, or such
other place as designated in writing to the Government. Not later than the second Business Day prior to
October 1 of each year, the Special Escrow Agent, at the direction of the Government, shall advance to
the Trustee amounts sufficient to pay, or provide for the payment of, the principal of, and interest on, or
the Redemption Price of the Series 2014A Loan Note, payable on October 1 and April 1 of the next fiscal
year.

The failure of the Government to deposit Gross Receipts Taxes in the Special Escrow Account
would constitute an Event of Default under the Series 2014A Loan Agreement.
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Amnesty Programs

Since 2003, the Government has implemented four tax amnesty programs under which it agreed
to waive all interest and penalties on any outstanding taxes of any taxpayer who voluntarily filed and paid
any outstanding Gross Receipts Taxes owed to the Government. The table below shows (i) the total
amount of interest and penalties waived, (ii) the total amount of outstanding taxes paid and (iii) the date
of each tax amnesty period.

Table 4. GRT Amnesty Programs

Total Interest Amount of Outstanding
and Penalties Waived Taxes Paid Tax Amnesty Periods
$12,920,558.21 $4,592,625.12 6/2/2003 to 9/2/2003"
$8,889,376.05 $13,673,034.35 6/19/2006 to 5/21/2007
$4,780,088.34 $4,455,671.11 8/4/2008 to 2/6/2009
$4,315,492.30 $5,834,999.66 12/1/2009 to 9/30/2010;
extended from 10/26/2010 to
1/25/2011

Source: Virgin Islands Bureau of Internal Revenue.

1. This tax amnesty period applied to interest and penalties on any outstanding Gross Receipts Taxes or property taxes.
Tax Collection Initiatives

The BIR has instituted a number of tax collection initiatives in recent years, beginning in fiscal
year 2012, the goal of which is to more efficiently collect all taxes, including Gross Receipts Taxes, due
to the Government. Such initiatives include (i) training and instruction of the audit examination staff,
increasing audit coverage and expanding the classification of returns for examinations, (ii) enhancing a
safe and secure infrastructure in which the United States Internal Revenue Service (the “IRS”) can share
and exchange information with the BIR to uncover non-filers and under-reporters, (iii) developing a
matching program with the IRS that will assist in matching reportable income from Forms W-2, 1098 and
1099 filed in the United States with tax returns filed in the Virgin Islands and (iv) modernizing the BIR’s
current processing system and other technology.

On July 5, 2011, the Legislature passed V.I. Act 7261 that permitted the one-time publication of a
list of businesses and individuals that had failed to satisfy their local tax obligations. This publication
occurred in fiscal year 2011 and resulted in the collection of $5 million of delinquent Gross Receipts
Taxes and $250,000 in delinquent hotel occupancy taxes.

The BIR and the Virgin Islands Department of Justice have formed a joint task force to
collaborate on closing the gap on tax delinquencies. The task force is focused on tax balances owed for
tax year 2008 and earlier. Since June 2012, the BIR has entered into 48 settlement agreements and
collected a total of $225,000. The BIR expects that figure to increase with the receipt of additional
training and implementation of more advanced tax collections efforts.
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Historical Gross Receipts Taxes and Debt Service Coverage

The current number of taxpayers to which the Gross Receipts Tax Statute is applicable is
approximately 9,300. In fiscal year 2013, the top five taxpayers generated approximately 13.0% of Gross
Receipts Taxes collected and the top ten taxpayers generated approximately 19.4% of Gross Receipts
Taxes collected.

The table below shows the audited total amount of Gross Receipts Taxes collected by the
Government and Gross Receipts Taxes as a percentage of revenues in the Government’s General Fund for
fiscal years 2004 through 2013.

Table 5. Historical Gross Receipts Taxes Collections
Fiscal Years 2004 - 2013

($000s)
Gross Receipts Taxes as Percentage
Fiscal Year Gross Receipts Taxes of General Fund Revenues
2004 $112,637 23.6%
2005 $129,269 23.8%
2006 $142.412 21.4%
2007 $151,192 22.5%
2008 $143,918 21.5%
2009 $124,343 30.4%
2010 $133,319 22.1%
2011 $148,366 20.5%
2012 $156,446 22.2%
2013 $155,983 22.7%

Sources: United States Virgin Islands Department of Finance — Treasury Division and the audited financial
statements of the Government.

The Government retains the services of an Independent Accountant to apply agreed upon
procedures to review the reporting of the collection of Gross Receipts Taxes on a quarterly basis. The
Independent Accountant performs the agreed upon procedures to assist the Government in its evaluation
of the accuracy and completeness of the collection of Gross Receipts Taxes. These quarterly agreed upon
procedures engagements are conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. However, the Independent Accountant makes no
representation regarding the sufficiency of the agreed upon procedures for the purpose for which they are
applied or for any other purpose. The Independent Accountant issues its “Report of Independent
Accountant on Applying Agreed-Upon Procedures” on a quarterly basis (the “AUP Reports”). The AUP
Reports compare and reconcile the collection of Gross Receipts Taxes in the quarter from reports
prepared on a cash basis by both the Government and the Collecting Agent.
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The information in the table below is derived from a comparative analysis of the amount of Gross
Receipts Taxes reported in the Unaudited Statement of General Fund Revenues on a cash basis and the
comparable data as reported in the audited financial statements of the Government in accordance with
GAAP. The table below shows (i) the aggregate amount of Gross Receipts Taxes as reported in the AUP
Reports from fiscal year 2004 through 2013, (ii) the audited amount of Gross Receipts Taxes for such

fiscal years and (iii) the percentage of the difference between items (i) and (ii).

Table 6. Gross Receipts Taxes - AUP Reports and Financial Statements

Gross Receipts Taxes per

Fiscal Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

AUP Reports
$113,279"
$125,105
$143,838
$146,985
$147,468
$126,149
$134,775
$145,409
$150,522
$153,154

Gross Receipts Taxes per
Financial Statements

Fiscal Years 2004 - 2013
($000s)

$112,637
$129,269
$142,412
$151,192
$143,918
$124,343
$133,319
$148,366
$156,446
$155,983

% Change
(AUP Reports to
Financial Statements)
(0.6)

33
(1.0)

2.9
2.4)

(1.4)

(1.1)

2.0
39
1.9

Sources: United States Virgin Islands Department of Finance — Treasury Division, the AUP Reports, and the audited financial statements of

the Government.

1. The fiscal year 2004 third quarter AUP Report was not analyzed; unaudited Gross Receipts Taxes collections sourced on EMMA from a
report prepared from the AUP Report.
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The table below shows the audited total amount of Gross Receipts Taxes collected by the
Government as compared to the annual debt service on all Outstanding Bonds secured by Gross Receipts
Taxes for fiscal years 2004 through 2013.

Table 7. Gross Receipts Taxes Debt Service and Debt Service Coverage
Fiscal Years 2004 - 2013

($000s)
Debt Service Debt Service
Fiscal Year Gross Receipts Taxes” on Outstanding Bonds Coverage
2004 $112,387 $32,847 3.42x
2005 $129,019 $38,532 3.35x
2006 $142,162 $38,531 3.69x
2007 $150,942 $39,484 3.82x
2008 $143,668 $39,168 3.67x
2009 $124,093 $40,102 3.09x
2010 $133,069 $40,073 3.32x
2011 $148,116 $40,048 3.70x
2012 $156,196 $41,017 3.81x
2013 $155,733 $42.858 3.63x

Sources:  United States Virgin Islands Department of Finance — Treasury Division and the audited financial statements
of the Government.

1. These figures reflect the amount of Gross Receipts Taxes collected after payment of the Required Annual Moderate
Income Housing Fund Deposit of $250,000.
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DEBT SERVICE REQUIREMENTS

The table below sets forth the debt service on all Outstanding Bonds, including the Series 2014A
Bonds.

Debt Service on the Series 2014A Bonds

Fiscal Year

(September Outstanding Total
30) Debt Service Principal Interest Total Debt Service
2015 $53,068,231 - $1,420,256 $1,420,256 $54,488,487
2016 53,653,000 $1,480,000 2,445,000 3,925,000 57,578,000
2017 53,656,131 1,560,000 2,369,000 3,929,000 57,585,131
2018 53,647,944 1,635,000 2,289,125 3,924,125 57,572,069
2019 53,360,563 1,720,000 2,205,250 3,925,250 57,285,813
2020 53,368,900 1,810,000 2,117,000 3,927,000 57,295,900
2021 53,363,431 1,900,000 2,024,250 3,924,250 57,287,681
2022 53,360,256 2,000,000 1,926,750 3,926,750 57,287,006
2023 53,365,638 2,100,000 1,824,250 3,924,250 57,289,888
2024 56,689,906 2,210,000 1,716,500 3,926,500 60,616,406
2025 56,695,831 2,325,000 1,603,125 3,928,125 60,623,956
2026 56,692,175 2,440,000 1,484,000 3,924,000 60,616,175
2027 56,689,544 2,565,000 1,358,875 3,923,875 60,613,419
2028 56,688,038 2,700,000 1,227,250 3,927,250 60,615,288
2029 56,691,438 2,840,000 1,088,750 3,928,750 60,620,188
2030 56,688,594 2,985,000 943,125 3,928,125 60,616,719
2031 56,686,000 3,135,000 790,125 3,925,125 60,611,125
2032 56,986,500 3,295,000 629,375 3,924,375 60,910,875
2033 56,978,375 3,465,000 460,375 3,925,375 60,903,750
2034 39,291,000 3,645,000 282,625 3,927,625 43,218,625
2035 1,675,125 3,830,000 95,750 3,925,750 5,600,875
2036 1,674,000 - - - 1,674,000
2037 1,675,000 - - - 1,675,000
2038 1,677,875 - - - 1,677,875
2039 1,677,500 - - - 1,677,500
2040 1,678,750 - - - 1,678,750
2041 1,676,500 - - - 1,676,500
2042 1,675,625 - - - 1,675,625
2043 1,675,875 - - - 1,675,875
Total $1,102,707,744 $49,640,000 $30,300,756 $79,940,756 $1,182,648,499
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CERTAIN BONDHOLDER RISKS

The purchase and ownership of the Series 2014A Bonds involves certain investment risks
and the Authority’s ability to pay principal of and interest on the Series 2014A Bonds depends
upon numerous factors. In many circumstances, these investment risks are not subject to the
control of the Authority. Described below are certain investment risks that could affect the ability
of the Authority to pay debt service on the Series 2014A Bonds. Prospective purchasers of the
Series 2014A Bonds are urged to read this Limited Offering Memorandum in its entirety. This
section entitled “CERTAIN BONDHOLDER RISKS” does not purport to provide investors with a
comprehensive enumeration of all possible investment risks. The investment risks set forth below,
among others, may affect the security for the Series 2014A Bonds. In addition to possible adverse
effects on the security for the Series 2014A Bonds, purchasers should be aware that these
investment risks, among others, may adversely affect the market price of the Series 2014A Bonds in
the secondary market. See also “SECURITY AND SOURCE OF PAYMENT FOR THE BONDS”
and “CONTINUING DISCLOSURE.”

Transfer and Resale Restrictions

The Series 2014A Bonds are being offered through a limited offering (i) in reliance on the limited
offering exemption of Section (d)(1) of Rule 15¢2-12, (ii) without registration under, and in reliance upon
an exemption from, the registration requirements of the Securities Act and (iii) only to institutional
investors under applicable state “blue sky” securities laws that are Qualified Buyers (as defined herein).
Any transfer or resale of the Series 2014A Bonds, until such time as the transfer and resale restrictions are
eliminated, must be restricted to such Qualified Buyers.

The transfer and resale restrictions may exist for an indefinite amount of time and will cease only
at such time that the conditions described herein under “PLAN OF DISTRIBUTION — Elimination of
Transfer and Resale Restrictions” are satisfied.

No Public Market

Currently, there is no public market for the Series 2014A Bonds and no assurances can be made
that any public market for the Series 2014A Bonds will exist in the future. A prospective purchaser may
be required to bear the economic risk of the investment in the Series 2014A Bonds indefinitely and may
realize a complete loss of its investment in the Series 2014A Bonds.

Gross Receipts Taxes

Rate Reduction. Section 16 of 2012 V.I Act 7346, which amended Section 3 of 2011 V.I. Act
7248, increased the Gross Receipts Tax Rate from 4.5% to 5% from March 1, 2012, until such time as the
annual corporate income taxes collected reach $185 million. In the event corporate income taxes
collected reach $185 million, the Gross Receipts Tax Rate would revert back to 4.5%. As set forth in
“GENERAL DESCRIPTION OF THE BONDS — Gross Receipts Taxes,” in fiscal years 2009-2013,
audited corporate income tax collections have totaled $50.7 million, $61.0 million, $53.5 million, $45.8
million, and $62.5 million, respectively.

Exemptions. The Government offers various tax incentives that promote industrial and economic
development in the Virgin Islands. For example, the EDC provides qualifying businesses various benefits
including a Gross Receipts Tax exemption of up to a 100%. Additionally, the EDC Program allows some
qualifying investors to receive limited extensions or renewals of tax benefits. Investors receiving tax
benefits under this program include hotels and other tourism-related businesses, goods-producing
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enterprises and businesses serving customers outside the Virgin Islands. A significant increase in the
granting of benefits under the EDC Program could have a material adverse effect on Gross Receipts
Taxes available for debt service payments on the Series 2014A Bonds. See APPENDIX D -
“INFORMATION REGARDING THE UNITED STATES VIRGIN ISLANDS - Tax Incentives
Programs — Economic Development Commission.”

The Government has covenanted not to take any actions that would, directly or indirectly, result
in (i) the repeal, rescission or termination of the effectiveness of the Gross Receipts Tax Statute, (ii) a
reduction in the rate or rates at which the Gross Receipts Taxes are imposed or levied, or (iii) a restriction
or reduction in the application of the Gross Receipts Taxes, provided, however, that such covenants will
not restrict the Government’s right to provide exemptions to any eligible business that applies for new or
renewal benefits pursuant to Title 29, Chapters 12 and 13 of the Virgin Islands Code, pertaining to the
industrial development program or any similar incentive program determined by the Government to be in
the best economic interest of the Government, so long as the grant of any such exemptions does not cause
the aggregate Gross Receipts Taxes estimated to be collected thereafter in any fiscal year of the
Government, to be less than 150% of the maximum Adjusted Debt Service Requirement on Outstanding
Bonds and all outstanding parity indebtedness, for the current and any subsequent Bond Year, such
determination to be made only as of the date of the grant of any such exemptions.

Financial Condition of the Virgin Islands

General. There are a number of fiscal and economic challenges facing the Virgin Islands that,
either individually or in the aggregate, could adversely affect the Authority’s or the Government’s ability
to pay debt service on the Series 2014A Bonds or the Series 2014A Loan Note, as applicable, when due.
Under certain circumstances, some of the investment risks identified in this Limited Offering
Memorandum, either individually or in combination with other investment risks described herein or other
investment risks not described herein, may result in the Authority or the Government being unable to
honor their respective obligations to pay principal of and interest on the Series 2014A Bonds or Series
2014A Loan Note, as applicable, in full or in a timely manner.

Credit Ratings. The financial condition of the Government could precipitate negative actions by
the rating agencies, such as downgrades to credit ratings on the Series 2014A Bonds or any other
indebtedness of the Government. Downgrades to credit ratings could raise the cost of borrowing for the
Government. Such a result could affect the Authority’s and Government’s ability to borrow in the future
and may, in turn, have an adverse effect on the Government’s financial condition. It is possible that there
may not be sufficient demand for the Authority and Government to issue any future bonds or notes and
that the cost of any such borrowing could be substantially higher than it would be if the Authority and
Government could issue more highly-rated securities. Also, a downgrade in the Authority’s and
Government’s credit ratings could have a negative impact on its relationship with its creditors and other
business counterparties. For a discussion of the ratings on the Series 2014A Bonds, see “RATINGS”
herein.

Budgetary Issues. In recent fiscal years, the Government has experienced substantial fluctuations
in revenues and expenditures and recurring deficits. The Government has experienced revenue shortfalls
in fiscal years 2012, 2013, and 2014 and anticipates a revenue shortfall for fiscal year 2015. A portion of
the Series 2014A Bonds will cover the shortfall for fiscal year 2014. No assurances can be given as to
whether the Government will be able to eliminate revenue shortfalls in future fiscal years and what impact
continued revenue shortfalls may have on the ability of the Authority or the Government to pay debt
service on the Series 2014A Bonds and Series 2014A Loan Note, as applicable.
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Pension System. The Employees’ Retirement System of the Government of the Virgin Islands
(“GERS”) is the administrator of a cost-sharing, multiple-employer, defined-benefit pension plan
established as of October 1, 1959, by the Government to provide retirement, death, and disability benefits
to its employees. The most recent actuarial valuation report for GERS, dated as of August 5, 2014, was
prepared by Segal Consulting (the “2013 Actuarial Valuation Report”). The 2013 Actuarial Valuation
Report is a review of GERS as of October 1, 2013. For fiscal year 2013, the actuarially determined
annual required contribution for the Government was $172,439,842, while only $64,431,322 was
contributed (based on the statutory contribution level of 17.5%). This represents a contribution ratio of
37.36%. As of September 30, 2013, GERS had an unfunded actuarial accrued liability of $1,843,251,472
and a funded ratio of 40.16%.

The 2013 Actuarial Valuation Report states that, based on all assumptions being exactly met,
including the 7.5% investment return assumption, a level active population, and a total payroll of $370.1
million assumed to increase by 2.5% per year, GERS is projected to be insolvent by the year ending
September 30, 2025. No assurances can be given as to whether the Government will be able to
adequately fund GERS in future fiscal years or what impact an insolvency for GERS may have on the
ability of the Authority or the Government to pay debt service on the Series 2014A Bonds and Series
2014A Loan Note, as applicable. For more information on the GERS, see APPENDIX D -
“INFORMATION REGARDING THE UNITED STATES VIRGIN ISLANDS - Government
Employees Retirement System.”

Level of Indebtedness. The high level of indebtedness and the resulting required allocation of
revenues to debt service have contributed to the Government’s budget deficits during the past several
years, some of which deficits the Government has been required to finance, further increasing the amount
of such debt. Such high level of indebtedness, among other factors, may adversely affect the Authority’s
or Government’s credit ratings, as applicable, and the ability to obtain financing at favorable rates. The
ability to finance future budget deficits may be limited and the Government may be required to reduce the
amount of resources that fund other important governmental programs and services in order to balance its
budget. While the Government may seek to reduce or eliminate the practice of financing deficits, there
can be no assurance that budgetary balance will be achieved and, if achieved, that such budgetary balance
will be based on recurring revenues or expense reductions or that the revenue or expense measures
undertaken to balance the budget will be sustainable on an indefinite basis. Moreover, the effort to
achieve budgetary balance may adversely affect the performance of the economy in the Virgin Islands
which, in turn, may adversely affect the revenues of the Government.

See APPENDIX D — “INFORMATION REGARDING THE UNITED STATES VIRGIN
ISLANDS” for more information on the financial condition of the Virgin Islands.

Federal Oversight of Certain Government Programs

The Government is subject to various consent decrees with the United States Government
requiring expenditures for (i) certain environmental remediation at landfills and other sites, (ii) mental
health services, (iii) improvements to prisons, and (iv) implementation of new policies and procedures for
training police, investigating complaints against police officers and continued oversight of the Virgin
Islands Police Department, each of which may impact the financial condition of the Government. See
APPENDIX D — “INFORMATION REGARDING THE UNITED STATES VIRGIN ISLANDS —
Federal Oversight of Certain Government Programs.”
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Natural Disasters

Since September 1989, the Virgin Islands has been affected by two major hurricanes that caused
significant damage on all three islands, and three less severe storms. Although historically significant
hurricanes had occurred in average intervals of 12 to 15 years, between 1916 and 1989 there had been no
major hurricanes. The Virgin Islands also experiences fairly frequent earthquake tremors. However,
there has not been a major earthquake since the early 1900s. Damage from an earthquake can include the
collapse of buildings and other structures that are not designed to seismic standards.

If a hurricane were to strike or an earthquake to occur causing significant damage to the Virgin
Islands, the ability of the Authority or the Government to pay debt service on the Series 2014A Bonds and
Series 2014 A Loan Note, as applicable, could be impaired.

Federal Bankruptcy Code Currently Inapplicable

General. The Bankruptcy Reform Act of 1978, Title 11, United States Code, as amended (the
“Federal Bankruptcy Code”), provides a codified regime for the reorganization, liquidation or debt
adjustment of various types of insolvent debtors. Generally, only a “person” or a “municipality” may be
debtor in a case under the Federal Bankruptcy Code.

The term “person” includes individuals, partnerships and corporations, but does not include any
“governmental unit.” For purposes of the Federal Bankruptcy Code, a governmental unit that cannot file
for protection under the Federal Bankruptcy Code, would be (i) a Territory, such as the Virgin Islands, or
(i1) an instrumentality of a Territory, such as the Authority. The term “municipality” is defined to mean a
political subdivision or public agency or instrumentality of a State.

The Government and the Authority are both “governmental units” and neither of them is a
“person” or a “municipality” for purposes of the Federal Bankruptcy Code. Therefore, neither the
Government nor the Authority is currently eligible to seek relief thereunder. Since neither the
Government nor the Authority is subject to the Federal Bankruptcy Code, under the terms of such law as
of the date of this Limited Offering Memorandum, there can be no assurance as to how the pledge of
Gross Receipts Taxes would be treated by a court of law in the event of the insolvency of the Government
or the Authority.

Recent Puerto Rico Legislation. The Commonwealth of Puerto Rico (“Puerto Rico”), also an
unincorporated territory of the United States, recently enacted the Puerto Rico Public Corporation Debt
Enforcement and Recovery Act (the “Recovery Act”), which became law in June 2014. Under the
Recovery Act, Puerto Rico has sought to establish a debt enforcement, recovery, and restructuring regime
for its public corporations and other instrumentalities. The Recovery Act provides that eligible public
corporations can utilize such act to adjust their debts (i) through negotiating a settlement between the
public corporation and its creditors or (ii) if no such settlement can be reached, through proceedings in a
court located in Puerto Rico. Many governmental entities, including Puerto Rico itself, its 78
municipalities, and the Government Development Bank for Puerto Rico, among others, are ineligible to
use the Recovery Act to restructure their debts.

While the Recovery Act is applicable only in Puerto Rico, there can be no assurances given that
the Legislature will not enact similar or even broader legislation in the future that could entitle the
Government or the Authority to seek the protection of a statute providing for restructuring, moratorium
and similar laws affecting creditors’ rights. Any such legislation could affect the rights and remedies of
the holders of general obligation bonds and notes of the Government or the Authority, including the
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Series 2014A Bonds and the Series 2014A Loan Note, and the enforceability of the Government’s or the
Authority’s obligation to make payments on such general obligation bonds and notes, as applicable.

Proposed Federal Legislation. Separate from the Recovery Act, Resident Commissioner Pedro
Pierluisi, a nonvoting member of the House of Representatives who represents Puerto Rico, recently
introduced the Puerto Rico Chapter 9 Uniformity Act of 2014, which would empower the government of
Puerto Rico to authorize certain government-owned corporations to restructure their debt obligations
under Chapter 9 of the Federal Bankruptcy Code (the “Puerto Rico Chapter 9 Act”). The Federal
Bankruptcy Code already grants the governments of each State the power to authorize their municipalities
to seek bankruptcy protection. The Puerto Rico Chapter 9 Act has been referred to the Judiciary
Committee of the House of Representatives for further consideration.

No assurances can be given whether the Puerto Rico Chapter 9 Act will be enacted by Congress.
If enacted, the impact of such legislation is also unknown. Similarly, no assurances can be given whether
Congress will consider any similar legislation that may affect other territories of the United States, such
as the Virgin Islands. Any such legislation could enable the Government to authorize its political
subdivisions, agencies, or instrumentalities, such as the Authority, to seek the protection of the Federal
Bankruptcy Code, which could affect the rights and remedies of the holders of the Series 2014A Bonds.

LITIGATION

There is no litigation pending or, to the knowledge of the Authority or the Government,
threatened (i) seeking to restrain or enjoin the issuance of the Series 2014A Bonds or the collection of the
Gross Receipts Taxes pledged under the Indenture, (ii) in any way contesting or affecting the authority for
the issuance of the Series 2014A Bonds or the validity or the binding effect of the Series 2014A Bonds,
the resolutions of the Authority authorizing and implementing the Series 2014A Bonds or the Indenture,
the Series 2014A Loan Agreement or the Series 2014A Loan Note or (iii) in any way contesting the
creation, existence, powers or jurisdiction of the Authority or the validity or the binding effect of the
Series 2014A Loan Agreement or the Series 2014A Loan Note or the application of the proceeds of the
Series 2014A Bonds for the purposes planned.
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INTERNAL REVENUE SERVICE AUDIT

On March 1, 2012, the Internal Revenue Service (“IRS”) notified the Authority that it was
conducting a random audit in connection with the Authority’s $219,490,000 Virgin Islands Public
Finance Authority Revenue Bonds (Gross Receipts Taxes Loan Note), Series 2006, issued on September
28, 2006 (the “Series 2006 Bonds”). A portion of the Series 2006 Bonds partially refunded the
Authority’s $299,880,000 Virgin Islands Public Finance Authority Revenue Bonds (Gross Receipts Taxes
Loan Note), Series 1999A issued on November 16, 1999 (the “Series 1999A Bonds™). The Series 1999A
Bonds were issued as long-term working capital bonds to address the cash flow needs of the Government.

Following the audit of the Series 2006 Bonds, the IRS concluded that a portion of such bonds
($80 million) that refunded the Series 1999A Bonds should not have been issued, on the basis that the
Government had “available amounts” that could have been used to defease certain of the Series 1999A
Bonds that were refunded and that the issuance of the Series 2006 Bonds allowed such amounts to be
invested at yields that exceeded the yield on such Series 2006 Bonds. As a result of the IRS’s conclusion,
the Authority, Government and IRS entered into a settlement agreement on August 27, 2013, pursuant to
which the Authority agreed to pay $13,635,104 to the IRS to resolve this matter and retain the tax
exemption of the Series 2006 Bonds. The Authority and Government believe that the concerns raised by
the IRS in connection with the audit of the Series 2006 Bonds are not present in any other bond issues.

Hawkins Delafield & Wood LLP, Bond Counsel to the Authority in connection with the Series
2014A Bonds, did not serve as bond counsel for the Series 2006 Bonds or the Series 1999A Bonds.
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TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, under existing
statutes and court decisions and assuming continuing compliance with certain tax covenants described
herein, (i) interest on the Series 2014A Bonds is excluded from gross income for federal income tax
purposes pursuant to Section 103 of the Code, and (ii) interest on the Series 2014A Bonds is not treated as
a preference item in calculating the alternative minimum tax imposed on individuals and corporations
under the Code; such interest, however, is included in the adjusted current earnings of certain
corporations for purposes of calculating the alternative minimum tax imposed on such corporations. In
rendering its opinion, Bond Counsel has relied on certain representations, certifications of fact, and
statements of reasonable expectations made by the Authority in connection with the Series 2014A Bonds,
and Bond Counsel has assumed compliance by the Authority with certain ongoing covenants to comply
with applicable requirements of the Code to assure the exclusion of interest on the Series 2014A Bonds
from gross income under Section 103 of the Code.

In addition, in the opinion of Bond Counsel to the Authority, under existing statutes, interest on
the Series 2014A Bonds is exempt from personal income tax imposed by the Virgin Islands or by any
state, territory, or possession by any political subdivision thereof or by the District of Columbia.

Bond Counsel expresses no opinion regarding any other federal or state tax consequences with
respect to the Series 2014A Bonds. Bond Counsel renders its opinion under existing statutes and court
decisions as of the issue date, and assumes no obligation to update, revise or supplement its opinion to
reflect any action hereafter taken or not taken, or any facts or circumstances that may hereafter come to its
attention, or changes in law or in interpretations thereof that may hereafter occur, or for any other reason.
Bond Counsel expresses no opinion on the effect of any action hereafter taken or not taken in reliance
upon an opinion of other counsel on the exclusion from gross income for federal income tax purposes of
interest on the Series 2014A Bonds, or under state and local tax law.

Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance
and delivery of the Series 2014A Bonds in order that interest on the Series 2014A Bonds be and remain
excluded from gross income under Section 103 of the Code. These requirements include, but are not
limited to, requirements relating to use and expenditure of gross proceeds of the Series 2014A Bonds,
yield and other restrictions on investments of gross proceeds, and the arbitrage rebate requirement that
certain excess earnings on gross proceeds be rebated to the federal government. Noncompliance with
such requirements may cause interest on the Series 2014A Bonds to become included in gross income for
federal income tax purposes retroactive to their issue date, irrespective of the date on which such
noncompliance occurs or is discovered. The Authority has covenanted to comply with certain applicable
requirements of the Code to assure the exclusion of interest on the Series 2014A Bonds from gross
income under Section 103 of the Code.
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Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to
the Series 2014A Bonds. It does not purport to address all aspects of federal taxation that may be relevant
to a particular owner of a Series 2014A Bond. Prospective investors, particularly those who may be
subject to special rules, are advised to consult their own tax advisors regarding the federal tax
consequences of owning and disposing of the Series 2014A Bonds.

Prospective owners of the Series 2014A Bonds should be aware that the ownership of such
obligations may result in collateral federal income tax consequences to various categories of persons,
such as corporations (including S corporations and foreign corporations), financial institutions, property
and casualty and life insurance companies, individual recipients of Social Security and railroad retirement
benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed to have
incurred or continued indebtedness to purchase or carry obligations the interest on which is excluded from
gross income for federal income tax purposes. Interest on the Series 2014A Bonds may be taken into
account in determining the tax liability of foreign corporations subject to the branch profits tax imposed
by Section 884 of the Code.

Bond Premium

In general, if an owner acquires a Series 2014A Bond for a purchase price (excluding accrued
interest) or otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the
Series 2014A Bond after the acquisition date (excluding certain “qualified stated interest” that is
unconditionally payable at least annually at prescribed rates), that premium constitutes “bond premium”
on that Series 2014A Bond (a “Premium Bond”). In general, under Section 171 of the Code, an owner of
a Premium Bond must amortize the bond premium over the remaining term of the Premium Bond, based
on the owner’s yield over the remaining term of the Premium Bond determined based on constant yield
principles (in certain cases involving a Premium Bond callable prior to its stated maturity date, the
amortization period and yield may be required to be determined on the basis of an earlier call date that
results in the lowest yield on such bond). An owner of a Premium Bond must amortize the bond premium
by offsetting the qualified stated interest allocable to each interest accrual period under the owner’s
regular method of accounting against the bond premium allocable to that period. In the case of a tax-
exempt Premium Bond, if the bond premium allocable to an accrual period exceeds the qualified stated
interest allocable to that accrual period, the excess is a nondeductible loss. Under certain circumstances,
the owner of a Premium Bond may realize a taxable gain upon disposition of the Premium Bond even
though it is sold or redeemed for an amount less than or equal to the owner’s original acquisition cost.
Owners of any Premium Bonds should consult their own tax advisors regarding the treatment of bond
premium for federal income tax purposes, including various special rules relating thereto, and state and
local tax consequences, in connection with the acquisition, ownership, amortization of bond premium on,
sale, exchange, or other disposition of Premium Bonds.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on tax-exempt obligations, including the
Series 2014A Bonds. In general, such requirements are satisfied if the interest recipient completes, and
provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or
if the recipient is one of a limited class of exempt recipients. A recipient not otherwise exempt from
information reporting who fails to satisfy the information reporting requirements will be subject to
“backup withholding,” which means that the payor is required to deduct and withhold a tax from the
interest payment, calculated in the manner set forth in the Code. For the foregoing purpose, a “payor”
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generally refers to the person or entity from whom a recipient receives its payments of interest or who
collects such payments on behalf of the recipient.

If an owner purchasing a Series 2014A Bond through a brokerage account has executed a Form
W-9 in connection with the establishment of such account, as generally can be expected, no backup
withholding should occur. In any event, backup withholding does not affect the excludability of the
interest on the Series 2014A Bonds from gross income for federal income tax purposes. Any amounts
withheld pursuant to backup withholding would be allowed as a refund or a credit against the owner’s
federal income tax once the required information is furnished to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the
federal or state level, may adversely affect the tax-exempt status of interest on the Series 2014A Bonds
under federal or state law or otherwise prevent beneficial owners of the Series 2014A Bonds from
realizing the full current benefit of the tax status of such interest. In addition, such legislation or actions
(whether currently proposed, proposed in the future, or enacted) and such decisions could affect the
market price or marketability of the Series 2014A Bonds. For example, the Fiscal Year 2015 Budget
proposed on March 4, 2014, by the Obama Administration recommends a 28% limitation on “all itemized
deductions, as well as other tax benefits” including “tax-exempt interest.” The net effect of such a
proposal, if enacted into law, would be that an owner of a tax-exempt bond with a marginal tax rate in
excess of 28% would pay some amount of federal income tax with respect to the interest on such tax-
exempt bond. Similarly, on February 26, 2014, Dave Camp, Chairman of the United States House Ways
and Means Committee, released a discussion draft of a proposed bill which would significantly overhaul
the Code, including the repeal of many deductions; changes to the marginal tax rates; elimination of tax-
exempt treatment of interest for certain bonds issued after 2014; and a provision similar to the 28%
limitation on tax-benefit items described above (at 25%) which, as to certain high income taxpayers,
effectively would impose a 10% surcharge on their “modified adjusted gross income,” defined to include
tax-exempt interest received or accrued on all bonds, regardless of issue date.

Prospective purchasers of the Series 2014A Bonds should consult their own tax advisors
regarding the foregoing matters.

FINANCIAL STATEMENTS

Audited financial statements of the Authority for the fiscal year ended September 30, 2013, and
the audited financial statements of the Government for the fiscal year ended September 30, 2013, are
available from (i) the Authority or the Government, as applicable or (ii) the Electronic Municipal Markets
Access (“EMMA”) system in electronic format, at www.emma.msrb.org, which is operated by the
Municipal Securities Rulemaking Board (the “MSRB”). See “CONTINUING DISCLOSURE.” For
more information on the failure of the Authority and Government to provide audited financial statements
on a timely basis, see “PLAN OF DISTRIBUTION OF THE BONDS — Elimination of Transfer and
Resale Restrictions.”
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LEGAL OPINIONS

The validity of the Series 2014A Bonds and certain other legal matters are subject to the
approving opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority. The proposed
form of Bond Counsel opinion is set forth as APPENDIX G hereto.

Certain legal matters will be passed on for the Authority by its counsel, Birch, deJongh & Hindels
PLLC, St. Thomas, Virgin Islands. Certain legal matters will be passed upon for the Government by the
Office of the Attorney General of the Government. Hawkins Delafield & Wood LLP, Disclosure Counsel
to the Authority, will deliver an opinion regarding certain matters to the Authority, the Government,
Jefferies and Bostonia. Certain legal matters will be passed upon for Jefferies and Bostonia by their
counsel, Ballard Spahr LLP, Washington, D.C.

FINANCIAL ADVISOR

The Authority has retained Fiscal Strategies Group of Berkeley, California, as financial advisor in
connection with the issuance of the Series 2014A Bonds. Although Fiscal Strategies Group has assisted
in the preparation of this Limited Offering Memorandum, Fiscal Strategies Group is not obligated to
undertake, and has not undertaken to make, an independent verification or to assume responsibility for the
accuracy, completeness or fairness of the information contained in this Limited Offering Memorandum.

CONTINUING DISCLOSURE
Prior Continuing Disclosure Non-Compliance

The Authority and the Government have entered into a number of continuing disclosure
agreements in connection with bonds previously issued by the Authority. During the past five years, the
Authority and the Government have not complied with the majority of their obligations under such
continuing disclosure undertakings. Specifically, the Authority and the Government consistently have
provided incomplete annual continuing disclosure filings and have failed to provide disclosure on a timely
basis. For more information on the failure of the Authority and Government to provide continuing
disclosure on a timely basis, see “PLAN OF DISTRIBUTION OF THE BONDS - Elimination of
Transfer and Resale Restrictions.”

Continuing Disclosure Agreement
The Authority has entered into a continuing disclosure agreement with respect to the Series

2014A Bonds that meets the requirements of Rule 15¢2-12. See APPENDIX F - “FORM OF
CONTINUING DISCLOSURE AGREEMENT.”
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RATINGS

Standard & Poor’s Ratings Service and Fitch Ratings Inc. have assigned the Series 2014A Bonds
a rating of “BBB+" (with a stable outlook) and “BBB” (with a negative outlook), respectively.

A rating, including any related outlook with respect to potential changes in such rating, reflects
only the view of the Rating Agency giving such rating and is not a recommendation to buy, sell or hold
the Series 2014A Bonds. An explanation of the procedure and methodology used by each Rating Agency
and the significance of the above ratings may be obtained from the Rating Agencies. The ratings may be
changed at any time and there is no assurance that either rating will continue for any given period of time
or that either rating will not be revised downward or withdrawn entirely by the Rating Agency furnishing
the same, if in the judgment of such Rating Agency, circumstances so warrant. Any such downward
revision or withdrawal of either rating is likely to have an adverse effect on the market price of the Series
2014A Bonds.

The Authority did not request a rating from Moody’s Investors Service (“Moody’s”) on the Series
2014A Bonds and Moody’s has not rated such bonds. On February 12, 2013, Moody’s withdrew its
ratings on the Authority’s outstanding indebtedness secured by Gross Receipts Taxes due to the lack of
sufficient current financial and operating information.

BOND PURCHASE AGREEMENT

The Authority, Jefferies and Bostonia have entered into a bond purchase agreement, dated
August 27, 2014 (the “Bond Purchase Agreement”). Subject to the terms and conditions set forth therein,
Jefferies and Bostonia have agreed to use their best efforts to solicit offers to purchase the Series 2014A
Bonds from certain institutional investors.

Pursuant to the Bond Purchase Agreement, Jefferies and Bostonia have agreed to pay to the
Authority the aggregate purchase price of the Series 2014A Bonds of $54,000,392.74 (representing the
$49,640,000 par amount of the Series 2014A Bonds, plus original issue premium of $4,792,857.10, less
Jefferies’ and Bostonia’s fee of $297,840.00, and less expenses of Jefferies and Bostonia in the amount of
$134,624.36).

The obligation of Jefferies and Bostonia to pay for and accept delivery of any Series 2014A
Bonds is subject to, among other things, the sale of those Series 2014A Bonds to institutional investors,
the receipt of certain legal opinions and the satisfaction of other conditions set forth in the Bond Purchase
Agreement. Pursuant to the Bond Purchase Agreement, Jefferies and Bostonia have agreed, as
representatives of the Authority, to use their best efforts to solicit offers to purchase the Series 2014A
Bonds from one or more Qualified Buyers, subject to the understanding that Jefferies’ and Bostonia’s
roles shall be only that of a riskless principal and they have no obligation to transfer funds to the
Authority except to the extent they have firm orders from Qualified Buyers. The Bond Purchase
Agreement also provides that the Authority, under certain circumstances, will indemnify Jefferies and
Bostonia and that Jefferies and Bostonia, under certain circumstances, will indemnify the Authority
against certain civil liabilities under federal or state securities laws.
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MISCELLANEOUS

In this Limited Offering Memorandum, any summaries or descriptions of provisions in the
Indenture, the Series 2014A Loan Agreement, the Series 2014A Loan Note, the Special Escrow
Agreement and the Collecting Agent Agreement and all references to other materials not purported to be
quoted in full are only brief outlines of certain provisions thereof and do not constitute complete
statements of such documents or provisions. Reference is hereby made to the complete documents
relating to such matters for further information, copies of which may be obtained from the principal
corporate trust office of the Trustee.

Any statement in this Limited Offering Memorandum involving matters of estimates or opinion,
whether or not expressly so stated, are intended as such and not as representations of fact. This Limited
Offering Memorandum is not to be construed as a contract or agreement between the Authority and the
owners or holders of, or of interests in, any of the Series 2014A Bonds.

Financial and statistical information has been provided by the Authority and the Government,
certain of its agencies and instrumentalities and other sources deemed reliable by the Authority and the
Government. Jefferies and Bostonia are not responsible for any of such information nor have Jefferies
and Bostonia independently verified such information.

This Limited Offering Memorandum is submitted in connection with the sale of the Series 2014A
Bonds and may not be reproduced or used, as a whole or in part, for any other purpose. The execution
and delivery of this Limited Offering Memorandum has been duly authorized by the Authority.

VIRGIN ISLANDS PUBLIC FINANCE AUTHORITY

By: /s/ John P. deJongh, Jr.
The Honorable John P. deJongh, Jr.
Chairman
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APPENDIX A
GLOSSARY OF CERTAIN DEFINED TERMS

Certain terms used in the Original Indenture, the Seventeenth Supplemental Indenture and the
Series 2014A Loan Agreement are defined below unless otherwise defined herein or the context clearly
indicates otherwise. When and if such terms are used in this Preliminary Limited Offering Memorandum
they shall have the meanings set forth below. Any capitalized term used in this Preliminary Limited
Offering Memorandum regarding the Indenture and the Series 2014A Loan Agreement and not defined
herein shall have the meaning given such term by the Indenture and the Series 2014A Loan Agreement.

Account or Accounts means any account or accounts, as the case may be, established pursuant to
the Indenture.

Accreted Value means with respect to any Bond that is a Capital Appreciation Bond, for each
authorized denomination, an amount equal to the principal amount of such Capital Appreciation Bond
(determined on the basis of the initial offering price for such denomination at maturity thereof) plus the
amount of earnings which would be produced on the investment of such principal amount, assuming
compounding (as set forth in the applicable Supplemental Indenture) beginning on the dated date of such
Capital Appreciation Bond and ending at the maturity date thereof, at a yield which, if produced until
maturity, will produce an amount equal to such denomination at maturity. As of any Valuation Date, the
Accreted Value of any Capital Appreciation Bond means the amount set forth for such date in the
applicable Supplemental Indenture authorizing such Bond and as of any date other than a Valuation Date,
the sum of (i) the Accreted Value on the preceding Valuation Date and (ii) the product of (1) a fraction,
the numerator of which is the number of days having elapsed from the preceding Valuation Date and the
denominator of which is the number of days from such preceding Valuation Date to the next succeeding
Valuation Date, using for such calculation 30 day months and a 360 day year and (2) the difference
between the Accreted Values for such Valuation Dates.

Act means, collectively, the Virgin Islands Revised Organic Act, 48 U.S.C. 1574, et seq. (West
1987), the laws of the Virgin Islands including Title 29, Chapter 15 of the Virgin Islands Code, 2013 V.I
Act 7499, as amended by 2014 V.I Act 7361, as further amended by 2014 V.I. Act 7637, and other
applicable law, as the same may be amended from time to time.

Act of Bankruptcy, means (i) the entity under consideration shall have applied for or consented
to the appointment of a custodian, receiver, trustee or liquidator of all or substantially all of its assets; (ii)
a custodian shall have been appointed with or without consent of such entity; (iii) such entity has made a
general assignment for the benefit of creditors, or has filed a voluntary petition in bankruptcy, or a
petition or an answer seeking reorganization or an arrangement with creditors or to take advantage of any
insolvency law; (iv) such entity has filed an answer admitting the material allegations of a petition in any
bankruptcy, reorganization or insolvency proceeding, or taken any action for the purpose of effecting any
of the foregoing; (v) a petition in bankruptcy shall have been filed against such entity and shall not have
been dismissed for a period of 60 consecutive days; (vi) an order for relief has been entered under the
Bankruptcy Code with respect to such entity; (vii) an order, judgment or decree shall have been entered,
without the application, approval or consent of such entity by any court of competent jurisdiction
approving a petition seeking reorganization of such entity or appointing a receiver, trustee, custodian or
liquidator of such entity or substantially all of its assets, and such order, judgment or decree shall have
continued unstayed and in effect for any period of 60 consecutive days; or (viii) such entity shall have
suspended the transaction of its usual business.

Additional Bonds means Bonds other than the Initial Series of Bonds.
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Adjusted Debt Service Requirement means, for any period, as of any date of calculation, the
aggregate Debt Service on Outstanding Bonds or on Outstanding Bonds of a particular Series for such
period taking into account the following adjustments:

(1) With respect to Bonds that bear interest at a Variable Interest Rate, the aggregate
Debt Service thereon is determined as if each such Bond bore interest at the Certified Interest
Rate; provided, however, (1) if the Authority (A) enters into a Qualified Swap Agreement with a
Swap Provider requiring the Authority to pay a fixed interest rate on a notional amount, and (B)
has made a determination that such Qualified Swap Agreement was entered into for the purpose
of providing substitute interest payments for a particular maturity of Bonds in a principal amount
equal to the notional amount of the Qualified Swap Agreement, then during the term of such
Qualified Swap Agreement and so long as the Swap Provider under such Qualified Swap
Agreement is not in default under such Qualified Swap Agreement, the interest rate on such
Bonds shall be determined as if such Bonds bore interest at the fixed interest rate payable by the
Authority under such Qualified Swap Agreement, and (2) if (A) Bonds of a specific maturity
within a Series bear interest at a Variable Interest Rate and Bonds which bear a Variable Interest
Rate of another Series with the same maturity are issued in an equal principal amount to the first
such Series of Bonds of the same maturity and (B) the Variable Interest Rate of the first Series of
such Bonds varies inversely to the Variable Interest Rate of the second Series of such Bonds of
the same maturity so that the combined interest rate for the aggregate principal amount of such
Bonds of the same specific maturity for both such Series is determined by the Authority to result
in a combined fixed interest rate, then so long as the same principal amount of each maturity of
such Series of Bonds remain Outstanding, the aggregate Debt Service thereon shall be determined
as if all such Variable Rate Bonds of such Series and maturity bore interest at the combined fixed
interest rate so determined by the Authority with respect to such aggregate principal amount of
such Bonds.

(i1) With respect to Fixed Interest Rate Bonds, if the Authority (1) enters into a
Qualified Swap Agreement with a Swap Provider requiring the Authority to pay a variable
interest rate on a notional amount and (2) has made a determination that such Qualified Swap
Agreement was entered into for the purpose of providing substitute interest payments for a
particular maturity of Bonds in a principal amount equal to the notional amount of the Qualified
Swap Agreement, then during the term of such Qualified Swap Agreement and so long as the
Swap Provider under such Qualified Swap Agreement is not in default under such Qualified
Swap Agreement the interest rate on such Bonds is determined as if such Bonds bore interest at
the Certified Interest Rate on the notional amount of such Bonds.

(iii)  Except to the extent described in (iv) below, with respect to Bonds secured by a
Credit Facility, the aggregate Debt Service thereon shall be deemed to include any payments
required to reimburse the related Credit Provider (including any Debt Service Reserve Account
Credit Provider), but shall not include any amounts payable as principal of and interest and
premium with respect to any reimbursement obligation to such Credit Provider except and to the
extent that such payments on such reimbursement obligation are required to be made to the Credit
Provider in excess of any corresponding Debt Service with respect to such Bonds during such
period.

(iv) With respect to Optional Tender Bonds, the aggregate Debt Service thereon shall
not include any amounts payable to a Credit Provider pursuant to any reimbursement obligation
arising as the result of the payment of any purchase price with respect to such Bonds on a
Purchase Date except to the extent that, and for any period during which, the Authority is
obligated to reimburse the Credit Provider for payments made by such Credit Provider directly or
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indirectly in satisfaction of any obligation to purchase such Bonds on any Purchase Date
following the application of any proceeds of any remarketing of such Bonds.

v) The aggregate Debt Service for any period on any Bonds shall not include (1)
any interest which is payable from Capitalized Interest which is to be transferred to the Debt
Service Account for payment of interest on such Bonds or (2) the amount of Debt Service on
Bonds to be paid from amounts in a Debt Service Reserve Account at the time of such
computation for the period in question, but only if any such amount described in (1) or (2) is
available and is to be applied under the applicable Supplemental Indenture to make interest
payments on such Bonds when due.

(vi) If the Authority enters into a Qualified Swap Agreement with a Swap Provider
requiring the Authority to pay any amount in excess of the amount to be received by the
Authority in connection therewith for the period for which any calculation of Adjusted Debt
Service Requirement is to be made under the Indenture, then, to the extent not taken into account
in (i) and (ii) above, the net amount of such payments which may be required of the Authority
(using the Certified Interest Rate or its equivalent for such purpose if such amount is subject to
any variation and excluding any breakage fees or termination payments paid by the Authority)
shall be included in Adjusted Debt Service Requirements.

For purposes of this definition of Adjusted Debt Service Requirement, the principal and interest portions
of the Accreted Value of Capital Appreciation Bonds and the Appreciated Value of any Deferred Interest
Bonds becoming due at maturity or by virtue of Mandatory Sinking Fund Requirements shall be included
in the calculation of accrued and unpaid and accruing interest or principal installments on the date on
which or for the period during which such amounts become due and payable unless otherwise specified in
the Supplemental Indenture authorizing such Capital Appreciation Bonds or Deferred Interest Bonds.

Aggregate Debt Service for any period means, as of any date of calculation, the sum of the
amounts of Debt Service for such period with respect to the Bonds.

Annual Administrative Fee means the amount authorized to be transferred annually from the
Expense Account to the Authority to pay the Authority’s expenses in accordance with the annual budget
approved by the Board of the Authority.

Annual Debt Service means, as of any date of calculation with respect to a specified Bond Year,
Debt Service plus any premium, if any, payable for the Bonds in the respective Bond Year.

Appreciated Value means with respect to any Bond that is a Deferred Interest Bond until the
Interest Commencement Date therecon, for each authorized denomination, an amount equal to the
principal amount of such Deferred Interest Bond (determined on the basis of the initial offering price for
such denomination at the Interest Commencement Date thereof plus the amount, of earnings which would
be produced on the investment of such principal amount, assuming compounding (as set forth in the
applicable Supplemental Indenture) beginning on the dated date of such Deferred Interest Bond and
ending on the Interest Commencement Date, at a yield which, if produced until the Interest
Commencement Date, will produce an amount equal to such denomination at the Interest Commencement
Date. As of any Valuation Date, the Appreciated Value of any Bond that is a Deferred Interest Bond
means the amount set forth for such date in the Supplemental Indenture authorizing such Deferred Interest
Bond and as of any date other than a Valuation Date accruing for that period or due and payable on that
date, the sum of (i) the Appreciated Value on the preceding Valuation Date and (ii) the product of (1) a
fraction, the numerator of which is the number of days having elapsed from the preceding Valuation Date
and the denominator of which is the number of days from such preceding Valuation Date to the next
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succeeding Valuation Date, using for such calculation 30 day months and a 360 day year, and (2) the
difference between the Appreciated Values for such Valuation Dates.

Approved Project means any public improvement or public undertaking authorized by act of the
Legislature of the Virgin Islands and by resolution of the Authority to be financed with the proceeds of
Authority Bonds.

Arbitrage and Use of Proceeds Certificate shall mean the Arbitrage and Use of Proceeds
Certificate dated September 5, 2014, of the Authority and the Government, relating to the requirements of
Sections 148 and 103 of the Code relating to exemption of interest on the Series 2014A Bonds from
Federal income tax.

Authority means the Virgin Islands Public Finance Authority, a body corporate and politic
constituting a public corporation and autonomous governmental instrumentality of the Government of the
Virgin Islands, or, if said Authority shall be abolished, any authority, board, body or officer succeeding to
the principal functions thereof.

Authorized Denominations shall mean $100,000 and integral multiples of $5,000 in excess
thereof.

Authorized Officer means the Executive Director or Chairman of the Authority or any other
person authorized by the Authority to perform an act or sign a document on behalf of the Authority for
purposes of the Indenture or a Supplemental Indenture as set forth in a Supplemental Indenture or a
certificate of the Authority which has been delivered to the Trustee.

Bankruptcy Code means the United States Bankruptcy Reform Act of 1978, as amended,
defined as Title 11 of the United States Code, as amended, or any substitute or replacement legislation.

Board means the Board of Directors of the Authority.

Bond or Bonds means any bond or bonds, as the case may be, issued pursuant to the Indenture or
any Supplemental Indenture, and may include notes, commercial paper, or other obligations.

Bond Counsel means an attorney or firm of attorneys of nationally recognized expertise in
matters relating to the issuance of obligations by states, territories and local governments and political
subdivisions and instrumentalities thereof.

Bondowner, Holder, Owner or Registered Owner means the Person in whose name a Series
2014A Bond is registered on the Bond Register.

Bond Register means the register maintained by the Bond Registrar pursuant to the Indenture.

Bond Registrar means the Trustee, any successor trustee or bond Registrar appointed as Bond
Registrar pursuant to the Indenture.

Bond Related Costs means (i) all costs, fees and expenses of the Authority incurred or
reasonably related to any Liquidity Facility, Credit Facility, any remarketing or other secondary market
transactions and any Qualified Swap Agreement (whether requiring the Authority to pay fixed or variable
amounts and excluding breakage fees on or termination payments under such Qualified Swap
Agreements) that the Authority has determined was entered into for the purposes of providing substitute
interest payments for the maturity of the Bond, (ii) initial and acceptance fees of any Fiduciary together
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with any fees of Bond Counsel, attorneys, feasibility consultants, engineers, financial advisors,
remarketing agents, rebate consultants, accountants and other advisors retained by the Authority in
connection with the Bond, and (iii) any other fees, charges and expenses that may be lawfully incurred by
the Authority relating to the Bond, including, without limitation, any obligation of the Authority to a
Credit Provider for the Bond to repay or reimburse any amounts paid by such Credit Provider due to
payment under such Credit Facility and any interest on such repayment obligation.

Bond Service Charges means for any applicable time period or date, principal of and premium,
if any, and interest payments due and the fees, expenses and costs of the Trustee, Bond Registrar and
Paying Agent, if any, on any of the Bonds accruing for that period or due and payable on that date. In
determining Bond Service Charges accruing for any period or due and payable on any date, Mandatory
Sinking Fund Requirements accruing for that period or due on that date shall be included together with
any amount required to be paid for the replenishment of any Debt Service Reserve Account.

Bond Year means a period of twelve (12) consecutive months beginning on October 2 in any
calendar year and ending on October 1 of the succeeding calendar year.

Bostonia means Bostonia Global Securities Inc.

Business Day means any day that is not a Saturday, Sunday or legal holiday in the United States
Virgin Islands or a day on which the Trustee, the Special Escrow Agent or banking institutions organized
under the laws of the United States Virgin Islands are legally authorized to close.

Capital Appreciation Bonds means any Bonds as to which interest is payable only at the
maturity or prior redemption thereof for the purposes of (i) receiving payment of the Redemption Price, if
any, of a Capital Appreciation Bond that is redeemed prior to maturity, and (ii) computing the principal
amount of Capital Appreciation Bonds held by the Owner thereof in giving any notice, consent, request,
or demand pursuant to the applicable Supplemental Indenture for any purpose whatsoever, the Accreted
Value of a Capital Appreciation Bonds as of a specific date shall be deemed to be its principal amount as
of such date.

Capitalized Interest means that portion of the proceeds of any Series of Bonds together with any
available earnings thereon that are intended to be used to pay interest due or to become due on any Bonds.

Capitalized Interest Subaccount means the subaccount by that name in the Debt Service
Account established by the Indenture and the applicable Supplemental Indenture.

Certified Interest Rate means a rate estimated and certified by the financial advisor to the
Authority as the rate that would be borne by a Variable Rate Bond if on the date of such certification such
Bond was issued as a Bond bearing interest at a fixed rate to its stated maturity.

Code means the Internal Revenue Code of 1986, as amended from time to time. Each reference
to a Code section herein shall be deemed to include the Treasury Regulations proposed or in effect
thereunder and applicable to the Bonds.

Collecting Agent means the Collecting Agent designated as such under the Collecting Agent
Agreement.

Collecting Agent Agreement means the Collecting Agent Agreement, dated as of November 1,
1999, as amended by and among the Government, the Special Escrow Agent and the Collecting Agent, as
the same may be supplemented, or amended from time to time.
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Continuing Disclosure Agreement shall mean the Continuing Disclosure Agreement, dated as
of November 1, 2012, as amended as of September 1, 2014, between the Authority and Digital Assurance
Certification, L.L.C., as Disclosure Dissemination Agent, acknowledged and accepted by the
Government.

Corporate Trust Office means the principal corporate trust office of the Trustee in which the
corporate trust business of the Trustee shall, at any particular time, be principally administered, which
office is, at the date as of which the Indenture is dated, located at except that, with respect to presentation
of Bonds for payment or registration of transfer and exchange and the location of the Bond Register, such
term means the office or agency of the Bond Registrar in said city at which at any particular time its
corporate agency business shall be conducted, which is, at the date as of which the Indenture is dated, is
the same address as the corporate trust office as indicated above.

Cost of Issuance means the items of expense payable or reimbursable directly or indirectly by
the Authority and related to the authorization, sale and issuance of Bonds which items of expense shall
include without limiting the generality of the foregoing: travel expenses; printing costs; costs of
reproducing documents; computer fees and expenses; filing and recording fees; initial fees and charges of
the Trustee; initial fees and charges of Credit Providers or other parties (including specifically providers
of Bond insurance policies and surety policies) pursuant to remarketing, indexing or similar agreements;
discounts; legal fees and charges; auditing fees and expense; financial advisor’s fees and charges; costs of
credit ratings; insurance premiums; fees and charges for execution, transportation and safekeeping of
Bonds; and other administrative or other costs of issuing, carrying and repaying such Bonds and investing
the proceeds thereof.

Cost of Issuance Account means the account of that name established by the Indenture.

Counsel’s Opinion means an opinion signed by an attorney or firm of attorneys of recognized
standing in the field of law relating to municipal Bonds (who may be counsel to the Authority) selected
by the Authority and reasonably satisfactory to the Trustee.

Credit Agreement means any reimbursement agreement or similar instrument between the
Authority (and, if so drafted, the Trustee) and a Credit Provider with respect to a Credit Facility.

Credit Facility means a letter of credit, surety bond, liquidity facility, insurance policy or
comparable instrument furnished by a Credit Provider with respect to all or a specific portion of one or
more Series of Bonds to satisfy in whole or in part the Authority’s obligation to maintain a Debt Service
Reserve Requirement with respect thereto or to secure (a) the payment of Debt Service (which may
include the premium due on payment of a Bond) or Bonds of a specified Series, or a specific portion
thereof, (b) the payment of the purchase price (which may include accrued interest to the date of
purchase) of Bonds of a specified Series, or a specific portion thereof, on the applicable purchase dates or
tender dates, or (c) both the payment of Debt Service on a specified Series of Bonds, or a specific portion
thereof.

Credit Provider means the bank, insurance company, financial institution or other entity
providing a Credit Facility or Liquidity Facility pursuant to a Credit Agreement.

Credit Subaccount means a subaccount by that name in the Debt Service Account or Debt
Service Reserve Account established by the Indenture.

Cumulative Available Revenues means, as of any October 1, commencing with October 1,
2015, the sum of (i) the Surplus Available Revenues as of such October 1 and (ii) the balance on deposit
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as of such October 1 in the Series 2014A Restricted Moneys Subaccount of the Series 2014A Redemption
Subaccount.

Current Interest Bonds mean all Bonds which are not (a) Capital Appreciation Bonds or (b)
prior to the Interest Commencement Date, Deferred Interest Bonds.

Debt Service for any period means, as of any date of calculation and with respect to any Series of
Bonds then Outstanding, the scheduled principal (including mandatory Sinking Fund Installments) and
interest payments required to be made on such Series. For purposes of this definition, unless provided to
the contrary in an applicable Supplemental Indenture authorizing the issuance of Capital Appreciation
Bonds and Deferred Interest Bonds, the scheduled principal and interest portions of the Accreted Value of
Capital Appreciation Bonds and the Appreciated Value of Deferred Interest Bonds becoming due at
maturity or by virtue of Mandatory Sinking Fund Installments shall be included in the calculations of
accrued and unpaid and accruing interest or principal payments in the year in which such payments are
required to be made.

Debt Service Account means the Account by such name established in the Indenture.

Debt Service Reserve Account means the Account by such name established in the Indenture.

Debt Service Reserve Account Credit Facility means a Credit Facility provided to satisfy all or
any portion of a Debt Service Reserve Requirement.

Debt Service Reserve Account Credit Provider means the Credit Provider of a Debt Service
Reserve Account Credit Facility.

Debt Service Reserve Requirement means, as of any date of calculation, an amount equal to the
least of (i) the greatest amount required in the then current or any future Bond Year to pay the sum of the
interest on Outstanding Bonds payable during such Bond Year, and the principal (including mandatory
Sinking Fund Installments) of Outstanding Bonds payable in such Bond Year, (ii) 125% of the average of
the annual amounts required in the then current and all future Bond Years to pay the sum of the interest
on the Bonds Outstanding payable during such Bond Years and the principal (including mandatory
Sinking Fund Installments) of the Outstanding Bonds payable in such Bond Years, and (iii) 10% of the
original aggregate principal amount (net of original issue discount) of the Bonds. The Debt Service
Reserve Requirement may be satisfied by cash, Permitted Investments or a Debt Service Reserve Account
Credit Facility, or any combination thereof.

Defeasance Securities means

(1) direct and general obligations of, or obligations which as to principal and interest are
unconditionally guaranteed as to full and timely payment by, the United States of America, to the
payment of which the full faith and credit of the United States of America is irrevocably and
unconditionally pledged. The obligations described in this paragraph are hereinafter called “United
States Government Obligations,” and

(i1) pre-refunded municipal obligations meeting the following conditions:
(D the municipal obligations (A) are not subject to redemption prior to maturity or
(B) the trustee has been given irrevocable instructions concerning their calling

and redemption and the issuer of such municipal obligations has covenanted not
to redeem such municipal obligations other than as set forth in such instructions;
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2) the municipal obligations are secured by cash or non-callable United States
Government Obligations that may be applied only to interest, principal and
premium payments of such municipal obligations;

3) the principal of and interest on such United States Government Obligations (plus
any cash in the escrow fund) are sufficient to meet the liabilities of the municipal
obligations;

4) the cash and United States Government Obligations serving as security for the

municipal obligations are held by an escrow agent or trustee; and

5) the United States Government Obligations are not available to satisfy any other
claims, including those against the trustee or escrow agent.

Deferred Interest Bonds means any Bonds as to which accruing interest is not paid prior to the
Interest Commencement Date specified in the Supplemental Indenture authorizing such Series.

Depository or DTC means The Depository Trust Company, New York, New York, and its
successors and assigns.

Expense Account means the Account by that name established by the Indenture.

Fiduciary or Fiduciaries means any bank or other organization acting in a fiduciary capacity
with respect to any Bonds whether as Trustee, Paying Agent, Bond Registrar, tender agent, escrow agent
or any or all of them, as may be appropriate.

Fiscal Year means the Authority’s fiscal year, which is presently October 1 to the following
September 30.

Fitch means Fitch ICBA, Inc., or any successor thereof which qualifies as a Rating Agency under
the Indenture.

Fixed Interest Rate Bond means (i) a Bond, the interest rate on which is established (with no
right to vary) at the time of calculation at a single numerical rate for the remaining term of such Bond, or
(i1) all of those Bonds of a specific maturity described in clause (2)(A) and (B) of paragraph (i) of the
definition of Adjusted Debt Service Requirement herein.

Funds means those funds and accounts specified in the Indenture.
Government means the Government of the United States Virgin Islands.

Gross Receipts Taxes means the taxes imposed and the resulting tax revenues collected or/and to
be collected by the Government pursuant to the provisions of Title 33, Section 43 of the Virgin Islands
Code, as amended (together with all fines, interest, penalties and other charges assessed, imposed or
otherwise payable in relation to such taxes and revenues) during the period in which the principal amount
of the Bonds, together with any interest payable thereon, shall remain due and owing.

Indenture means the Original Indenture, as supplemented by Supplemental Indentures, including
the Seventeenth Supplemental Indenture of Trust, each by and between the Authority and the Trustee and
each of which may from time to time be amended or supplemented in accordance with the terms thereof.
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Independent Counsel means an attorney, or firm thereof., admitted to practice law before the
highest court of any state in the United States of America, the United States Virgin Islands or the District
of Columbia and not an employee on a full-time basis of either the Authority or the Trustee (but who or
which may be regularly retained by any one or more of them).

Independent Verification Analyst means a firm retained by the Authority to prepare the
certificates required by the Indenture in connection with the issuance of Additional Bonds.

Interest Commencement Date means, with respect to any particular Deferred Interest Bonds,
the date specified in the applicable Supplemental Indenture authorizing such Deferred Interest Bonds
(which date must be prior to the maturity date for such Deferred Interest Bonds), after which interest
accruing on such Deferred Interest Bonds shall be payable with the first such payment date being the
applicable Interest Payment Date immediately succeeding such Interest Commencement Date.

Interest Payment Date means for the Series 2014A Bonds, each April 1 and October 1 through
and including the maturity date for such Series 2014A Bonds.

Interest Payment Period with respect to any Bond, means, if prior to the first Interest Payment
Date, the period from but not including the date specified in each Supplemental Indenture as the date for
commencement of accrual of interest for such Bond and alter the first regularly scheduled Interest
Payment Date means the period from but not including a regularly scheduled Interest Payment Date, in
each case to and including the next regularly scheduled Interest Payment Date, provided that any
Supplemental Indenture may adjust this definition with respect to any Bond authorized to be issued
thereunder in order to provide for the proper computation of or the timely transfer of amounts payable
with respect to interest borne by such Bond on any Interest Payment Date.

Interest Subaccount means the Subaccount by that name in the Debt Service Account
established by the Indenture and the applicable Supplemental Indenture.

Issue Date means, for Bonds of a particular Series, the date on which the Bonds of such Series
are delivered against payment therefor.

Jefferies means Jefferies LLC.

Letter of Representation means the Letter of Representation from the Authority to the
Depository in such form as may be acceptable to the Authority and the Depository.

Liquidity Facility means any agreement with a Credit Provider under or pursuant to which it
agrees to purchase Optional Tender Bonds provided that the debt obligations of such Credit Provider are
rated in one of the two highest Rating Categories by S&P, Moody’s or Fitch.

Loan Agreement means a loan agreement by and between the Authority and the Government,
entered into in connection with the issuance of one or more Series of Bonds pursuant to a Supplemental
Indenture hereto, as the same may from time to time be amended or supplemented in accordance with the
terms thereof.

Loan Note or Loan Notes means the general obligation note or notes, as the case may be, of the
Government, executed and delivered to the Authority pursuant to a Loan Agreement in connection with
the issuance by the Authority of one Series or more of Bonds under the Indenture, each such note being in
the principal amount equal to the aggregate principal amount of the Series of Bonds to which it relates
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and being further secured by a pledge by the Government of the Gross Receipts Taxes (other than the
Required Annual Moderate Income Housing Fund Deposit) on a parity basis with all other such notes.

Mandatory Sinking Fund Requirements means the principal amount of Term Bonds which are
required to be redeemed by mandatory sinking fund redemption, in the principal amounts at the prices and
on the dates as set forth in the applicable Supplemental Indenture.

Mandatory Tender Date means a date on which the Bond is required to be purchased by, or on
behalf of, the Authority as provided in the Indenture or in the Supplemental Indenture authorizing such
Bond.

Matching Fund Revenues shall mean amounts paid to the Special Escrow Agent on behalf of
the Government pursuant to Section 28(b) of the Revised Organic Act, 48 U.S.C. 1574, et seq. (West
1987), as amended, or any successor provision thereto.

Moody’s means Moody’s Investors Service, a corporation organized and existing under the laws
of the State of Delaware, its successors and assigns, and, if such corporation shall be dissolved or
liquidated or shall no longer perform the functions of a securities rating agency, Moody’s shall be deemed
to refer to any other nationally recognized securities rating agency designated by the Authority, by notice
to the Trustee.

Officer’s Certificate means a certificate signed by an Authorized Officer.

Optional Tender Bonds means any Bonds which by their terms may be tendered by and at the
option of, or required to be tendered by, the Owner thereof for payment or purchase by the Authority or
another party prior to the stated maturity thereof, or the maturities of which may be extended by and at the
option of the Owner thereof; provided, however, that a Supplemental Indenture may expressly provide
that specific Bonds are not “Optional Tender Bonds” if, in the reasonable judgment of the Authority, the
tender requirements of such Bonds are not of the character intended to be included within this definition.

Original Indenture means the Indenture of Trust, dated as of November 1, 1999, between the
Authority and The Bank of New York Trust Company, N.A., as successor to United States Trust
Company of New York.

Outstanding Bonds, Bonds Qutstanding and Bonds then Qutstanding means as of the date of
determination, all Bonds theretofore issued and delivered under the Indenture as from time to time
supplemented except:

) Bonds theretofore canceled by the Trustee or Paying Agent or delivered to the
Trustee or Paying Agent canceled or for cancellation;

(i1) Bonds for which payment or redemption moneys or securities (as provided in the
Original Indenture) shall have been theretofore deposited with the Trustee or Paying Agent in
trust for the Owners of such Bonds; provided, however, that if such Bonds are to be redeemed,
notice of such redemption shall have been duly given pursuant to the Indenture or irrevocable
action shall have been taken to call such Bonds for redemption at a stated redemption date;

(1i1) Bonds in exchange for or in lieu of which other Bonds shall have been issued and
delivered pursuant to the Indenture; and
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(iv) Optional Tender Bonds deemed tendered in accordance with the provisions of the
Supplemental Indenture authorizing such Bonds on the applicable tender, adjustment or
conversion date, if interest thereon shall have been paid through such applicable date and the
purchase price thereof shall have been paid or amounts are available for such payments as
provided therein (but not if held for reoffering).

In determining requisite percentages of the Owners of aggregate principal amount of Bonds
Outstanding for the purposes of direction, consent, approval or waiver under the terms and provision of
the Indenture and any Supplemental Indenture: (1) the aggregate “principal amount” of any Bonds that
are Capital Appreciation Bonds shall be determined by their Accreted Value as of the date of such
determination, and (2) the aggregate “principal amount” of any Bonds that are Deferred Interest Bonds
shall be determined by their Appreciated Value as of the date of such determination and provided,
however, that in determining whether the Owners of the requisite principal amount of Outstanding Bonds
have given any request, demand, authorization, direction, notice, consent or waiver under the Indenture,
Bonds owned by the Authority shall be disregarded and deemed not to be Outstanding Bonds, except that
in determining whether the Trustee shall be protected in relying upon any such request, demand,
authorization, direction, notice, consent, or waiver, only Bonds which the Trustee knows to be so owned
shall be disregarded.

Each Supplemental Indenture may further specify the conditions under which a Credit Provider
will be deemed the Owner of Outstanding Bonds for purposes of consents hereto.

Participants means those broker-dealers, banks and other financial institutions from time to time
for which the Depository holds Bonds as securities depository.

Paying Agent means any commercial bank or trust company organized under the laws of the
United States Virgin Islands, any state of the United States, or the United States of America, or any
national banking association designated as paying agent for the Bond, and its successor or successors
hereafter appointed in the manner provided in the Indenture or a Supplemental Indenture.

Permitted Investments means any of the following securities, if and to the extent the same are at
the time legal for the investment of funds held under the Indenture:

(1) direct obligations of the United States or obligations guaranteed as to principal
and interest by the United States;

(i1) general obligations of any state, territory, possession or commonwealth of the
United States with a rating at the time of purchase in either of the two highest Rating Categories
as designated by any Rating Agency;

(iii)  prerefunded obligations of any state, territory, possession or Commonwealth of
the United States or political subdivision thereof secured by cash or obligations listed in
subparagraph (i) above, with a rating at the time of purchase in the highest Rating Category as
designated by any Rating Agency;

(iv) obligations issued, or the principal of and interest on which are unconditionally
guaranteed, by any agency or instrumentality of or a corporation wholly owned by the United
States with a rating at the time of purchase in one of the two highest Rating Categories as
designated by any Rating Agency;
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v) repurchase agreements with banks, savings and loan associations or trust
companies organized under the laws of the United States Virgin Islands, the United States, or any
state, territory, possession or commonwealth of the United States, provided, however, that any
such bank, savings and loan association or trust company shall have a combined capital and
surplus at least equal to $200,000,000 and, further provided that (1) such agreements are fully
secured by obligations set forth in (i), (ii), and (iii) above; (2) such collateral is not subject to liens
or claims of third parties; (3) such collateral has a market value at least equal to 102% of the
amount invested and is held by the Trustee or its agent or, in the case of uncertificated securities,
are registered in the name of the Trustee as pledgee; (4) the Trustee has a valid security interest in
such collateral and (5) such agreement shall provide that the failure to maintain such collateral at
the level required by clause (3) for a period of 10 days will require the Trustee or its agents to
liquidate the investments;

(vi) investment agreements, guaranteed investment contracts or similar funding
agreements issued by insurance companies or other financial institutions, including without
limitation broker/dealers or subsidiaries thereof; provided that (1) such agreements are fully
secured by obligations set forth in (i), (i1) and (iii) above; (2) such collateral is not subject to liens
or claims of third parties; (3) such collateral has a market value at least equal to 102% of the
amount invested and is held by the Trustee or its agent or, in the case of uncertificated securities,
are registered in the name of the Trustee as pledgee; (4) the Trustee has a valid security interest in
such collateral and (5) such agreement shall provide that the failure to maintain such collateral at
the level required by clause (3) for a period of 10 days will require the Trustee or its agents to
liquidate the investments;

(vii)  U.S. dollar denominated bankers’ acceptances with domestic commercial banks
which have a rating on their short-term certificates of deposit on the date of purchase in the
highest short-term rating category by a national rating agency and maturing no more than 360
days after the date of purchase. (Ratings on holding companies are not considered as the rating of
the bank); and

(viii))  Certificates of deposit with domestic commercial banks which have a rating on
their short-term certificates of deposit on the date of purchase in the highest short-term rating
category by a national rating agency and maturing no more than 360 days after the date of
purchase. Certificates of deposit will be placed directly with depository institutions and (1)
secured by obligations set forth in (i), (ii) and (iii) above; (2) such collateral is not subject to liens
of claims of third parties; (3) such collateral has a market value at least equal to 102% of the
amount invested and is held by the Trustee or its agent or, in the case of uncertificated securities,
are registered in the name of the Trustee as pledgee; (4) the Trustee has a valid security interest in
such collateral and (5) such agreement shall provide that the failure to maintain such collateral at
the level required by clause (3) for a period of 10 days will require the Trustee or its agents to
liquidate the investments; and

(ix) Investments in a money market fund rated in the two highest rating categories
including money market funds sponsored by the Authority; and

x) Commercial Paper issued by U.S. Corporations which is rated at the time of
purchase in the highest short-term rating category by a national rating agency and which matures

not more than 270 days after the date of purchase.

Any such Permitted Investment may be purchased or sold by, from or through the Authority or
the Trustee. The Authority will not direct the Trustee to hold investments described in (vi), (vii) and (ix)
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unless arrangements satisfactory to the Trustee are in place to verify and monitor compliance with such
provisions.

Person means an individual, a corporation, a partnership, an association, a joint stock company, a
trust, any unincorporated organization or a government or political subdivision thereof, or any other legal

entity or groups of legal entities.

Pledged Revenue Account means the Account by that name established by the Indenture.

Principal Installment means, as of any date of calculation and with respect to the Bond, so long
as the Bond thereof is Outstanding, (i) the principal amount of the Bond due on a certain future date, or
(i1) the unsatisfied balance of any Sinking Fund Installments due on a certain future date for the Bond.

Principal Payment Date means any date on which a Principal Installment is scheduled to
become due on the Bond whether by scheduled maturity or Mandatory Sinking Fund Requirements or
otherwise. The Principal Payment Date for the Series 2014A Bonds is October 1.

Principal Subaccount means the subaccount by that name in the Debt Service Account
established by the Indenture and the applicable Supplemental Indenture.

Project Account means the Account of that name established by the Indenture.

Proportionate Basis means, when used with respect to the redemption of the Bonds of a specific
series, that the aggregate principal amount of such Bonds of each maturity of such Series to be redeemed
shall be determined as nearly as practicable by multiplying the total amount of funds available for
redemption by the ratio which the principal amount Outstanding of such maturity to be redeemed bears to
the principal amount of all Bonds of that Series then Outstanding; provided that if the amount available
for redemption of Bonds of any maturity is insufficient to redeem a multiple of the minimum authorized
denomination of such maturity, such amount shall be applied to the redemption of the highest possible
integral multiple of the minimum authorized denomination of such maturity. For purposes of the
foregoing, Term Bonds shall be deemed to mature in the years and in the amounts of the Mandatory
Sinking Fund Requirements set forth in the applicable Supplemental Indenture. Any Bonds purchased
with moneys which would otherwise be applied to redemption on a Proportionate Basis on the next
succeeding Payment Date shall be taken into account in determining Proportionate Basis with respect to
such redemption. When used with respect to the purchase of Bonds, Proportionate Basis shall have the
same meaning as set forth above, substituting “purchase” for “redemption,” and “purchased” for
“redeemed.”

Purchase Date means the date on which any Outstanding Bonds are purchased pursuant to the
Indenture or any applicable Supplemental Indenture.

Qualified Swap Agreement means (i) an agreement between the Authority and a Swap Provider
under which the Authority agrees to pay the Swap Provider an amount calculated at an agreed-upon rate
or index based upon a notional amount and the Swap Provider agrees to pay the Authority for a specific
period of time an amount calculated at an agreed-upon rate or index based upon such notional amount,
where the Swap Provider, or the Person who guarantees the obligation of the Swap Provider to make its
payments to the Authority, has unsecured obligations rated, as of the date the swap agreement is entered
into, in one of the three highest applicable Rating Categories by each Rating Agency then rating such
Swap Provider or other Person who guarantees such obligation, or shall provide collateral to the Trustee
with a market value maintained at levels and upon such conditions as would be acceptable to each such
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Rating Agency to maintain a rating on such swap agreement in one of the three highest applicable Rating
Categories, or (ii) an option with respect to any agreement described in clause (i) above.

Rating Agency or Rating Agencies means one or more of Moody’s, S&P or Fitch or any
successor or comparable nationally recognized securities rating agency which shall be maintaining a
rating on any Series of Bonds.

Rating Category means a generic securities rating category, without regard to any refinement or
gradation of such rating category by a numerical modifier or otherwise.

Rebate Account means the Rebate Account established in and maintained pursuant to the
Indenture and the applicable Supplemental Indenture.

Rebate Amount Certificate shall have the meaning set forth in the applicable Supplemental
Indenture.

Rebate Requirement means the amount required to be paid to the United States Treasury
pursuant to Section 148(f) of the Code.

Record Date means with respect to an Interest Payment Date for the Bonds, unless otherwise
provided by any Supplemental Indenture, the fifteenth day (or if such day shall not be a Business Day, the
preceding Business Day) next preceding such Interest Payment Date.

Redemption Price means with respect to any Bond, the principal amount of such Bond plus the
applicable premium, if any, payable upon redemption thereof pursuant to such Bond, the Indenture or the
applicable Supplemental Indenture of the Indenture.

Redemption Subaccount means the subaccount by that name in the Debt Service Account
established pursuant to the Indenture.

Related Agreements or Related Documents means any Credit Facility, Credit Agreement or
Pledge Agreement related to a Series of Bonds or a specific portion thereof, including security agreements
or instruments heretofore or hereafter made for the benefit and with the consent of the Trustee or a Credit
Provider as creditor to secure payment of any such Series of Bonds or a specific portion thereof, and shall
not include documents, agreements or other items entered into only for the purposes of a different Series
of Bonds or a specific portion or any amount due to a Credit Provider; but excluding the Indenture and all
Supplemental Indentures; provided, that the term “Related Agreements” or “Related Documents,” when
used in relation to such Series of Bonds or a specific portion thereof, shall include only such Related
Agreements or Related Documents as have been entered into for such Series of Bonds or a specific
portion thereof.

Required Annual Moderate Income Housing Fund Deposit means the first $250,000 of Gross
Receipts Taxes collected during each fiscal year of the Government which are required, pursuant to Title
33, Section 3027(a)(3) of the Virgin Islands Code, to be deposited in the Moderate Income Housing Fund
of the Government, which amount shall not be subject to the liens granted by the Special Escrow
Agreement and the Loan Agreement in the Gross Receipts Taxes.

Restricted Moneys Subaccount shall mean the Restricted Moneys Subaccount of the
Redemption Account by the Indenture and the applicable Supplemental Indenture.
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Revenues means (i) the Gross Receipts Taxes (other than the Required Annual Moderate Income
Housing Fund Deposit), any Substitute Revenues, any other amounts required to be paid by or on behalf
of the Government to or for the benefit of the Authority under any Loan Agreement and any other
proceeds and collections from any Loan Notes, including investment proceeds, deposited in the Pledged
Revenue Account, including any investment earnings earned thereon, and (ii) any proceeds which arise
with respect to any disposition of the Trust Estate. ~ Any net payment which the Authority receives with
respect to a Qualified Swap Agreement shall be deemed to be “Revenues” and shall be deposited into the
Pledged Revenue Account.

S&P means Standard & Poor’s Ratings Group, a division of McGraw-Hill, Inc., a corporation
organized and existing under the laws of the State of New York, its successors and assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, “S&P” shall be deemed to refer to any other nationally recognized securities rating agency
designated by the Authority, by notice to the Trustee.

Securities Depository means, initially, The Depository Trust Company, New York, New York,
and its successors and assigns, and any successor Securities Depository appointed pursuant to the
Indenture.

Series 2014A Bonds shall mean the Virgin Islands Public Finance Authority Revenue Bonds
(Virgin Islands Gross Receipts Taxes Loan Note), Series 2014A (Working Capital) in the principal
amount of $49,640,000.

Series 2014A Cost of Issuance Subaccount shall mean the Series 2014A Cost of Issuance
Subaccount of the Cost of Issuance Account established pursuant to the Seventeenth Supplemental
Indenture.

Series 2014A Expense Subaccount shall mean the Series 2014A Expense Subaccount of the
Debt Service Account established pursuant to the Seventeenth Supplemental Indenture.

Series 2014A Interest Subaccount shall mean the Series 2014A Interest Subaccount of the Debt
Service Account established pursuant to the Seventeenth Supplemental Indenture.

Series 2014A Loan Agreement shall mean the Loan Agreement, dated as of September 1, 2014,
by and among the Government, the Authority and the Trustee, entered into in connection with the
issuance of the Series 2014A Bonds.

Series 2014A Loan Note shall mean the Government’s $49,640,000 principal amount 2014A
Gross Receipts Taxes Loan Note, executed and delivered to the Authority pursuant to the Series 2014A
Loan Agreement.

Series 2014A Principal Subaccount shall mean the Series 2014A Principal Subaccount of the
Debt Service Account established pursuant to the Seventeenth Supplemental Indenture.

Series 2014A Rebate Subaccount shall mean the Series 2014A Rebate Subaccount established
pursuant to the Seventeenth Supplemental Indenture.

Series 2014A Redemption Subaccount shall mean the Series 2014A Redemption Subaccount of
the Debt Service Account established pursuant to the Seventeenth Supplemental Indenture.
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Series 2014A Restricted Moneys Subaccount shall mean the Series 2014A Restricted Moneys
Subaccount of the Series 2014A Redemption Subaccount established pursuant to the Seventeenth
Supplemental Indenture.

Seventeenth Supplemental Indenture shall mean the Seventeenth Supplemental Indenture of
Trust, dated as of September 1, 2014, between the Authority and the Trustee, which supplements and
amends the Indenture.

Sinking Fund Installment means, with respect to any Series of Bonds, an amount so designated
which is established pursuant to the Supplemental Indenture authorizing such Series of Bonds.

SLGS means United States Treasury Obligations, State and Local Government Series, as
provided for in the United States Treasury Regulations 31 CFR 344,

Special Escrow Account means the Special Escrow Account established under the Special
Escrow Agreement.

Special Escrow Agent means The Bank of New York Trust Company, N.A., the special escrow
agent under the Special Escrow Agreement, or any successor thereto.

Special Escrow Agreement means the Special Escrow Agreement, dated as of November 1,
1999, as amended, by and among the Authority, the Special Escrow Agent and the Government, as the
same may be supplemented or amended from time to time.

Special Record Date means if the Authority shall be in default in payment of principal or interest
due, a special Record Date for the payment of such defaulted principal or interest established by notice
mailed by the Trustee on behalf of the Authority; notice of such Special Record Date shall be mailed not
less than 10 days preceding such Special Record Date, to the owner at the close of business on the fifth
Business Day preceding the date of mailing.

Subaccount or Subaccounts means any subaccount or subaccounts, as the case may be
established in an Account pursuant to the Indenture or in a Supplemental Indenture authorizing a Series of
Bonds under the Indenture.

Substitute Revenues means any taxes or other revenues collected or to be collected by the
Government as may hereafter be pledged by the Government pursuant to any Loan Agreement as
additional or substitute security for the repayment of any Loan Notes.

Supplemental Indenture means any indenture amending or supplementing the Indenture in
accordance with the terms hereof.

Surplus Account means the Surplus Account established in the Indenture.

Surplus Available Revenues means as of any October 1, commencing with October 1, 2015, the
“available amounts” of the Government within the meaning of Treasury Regulations Section 1.148-
6(d)(3)(1ii) (including, specifically all amounts available to the Government for expenditure for payment
of working capital expenditures, including cash or investments and other amounts held in accounts or
otherwise by the Government or any related party as defined in Section 1.150-1 of the Treasury
Regulations if those amounts may be used for working capital expenditures without legislative or judicial
action and without a legislative, judicial or contractual requirement that those amounts be reimbursed).
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Surplus Available Revenues shall not include an amount equal to 5% of the reasonable capital reserve
expenditures paid by the Government from current revenues for the prior fiscal year of the Government.

Swap Provider means the counter party with whom the Authority enters into a Qualified Swap
Agreement.

Tax Covenants means the covenants of the Authority expressed in or incorporated by reference
in Article VI of the Indenture, or in the corresponding section of a Supplemental Indenture providing for
assurance of the preservation of the tax-exempt status of the interest on a Series of Tax-Exempt Bonds.

Tax-Exempt Bonds means Bonds issued pursuant to the Indenture for which the Authority
receives, on the date of the closing therefor, an opinion of Bond Counsel to the effect that interest on such
Bonds is excludable from the gross income of the owners thereof for federal income tax purposes under
section 103 of the Code.

Tax Opinion means, with respect to any action requiring such an opinion under the Indenture, a
Counsel’s Opinion to the effect that such action, of itself, will not adversely affect the exclusion of
interest on any Series of Tax-Exempt Bonds from gross income for federal income tax purposes.

Taxable Bonds means any Bonds which are not Tax-Exempt Bonds on the date of original issue
thereof.

Term Bonds means Bonds which are designated in a Supplemental Indenture as subject to
scheduled Mandatory Sinking Fund Requirements prior to maturity.

Treasury Regulations means all final, temporary or proposed Income Tax Regulations issued or
amended with respect to the Code by the Treasury or Internal Revenue Service and applicable to the
Bonds. Any reference to a section of the Treasury Regulations shall also refer to any successor provision
to such section hereafter promulgated by the Internal Revenue Service pursuant to the Code and
applicable to the Bonds.

Trust Estate means the Revenues and the rights to receive the same, the tangible and intangible
properties, rights and other assets described in the Granting Clauses of the Indenture as from time to time
supplemented, and, with respect to a specific Series of Bonds or specific Bonds within a Series, such
funds, rights, properties and assets pledged to secure such Series of Bonds or specific Bonds within a
Series pursuant to a Supplemental Indenture.

Trustee means The Bank of New York Trust Company, N.A. (as successor to the Bank of New
York), a national association, designated as trustee under the Indenture, and its successor or successors
hereafter appointed in the manner provided in the Indenture.

Valuation Date means with respect to any Bonds that are Capital Appreciation Bonds or
Deferred Interest Bonds, the date or dates set forth as such in the Supplemental Indenture authorizing
such Bonds on which specific Accreted Values or Appreciated Values, respectively, are assigned to such
Bonds.

Variable Interest Rate means a variable interest rate or rates to be borne by the Bond. The
method of commuting such variable interest rate shall be specified in the Supplemental Indenture
authorizing such Bonds or Related Agreements approved thereby.
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Variable Rate Bonds means any Bond that bears interest at a rate which is not established at the
time of calculation at a single numerical rate for the remaining term of such Bond.

Written Order means a written direction of the Authority to the Trustee signed by an Authorized
Officer.
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APPENDIX B

SUMMARY OF CERTAIN PROVISIONS OF
THE ORIGINAL INDENTURE AND THE SEVENTEENTH SUPPLEMENTAL INDENTURE

THE ORIGINAL INDENTURE

The following is a summary of certain provisions of the Original Indenture. Such summary does
not purport to be complete or definitive and reference is made to the Original Indenture for a full and
complete statement of the terms and provisions and for the definition of capitalized terms used in this
summary and not otherwise defined under APPENDIX A — “GLOSSARY OF CERTAIN DEFINED
TERMS.”

Pledge of Revenues. The Bonds shall be special, limited obligations of the Authority payable as
to the principal or Redemption Price, if any, and interest thereon, in accordance with their terms and the
terms and provisions of the Indenture solely from Revenues, and secured by a lien on and security interest
in the Trust Estate, subject only to the provisions of the Indenture permitting the application thereof for
the purposes and on the terms and conditions set forth in the Indenture. The Authority has no taxing
power and its debts are not debts of the United States Virgin Islands or any political subdivision of the
United States Virgin Islands. No holder of the Bonds shall have the right to compel any exercise of the
taxing power of the United States Virgin Islands to pay the principal of or interest on the Bonds.

Authorization of Bonds. The Indenture authorizes Bonds of the Authority to be issued and
designated as “Refunding Bonds (Virgin Islands Gross Receipts Taxes Loan Note)” or “Revenue Bonds
(Virgin Islands Gross Receipts Taxes Loan Note)” or “Revenue and Refunding Bonds (Virgin Islands
Gross Receipts Taxes Loan Note),” as applicable. The aggregate principal amount of the Bonds under the
Indenture and Supplemental Indenture is not limited except as provided in the Indenture, the Act, or as
may be limited by law.

Sinking Fund Redemption; Purchase. The Bonds of any Series issued pursuant to the
Indenture may be subject to optional, mandatory or extraordinary redemption or prepayment on a
scheduled or other basis, provided that the Mandatory Sinking Fund Requirements of Bonds or a
particular Series and maturity shall be reduced to the extent the Bonds of that Series and maturity have
been optionally or mandatorily redeemed prior to or on the date scheduled for payment of the specified
principal amount and at the Redemption Prices specified in the applicable Supplemental Indenture.

Additional Bonds; Other Revenue Obligations. All of the Bonds issued under a Supplemental
Indenture shall collectively be a charge and lien upon the Trust Estate. Except as permitted by the
Indenture, no obligations payable from Revenues or secured by a lien of a superior or equal rank on the
Trust Estate (except as to any Credit Facility or Liquidity Facility which secures Bonds or a specific
Series of Bonds) shall be issued under the Indenture. If no Event of Default has occurred or will
contemporaneously, the Authority may issue Additional Bonds pursuant to a Supplemental Indenture.

Conditions to the Issuance of Additional Bonds:
(a) All Bonds shall be payable from Revenues and secured by a lien on the Trust Estate on a
parity basis with all Outstanding Bonds and any Additional Bonds that may be issued under the Indenture

(except as to any Credit Facility which secures only a specific Series of Bonds or specific Bonds of a
Series) if the Trustee shall receive:
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() a certificate of the Authority that no Event of Default under the Indenture has
occurred and shall continue to exist immediately following the date of the Bonds to be issued; and

2) a certificate of an Independent Verification Analyst stating (i) (A) the actual
amount of Gross Receipts Taxes collected by the Government during each of the twenty-four (24)
calendar months immediately preceding the calendar month in which such Bonds are issued (the “Test
Period”); (B) the actual amount of Gross Receipts Taxes collected by the Government during any twelve
(12) consecutive month period within the Test Period in which collections of Gross Receipts Taxes were
the greatest; and (C) the average Gross Receipts Taxes projected to be collected by the Government in the
two Fiscal Years succeeding the issuance of such Bonds; (ii) the maximum annual Adjusted Debt Service
Requirement in the current or any subsequent Bond Year on Outstanding Bonds after giving effect to the
issuance of the proposed Additional Bonds; and (iii) (A) that the Gross Receipts Taxes collected by the
Government during the twelve consecutive calendar month period referred to in (i)(B) above equaled or
exceeded 150% of the amount of maximum Adjusted Debt Service Requirement on Outstanding Bonds in
the current or any subsequent Bond year after giving effect to the issuance of the proposed Additional
Bonds in the current or any subsequent Bond Year or (B) the average Gross Receipts Taxes projected to
be collected by the Government for the two Fiscal Years succeeding the issuance of the Bonds is
projected to equal or exceed 150% of the Adjusted Debt Service Requirement in the current or any
subsequent Bond Year on Outstanding Bonds and such Additional Bonds.

(b) For purposes of the certifications described in the Indenture there shall be excluded from
the Adjusted Debt Service Requirement any amounts otherwise due or to become due on Outstanding
Bonds which are to be refunded and will be no longer Outstanding as a result of the issuance of such
Additional Bonds.

(©) Any, Supplemental Indenture that authorizes Bonds shall state the dollar amount of the
Debt Service Reserve Requirement, effective as of the date of issuance of such Additional Bonds, and of
the portion thereof, if any, to be funded out of the sale proceeds of such Series of Bonds and/or other
moneys to be delivered to the Trustee or on deposit with the Trustee.

(d) If the Bonds are subject to mandatory purchase or are to be purchased upon optional
tender by the Owners thereof, any amounts required to be segregated or set aside by the Authority to
fulfill its purchase obligation shall be deemed additional Adjusted Debt Service Requirements with
respect to the related Series of Bonds in the amounts and at the times such amounts are required to be so
set aside.

() The conversion of Bonds that are Variable Rate Bonds to Fixed Interest Rate Bonds shall
not be treated as the issuance of Additional Bonds subject to the other requirements described under this
heading unless the interest rate to be borne by such Bonds from and after the date of conversion will
exceed the Certified Interest Rate taken into account for the purposes of computing Adjusted Debt
Service Requirements under the Indenture.

® Prior to the issuance of any Series of Bonds, and as a condition precedent thereto, the
following documents and showings shall be executed and delivered:

6)] a Supplemental Indenture, executed by the Authority and the Trustee, providing
for the issuance of such Bonds and the terms and conditions thereof, and

(i1) an Authority certificate setting forth information sufficient to satisfy the Trustee
that the requirements described under this heading have been fulfilled.
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Refunding Bonds. Additional Bonds may be issued pursuant to the Indenture if and to the extent
needed to refund Outstanding Bonds, which refunding Additional Bonds may be on a parity with the
Bonds that are being refunded and are not required to satisfy the tests of issuance of Additional Bonds set
forth in the Indenture, if the aggregate Debt Service on the refunding Additional Bonds is equal to or less
than the aggregate Debt Service on the refunded Bonds; and provided further, that the Authority bas made
provisions for the repayment of the Bonds to be refunded.

Book-Entry System Only. The ownership of one or more fully registered Bond for each
maturity of each Series of Bonds shall be registered in the name of Cede and Company, as nominee for
the Depository Trust Company (“DTC”). Payments of interest on, principal of any premium on such
Series of Bonds shall be made to the account of the DTC on each payment date at the address indicated
for the DTC in the Bond Register by transfer of immediately available funds. DTC maintains a book-
entry system for recording ownership interests of its participants (the “Direct Participants”), and the
ownership interests of a purchaser of a beneficial interest in the Bonds (a “Beneficial Owner”) will be
recorded through book entries on the records of the Direct Participants. With respect to Bonds registered
in the name of DTC, the Authority, the Trustee and any agent thereof shall have no responsibility or
obligation to any Direct Participant or to any Beneficial Owner of such Bonds. DTC may determine to
discontinue providing its services with respect to the Bonds of a Series at any time by giving reasonable
written notice to the Authority, the Trustee and any tender agent for a Series of Bonds and discharging its
responsibilities with respect thereto under applicable law. In addition, the Authority, in its sole discretion
and without the consent of any other Person, may terminate, upon provision of notice to the Trustee and
any tender agent for a Series of Bonds, the services of the DTC with respect to a Series of Bonds if the
Authority determines that the continuation of the system of book entry-only transfers is not in the best
interests of the Owners of the Bonds of the Series or is burdensome to the Authority. The Authority may
select a new Depository or discontinue the services of a Depository and issue Bond certificates.

General Provisions. The Bonds shall be in minimum denominations of $100,000 and integral
multiples of $5,000 in excess thereof in the form set forth in the exhibit to the appropriate Supplemental
Indenture. The Authority shall execute the Bonds by the manual or facsimile signature of the Governor of
the Virgin Islands with the seal or facsimile seal of the Authority and attestation by the manual or
facsimile signature of the Secretary of the Authority in accordance with the provisions of the Indenture.
The Bonds shall be transferable only upon the books of the Authority by the Trustee. In all cases in which
the privilege of exchanging Bonds or transferring registered Bonds is exercised, the Authority shall
execute and the Trustee shall authenticate and deliver bonds in accordance with, and subject to the
restrictions of, the Indenture. Neither the Authority nor the Trustee shall be required (a) to transfer or
exchange Bonds for a period beginning on the Record Date next preceding an interest payment date for
the Bonds and ending on such interest payment date, or for a period for fifteen days next preceding the
date (as determined by the Trustee) of any selection of Bonds to be redeemed or thereafter until after the
mailing of any notice of redemption; or (b) to transfer or exchange any Bonds called or tendered for
redemption, in whole or in part.

Exchanges and Transfer of Bonds. The Indenture provides when a Bond is exchanged or
transferred, the Authority shall execute and the Trustee shall authenticate and deliver Bonds in
accordance with the provisions of the Indenture. Bonds surrendered for exchange or transfer shall be
canceled by the Trustee. The Authority may only make a charge sufficient to reimburse itself for any tax
or other governmental charge required to be paid with respect to such exchange or transfer. The
Indenture provides specific time periods when the Authority and the Trustee cannot be required to
transfer or exchange Bonds.

Redemption. Bonds subject to mandatory, optional or extraordinary redemption prior to
maturity pursuant to any Supplemental Indenture shall be redeemable, upon notice, at such times, at such
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Redemption Prices and upon such terms in addition to the terms contained in the Indenture as may be
specified in any Supplemental Indenture. At the election or direction of the Authority, the Board shall
notify the Trustee of the Authority’s decision to redeem and of the particulars of the redemption. If less
than all of the Bonds of like maturity of any Series shall be called for prior redemption, the Trustee shall
randomly select the particular Bonds or portions of the Bonds to be redeemed.

Notice of Redemption. When the Trustee shall receive notice from the Board, acting on behalf
of the Authority, of its election or direction to redeem Bonds pursuant to the Indenture, and when
redemption of Bonds is required or authorized pursuant to the Indenture, the Trustee shall give notice, in
the name of the Authority, of the redemption of such Bonds, which notice shall specify the Series and
maturities of the Bonds to be redeemed, the redemption date and the place or places where amounts due
upon such redemption will be payable and, if less than all of the Bonds of any like Series and maturity are
to be redeemed, the letters and numbers or other distinguishing marks of such Bonds to be so redeemed,
and, in the case of Bonds to be redeemed in part only, such notice shall also specify the respective
portions of the principal amount thereof to be redeemed. Such notice shall further state that on such date
there shall become due and payable upon each Bond to be redeemed the Redemption Price thereof, or the
Redemption Price of the specified portions of the principal thereof in the case of Bonds to be redeemed in
part only, together with interest accrued to the redemption date, and that from and after such date interest
thereon shall cease to accrue and be payable. Such notice shall be mailed by the Trustee by first class
mail, postage prepaid, not more than 60 days nor less than 30 days before the redemption date, to each of
the Owners of any Bonds or portions of Bonds which are to be redeemed, at their last addresses, if any,
appearing upon the Bond Register, but any defect in, or the failure of any Bondowner to receive, any such
notice shall not affect the validity of the proceedings for the redemption of Bonds. Notwithstanding the
foregoing, failure to mail any such notice pursuant to the Indenture to any particular Owner of a Bond
shall not affect the validity of any proceedings for the redemption of any other Bond.

Payment of Redeemed Bonds. Notice having been given in the manner provided in the
Indenture, the Bonds or portions thereof so called for redemption shall become due and payable on the
redemption date so designated at the Redemption Price, plus interest accrued and unpaid to the
redemption date, and, upon presentation and surrender thereof at the office specified in such notice, such
Bonds or portions thereof shall be paid at the Redemption Price, plus interest accrued and unpaid to the
redemption date. If there shall be called for redemption less than all of a Bond, without charge to the
owner thereof, for the unredeemed balance of the principal amount of the Bond so surrendered, at the
option of the Owner thereof, Bonds of like Series and maturity in any of the authorized denominations.
If, on the redemption date, moneys for the redemption of all the Bonds or portions thereof of any like
Series and maturity to be redeemed, together with interest to the redemption date, shall be held by the
Paying Agent so as to be available therefor on said date and if notice of redemption shall have been given
as aforesaid, then, from and after the redemption date interest on the Bonds or portions thereof of such
Series and maturity so called for redemption shall cease to accrue and become payable. If said moneys
shall not be so available on the redemption date, such Bonds or portions thereof shall continue to bear
interest until paid at the same rate as they would have borne had they not been called for redemption.

Creation of Accounts, and Subaccounts; Deposit of and Use of Moneys. The proceeds of
each Series of Bonds and all Revenues and other sums pledged and assigned by the Indenture to the
Trustee for the benefit of Bondowners are to be deposited to the Accounts established by the Indenture
and shall not be subject to any lien or attachment by any Creditor of the Authority or any Credit Provider
or other person other than the lien of the Indenture. The Accounts and separate Subaccounts within the
Accounts created with respect to each series of Bonds under the Indenture shall be held and administered
by the Trustee or the Authority in accordance with the terms of the Indenture and may include the
following:
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(D The Pledged Revenue Account, to be held by the Trustee;

2) The Debt Service Account, to be held by the Trustee with such separate
Subaccounts as provided in the Indenture or Supplemental Indenture, including any of the following
accounts therein:

(A) An Interest Subaccount;
(B) A Principal Subaccount;
© A Redemption Subaccount;

(D) A Credit Subaccount with respect to each Credit Facility which is not a
Debt Service Reserve Account Credit Facility;

(B) An Expense Subaccount;
(F) A Purchase Subaccount;
(G) A Capitalized Interest Subaccount;

(H) Any other Account or Subaccount established by the applicable
Supplemental Indenture;

3) The Debt Service Reserve Account, to be held by the Trustee, with such separate
Credit Subaccounts therein as the Authority shall determine in any Supplemental Indenture;

4) The Project Account, to be held by the Trustee or the Authority, with such
separate Subaccounts therein as the Authority shall determine in any Supplemental Indenture;

(5) The Cost of Issuance Account and such Subaccounts therein as the Authority
shall determine in any Supplemental Indenture, to be held by the Trustee;

(6) A Rebate Account, to be held by the Trustee, and such Subaccounts therein as the
Authority shall determine in any Supplemental Indenture authorizing a Series of Tax-Exempt Bonds; and

(7 A Surplus Account, to be held by the Authority.

Project Account. There shall be paid into the Project Account the amounts required to be so
paid by the provisions of the Indenture and each Supplemental Indenture. There also may be paid into the
Project Account, at the option of the Authority, any moneys received by the Authority from any source
unless otherwise required to be applied by the Indenture or any Supplemental Indenture. Separate,
segregated Subaccounts may be created within the Project Account and held by the Authority, the
Trustee, any tender agent, or other entity in the manner provided in any Supplemental Indenture
authorizing such Accounts. Money held in such Subaccounts shall be held separately from other moneys
in the Project Account and shall be disposed of only in the manner provided in the Supplemental
Indentures authorizing such Subaccounts. Such separate, segregated Subaccounts and all funds,
investments thereof and investment income earned thereon may be pledged (and a lien and security
interest therein may be granted) to secure for any period of time the payment of principal of and/or the
purchase price of any or all of any Series of Bonds issued pursuant to such Supplemental Indenture
incurred pursuant to such Supplemental Indenture and interest thereon to any date, all as may be more
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fully provided in such Supplemental Indenture in which case such pledge, lien and security interest will
be prior and superior to the lien and pledge on the Project Account granted by the Indenture securing the
Bonds generally. Amounts in the Project Account shall be used to pay any or all of the following: (i) the
Costs of the Approved Projects and (ii) with respect to special Subaccounts created within the Project
Account by a Supplemental Indenture, to pay all amounts authorized by such Supplemental Indenture.
Amounts in the Project Account may be transferred to a Debt Service Account and applied to the payment
of interest on or principal or Redemption Price of the Bonds when due, to the extent that other funds held
for those purposes are insufficient and to the extent that the Authority certifies such amounts are not then
obligated to pay costs of an Approved Project.

Pledged Revenue Account. The Trustee shall deposit to the Pledged Revenue Account as
received all Revenues received, including but not limited to the Gross Receipts Taxes and any Substitute
Revenues pledged under the Loan Agreements, the amounts required by the Indenture, and such other
revenues as may be received by the Trustee which are designated for deposit to the Pledged Revenue
Account under a Supplemental Indenture. All amounts in the Pledged Revenue Account shall be
transferred daily on or before the 5:00 p.m. on each Business Day during each calendar month to
Accounts and Subaccounts created under the Indenture, so long as any Bonds remain Outstanding under
the Indenture, in the following amounts and in the following order of priority:

(1)(1)  to each Interest Subaccount, until the aggregate amount on deposit in all existing
Interest Subaccounts is equal to the sum of all Required Interest Subaccount Balances (as
hereinafter defined). The Required Interest Subaccount Balance in effect during each
calendar month for each Interest Subaccount shall be the greater of (A) the amount
determined by multiplying (x) the portion of the Adjusted Debt Service Requirement for
the applicable Series of Bonds which constitutes all of the interest accruing or to accrue
on such Series of Bonds during the Interest Payment Period ending on the next Interest
Payment Date, by (y) a fraction, the numerator of which is equal to one (1) plus the
number of whole calendar months that have elapsed since the immediately preceding
Interest Payment Date (or, in the case of the period prior to the first Interest Payment
Date, one (1) plus the number of whole calendar months that have elapsed since the date
interest on such Series of Bonds commenced to accrue) and the denominator of which is
the number of whole calendar months in such Interest Payment Period, or (B) the amount
specified in the applicable Supplemental Indenture (such transfers to be subject to the
credits provided for below in clause (2) of this paragraph (i));

2) subject in each case to any credit with respect to any amounts on deposit in the
Capitalized Interest Subaccount to be used for Capitalized Interest and any earnings
thereon to the extent required to be used and available for payment of interest on specific
Bonds as contemplated in any applicable Supplemental Indenture and, in connection with
clause (1) above, (A) any net payment which the Authority is required to make with
respect to any Qualified Swap Agreement shall be treated in the same manner and shall
have the same claim upon Revenues as interest on the Series of Bonds to which such
Qualified Swap Agreement shall relate and (B) as of each Interest Payment Date for
Bonds which are not Fixed Rate Bonds to the extent that the actual interest payable with
respect to such Bonds for any Interest Payment Period is less than the amount deposited
into the Interest Subaccount, then the excess amount so deposited shall be applied as a
credit to reduce the amount otherwise required to be deposited in the next succeeding
month or months pursuant to paragraph (i)(1) hereof; and then

(i1) to each Principal Subaccount, beginning in the first calendar month specified in
the applicable Supplemental Indenture (the “Principal Amortization Start Month’), until
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the aggregate amount on deposit in all existing Principal Subaccounts is equal to the sum
of all Required Principal Subaccount Balances (as hereinafter defined). The Required
Principal Subaccount Balance in effect during each calendar month for each Principal
Subaccount shall be the greater of (A) the amount determined by multiplying (x) the
principal (including Sinking Fund Installments) on the applicable Series of Bonds due on
the next succeeding Principal Payment Date by (y) a fraction, the numerator of which is
equal to one (1) plus the number of whole calendar months that have elapsed since the
immediately preceding Principal Payment Date (or, in the case of the period prior to the
first Principal Payment Date, one (1) plus the number of whole calendar months that have
elapsed since the first day of the Principal Amortization Start Month), and the
denominator of which is the number of whole calendar months between the immediately
preceding Principal Payment Date (or, in the case of the period prior to the first Principal
Payment Date, the first day of the Principal Amortization Start Month), and the next
succeeding Principal Payment Date, or (B) the amount specified in the applicable
Supplemental Indenture; and then

(iii)  to each Credit Subaccount, an amount sufficient to pay any principal or interest
then owing to a Credit Provider under the applicable Supplemental Indenture and Credit
Agreement by reason of any drawing of amounts under the related Credit Facility for the
payment of principal of or interest or premium on any Bonds, provided that the amount
transferred shall in no event be greater than the sum of (1) amounts received under the
related Credit Facility for payment of amounts to or for the benefit of Owners of Bonds
secured by such Credit Facility and (2) interest thereon at the rate specified in the Credit
Agreement; provided, that the amounts of the transfers described in (i), (ii), (iii) and (iv)
shall be reduced to the extent of moneys previously transferred or required to be
transferred to said Accounts under other provisions of the Indenture or of a Supplemental
Indenture; and then

(iv) to the Debt Service Reserve Account the amount of any transfer required by the
provisions of the Indenture described below under the heading “Debt Service Reserve
Account” to restore any deficiency in the Debt Service Reserve Account (or to pay any
amounts then owing to a Credit Provider pursuant to a Credit Agreement relating to a
Debt Service Reserve Account Credit Facility); and then

v) to each Redemption Subaccount, the amount of Revenues required to redeem
Bonds subject to redemption pursuant to the related Supplemental Indenture; and then

(vi) to each Expense Subaccount, any amounts then due and owing to the Trustee,
any Paying Agent, Remarketing Agent, Bond Registrar, Credit Provider, Special Escrow
Agent, Collecting Agent or other Fiduciary which are Bond Services Charges or Bond
Related Costs for Bonds relating to the administration (including remarketing) and the
Authority’s Annual Administrative Fee which otherwise have not been provided for in
(1), (ii), (iii) or (iv) above; and then

(vii)  to each Subaccount of the Rebate Account, the amount required to comply with
the Indenture for Bonds and such amounts shall be applied as provided in the Indenture;
and then

(viii) to any Swap Provider for termination payments which the Authority is required to

make under any Qualified Swap Agreement, the amounts required to make such
payments as set forth in such Qualified Swap Agreement; and then
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(ix) except as may be provided in one of more Supplemental Indentures to the
contrary, to the Surplus Account for application pursuant to the Indenture.

Solely for the purpose of administering these payments, any interest which is payable on Capital
Appreciation Bonds or, prior to the Interest Commencement Date, on Deferred Interest Bonds, shall be
deemed to be “due” in the Bond Year in which payment is scheduled to be made thereon and, for such
purposes, such amounts shall be deemed to be “principal” under subparagraph (a)(ii) above rather than
“interest” under subparagraph (a)(i) above.

Debt Service Account and Subaccounts. There shall be deposited into the Debt Service
Account all amounts required to be remitted, transferred or otherwise deposited therein as provided in the
Indenture together with such additional amounts to be deposited into various specified Subaccounts
within the Debt Service Account as described in the Indenture.

(a) Interest Subaccount. There shall be deposited in each Interest Subaccount, upon
issuance of each Series of Bonds, the amount of accrued interest received from the sale of such Bonds and
there shall be deposited thereafter all other amounts required by the Indenture. If on any Interest Payment
Date there are not sufficient amounts on deposit in the Interest Subaccount to pay the total amount of
interest coming due on the Bonds on such Interest Payment Date, the Trustee shall transfer to the Interest
Subaccount from respectively, the Pledged Revenue Account, the Redemption Account, the Project
Account, the Debt Service Reserve Account or the Principal Subaccount, in the order so listed, an amount
equal to the deficiency. On each Interest Payment Date the Trustee shall withdraw from the Interest
Subaccount an amount sufficient to pay the interest coming due on the Bonds on such Interest Payment
Date and shall use such amounts to pay, or make provision with the Paying Agent for the payment of
interest on the Bonds on such Interest Payment Date.

(b) Principal Subaccount. There shall be transferred to the Principal Subaccount the
amounts required to be transferred from the Pledged Revenue Account pursuant to the Indenture. If on
any Principal Payment Date there are not sufficient amounts on deposit in the Principal Subaccount to pay
the total amount of principal coming due on the Bonds on such Principal Payment Date, the Trustee shall
forthwith transfer to the Principal Subaccount from, respectively, the Pledged Revenue Account, the
Redemption Account, the Project Account, the Debt Service Reserve Account or the Interest Subaccount,
in the order so listed, an amount equal to the deficiency. On or before each Principal Payment Date for
Bonds, the Trustee shall withdraw from the Principal Subaccount an amount sufficient to pay the
scheduled principal coming due on the Bonds on such Principal Payment Date, and shall use such
amounts to pay, or make provision with the Paying Agents for the payment of, principal of the Bonds on
such Principal Payment Date, whether by reason of stated maturity or by reason of Mandatory Sinking
Account Requirements applicable to any Term Bonds.

() Redemption Subaccount. Any amounts to be used to prepay Bonds by the Authority
shall be deposited in the Redemption Subaccount related to such Series of Bonds to be redeemed and
applied as provided by the Supplemental Indenture or, if no provision is made by the applicable
Supplemental Indenture such amounts at the direction of the Authority shall be applied to purchase Bonds
to be surrendered to the Trustee as a credit against Debt Service Requirements when due or to pay the
principal of and premium, if any, of the Bonds then subject to and called for redemption. Any funds
transferred to the Redemption Subaccount from a Project Account as excess proceeds shall be applied
only to redeem Bonds of the Series from which such Project Account proceeds were derived, if any such
Bonds are Outstanding. Other funds transferred to the Redemption Subaccount shall be applied to redeem
Bonds then subject to redemption as provided in the applicable Supplemental Indenture or, if the
Supplemental Indenture does not specifically so provide, as the Authority shall direct in writing.
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(d) Credit Subaccount. To the extent so provided in the applicable Supplemental Indenture
the Trustee shall create a separate Credit Subaccount within the Debt Service Account for each Series of
Bonds (or specific Bonds within a Series) secured by a Credit Facility which is not a Debt Service
Reserve Account Credit Facility. In addition, for any Credit Facility which constitutes a bond insurance
policy or similar instrument pursuant to which the Credit Provider is entitled to subrogation rights as to
amounts paid to Bond Owners secured thereby, the Supplemental Indenture relating thereto may provide
for payment directly to such Credit Provider of available amounts in the Principal and Interest
Subaccounts by reason of such subrogation rather than establishing a Credit Subaccount and requiring a
transfer of such amounts thereto prior to payment of such amounts to such a Credit Provider.

(e) Expense Subaccount. The Trustee shall transfer from the Pledged Revenue Account to
the respective Expense Subaccounts for each series of Bonds the amounts directed by the Indenture for
the payment of amounts due and owing to the Trustee, any Paying Agent, Remarketing Agent, Bond
Registrar, Credit Provider, Special Escrow Agent, Collecting Agent or other Fiduciary which are Bond
Related Costs or Bond Service Charges.

® Purchase or Repayment of Bonds at Request of Authority, Purchase Subaccount.
Amounts in the respective Purchase Subaccounts, if any shall be used as directed in the applicable
Supplemental Indenture to purchase the related Series of Bonds.

(2) Capitalized Interest Subaccount. Except as provided in a Supplemental Indenture, to
the extent available therein, on each date Revenues are regularly transferred to the Indenture, the Trustee
shall transfer from the Capitalized Interest Subaccount to any related Interest Subaccount, the amount of
interest required to be transferred under the Indenture.

Debt Service Reserve Account. In connection with the issuance of the Initial Series of Bonds
under the Indenture, a deposit to the credit of the Debt Service Reserve Account was made by the Trustee
from the proceeds thereof or from such other available moneys in the amount equal to the initial Debt
Service Reserve Requirement or, in lieu thereof, the Authority may cause a Debt Service Reserve
Account Credit Facility to be delivered to the Trustee for such purpose. Upon delivery of each Series of
Additional Bonds under the Indenture, a deposit to the credit of the Debt Service Reserve Account is to be
made by the Trustee from the proceeds of such Series of Bonds or such other available moneys as are
provided to the Trustee for such purpose, as specified in the applicable Supplemental Indenture, in such
amount as will cause the value of the moneys and investments on deposit in the Debt Service Reserve
Account to equal the Debt Service Reserve Requirement effective upon the issuance and delivery of such
Series of Bonds, or in lieu thereof, the Authority may cause a Debt Service Reserve Account Credit
Facility to be delivered to the Trustee for such purpose. Thereafter the Debt Service Reserve Account
shall be maintained at the Debt Service Reserve Requirement by transfers to the Debt Service Reserve
Account from the Pledged Revenue Account; provided, however, (i) in the event the amount on deposit in
the Debt Service Reserve Account is less than the Debt Service Reserve Requirement because of a
transfer to the Interest Subaccount or the Principal Subaccount by the Indenture, then the Authority shall
be required to restore the deficiency caused thereby (1) to the extent there are any amounts on deposit in
the Surplus Account, by the transfer to the Trustee for deposit into the Debt Service Reserve Account of
the full amount on deposit in the Surplus Account or such lesser amount as will cure such deficiency in
the Debt Service Reserve Account, and (2) to the extent any deficiency remains following application as
provided in (i)(1) hereof, by equal monthly transfers of Revenues from the Pledged Revenue Account so
as to remedy such deficiency and pay in full all amounts owed under or in connection with a Debt Service
Reserve Account Credit Facility, any related Credit Agreement and any Related Agreements over the
period of twelve (12) calendar months following the month in which such transfer to the Interest
Subaccount or the Principal Subaccount occurs and (ii) in the event the amount on deposit in the Debt
Service Reserve Account is less than the Debt Service Reserve Account Requirement because of any
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valuation of the investment securities as determined pursuant to the Indenture the Authority shall be
required to restore the deficiency caused thereby by equal monthly transfers of Revenues from the
Pledged Revenue Account over the period of four (4) consecutive calendar months following the month
in which the determination that such deficiency was made. If on any Interest Payment Date there are not
sufficient amounts on deposit in the Interest Subaccount to pay the total amount of interest coming due on
any Bonds on such Interest Payment Date or if on any Principal Payment Date there are not sufficient
amounts on deposit in the Principal Subaccount to pay the total amount of principal coming due on any
Bonds on such Principal Payment Date, and after making the transfers required to be made from other
Accounts as provided in the Indenture and (ii) prior to a transfer from the Debt Service Reserve Account,
the Trustee shall transfer sums on deposit in the Debt Service Reserve Account, as provided in the
Indenture to the Interest Subaccount or Principal Subaccount, as the case may be, in an amount sufficient
to make up any such deficiency.

Cost of Issuance Account. The Trustee may establish within the Cost of Issuance Account a
separate, segregated account for the benefit of one or more Series of Bonds as provided in the
Supplemental Indenture creating such Series of Bonds. There shall be deposited in the Cost of Issuance
Account, from the proceeds of each Series of Bonds, the amount specified pursuant to the Supplemental
Indenture creating such account.

Rebate Account. Moneys deposited and held in the Rebate Account shall not be subject to the
lien or pledge of the Indenture. If, at the time of any calculation, the amount on deposit in the Rebate
Account attributable to a specific Series of Tax-Exempt Bonds exceeds the Rebate Amount for such
Series of Tax-Exempt Bonds, the Trustee shall transfer the excess to the Pledged Revenue Account. If
the Trustee does not have on deposit in the Rebate Account sufficient amounts to make the payments
required by the Indenture, the Trustee shall direct the Authority to remit to the Trustee, in immediately
available funds, within five Business Days, the amount of the deficiency Investment earnings on amount
held in the Rebate Account shall be credited to the Rebate Account upon receipt.

Surplus Account. Moneys held in the Surplus Account may be used: (a) for transfers to the
Debt Service Account and Debt Service Reserve Account to maintain the required balances therein if no
other funds are available for such purposes, (b) for transfers to the Project Account or Subaccount thereof
to pay costs of an Approved Project, or (c) for any other purpose as directed by the Authority now or
hereafter authorized by law.

Investments. If there are Bonds Outstanding and no Event of Default has occurred or is
continuing, an authorized Officer may invest moneys on deposit to the credit of the Project Account,
Pledged Revenue Account, the Debt Service Account and the Debt Service Reserve Account.

Events of Default. The following constitute “Events of Default” under the Indenture:

(a) payment of interest on any Series of Bonds shall not be made when the same shall
become due and payable; or

(b) payment of the principal or Redemption Price of any Series of Bonds or of a Sinking
Fund Installment shall not be made when the same shall become due and payable; or

() the Authority shall fail to observe or perform in any material way any covenant,
condition, agreement or provision contained in any Bonds or in the Indenture or any Supplemental
Indenture on the part of the Authority to be performed other than those set forth in (a) and (b) above, and
such failure shall continue for thirty (30) days after written notice specifying such failure and requiring
the same to be remedied shall have been given to the Authority by the Trustee, which notice may be given
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by the Trustee in its discretion and shall be given by the Trustee at the written request of the Owners of
not less than 25% in principal amount of any Outstanding Bonds; provided, however, that if said default
be such that it cannot be corrected within the applicable period, it shall not constitute an Event of Default
if corrective action is instituted by the Authority within the applicable period and diligently pursued until
the default is corrected and an Authorized Officer of the Authority has delivered to the Trustee a
certificate to that effect; or

(d) an “Event of Default” as such term is defined in any Loan Agreement; or
(e) the occurrence of an Act of Bankruptcy by the Authority.

Proceedings by Trustee. Upon the happening and the continuance of any Event of Default the
Trustee in its discretion may, and at the written request of the Owners of not less than 25% principal
amount of any Series of Bonds Outstanding shall: (i) by mandamus or other suit, action or proceeding at
law or in equity, enforce all rights of the Owners and require the Authority to enforce all rights of the
Owners of Bonds, and to require the Authority to carry out any other covenant or agreement with Owners
of Bonds and to perform its duties under the Indenture, (ii) bring suit upon the Bonds, (iii) by action or
suit in equity to require the Authority to account as if they were trustees of an express trust, or to enjoin
any acts or things which may be unlawful or in violation of the rights of the Owners, (iv) as a matter of
right, have a receiver or receivers appointed for the Trust Estate and of the revenues, issues, earnings,
income, products and profits thereof, pending such proceedings, with such powers as the court making
such appointment shall confer, (v) by mandamus or other suit, action or proceeding at law or in equity,
enforce or require the Authority to enforce, all of the rights of the Authority and the Trustee under and
pursuant to the Loan Agreement, the applicable Loan Notes or the Special Escrow Agreement, and to
require the Government to carry out any of its other covenants or agreements or perform any of its duties
thereunder; and (vi) by mandamus or other suit, action or proceeding at law or in equity, enforce all rights
of Owners of Bonds and Swap Providers and require the Authority to enforce all rights of the Owners of
Bonds and Swap Providers, and to require the Authority to carry out any other covenant or agreement
with Owners of Bonds and Swap Providers and to perform its duties under the Indenture or under any
Qualified Swap Agreements.

Upon the occurrence of an Event of Default under any Related Document, the Trustee may also
enforce any and all rights or obligations of the Trustee thereunder.

Rights of Owners. Anything in the Indenture to the contrary notwithstanding, subject to the
limitations and restrictions as to the rights of the Owners set forth in the Indenture, upon the happening
and continuance of any Event of Default, the Owners of not less than 25% in the principal amount of any
Series of Bonds then Outstanding shall have the right upon providing the Trustee security and indemnity
reasonably satisfactory to it against the costs, expenses and liabilities to be incurred therein or thereby, by
an instrument in writing executed and delivered to the Trustee, to direct the method and place of
conducting all remedial proceedings to be taken by the Trustee under the Indenture. The Trustee may
refuse to follow any direction that conflicts with law, the Indenture or any Supplemental Indenture or
would subject the Trustee to personal liability without adequate indemnification therefor.

Restriction on Action by Owners. No Owner of any of the Bonds shall have any right to
institute any suit, action or proceeding in equity or at law for the enforcement of any trust under the
Indenture, or any other remedy under the Indenture or on said Bonds, unless such Owner previously shall
have given to the Trustee written notice of an Event of Default and unless the Owners of not less than
25% in principal amount of any Series of Bonds then Outstanding shall have made written request of the
Trustee to institute any such suit, action, proceeding or other remedy, after the right to exercise such
powers or rights of action, as the case may be, shall have accrued, and shall have afforded the Trustee a
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reasonable opportunity either to proceed to exercise the powers in the Indenture granted, or to institute
such action, suit or proceeding in its or their name; nor unless there also shall have been offered to the
Trustee security and indemnity reasonably satisfactory to it against the costs, expenses and liabilities to be
incurred therein or thereby, and the Trustee shall not have complied with such request within a reasonable
time; and such notification, request and offer of indemnity are thereby declared in every such case, at the
option of the Trustee, to be conditions precedent to the execution of the trusts of the Indenture or for any
other remedy under the Indenture or Supplemental Indenture; it being understood and intended that no
one or more Owners of any Series of Bonds secured by the Indenture shall have any right in any manner
whatever by his or their action to affect the security of the Indenture, or to enforce any right under the
Indenture or under the Bonds and that all proceedings at law or in equity shall be instituted, had and
maintained for the equal benefit of all Owners of Outstanding Bonds, subject to the provisions of the
Indenture and any Supplemental Indenture.

Waiver of Events of Default; Effect of Waiver. The Trustee may waive any Event of Default
under the Indenture and its consequences and shall do so upon the written request of the Owners of at
least a majority in principal amount of all Outstanding Bonds, provided, however, that there shall not be
waived (i) any Event of Default pertaining to the payment of the principal of any Bond at its maturity date
or redemption date prior to maturity, or (ii) any Event of Default pertaining to the payment when due of
the interest on any Bond, unless prior to such waiver or rescission, all arrears of principal (due otherwise
than by declaration) and interest, with interest (to the extent permitted by law) at the rate per annum borne
by the Bonds in respect of which such event of default shall have occurred on overdue installments of
interest, and all arrears of payments of principal when due, as the case may be, and all expenses of the
Trustee in connection with such event of default, shall have been paid or provided for, and in case of any
such waiver or rescission, or in case any proceeding taken by the Trustee on account of any such event of
default shall be discontinued or abandoned or determined adversely, then and in every such case the
Authority, the Trustee and the Bondowners shall be restored to their former positions and rights under the
Indenture.

Priority of Payment. All Bonds issued under and secured by the Indenture shall be equally and
ratably secured by and payable from the Debt Service Account without priority of one Bond over any
other, except as otherwise expressly provided (i) in the Indenture with respect to Bonds of a specific
Series (or specific Bonds within a Series) secured by a Credit Facility, (ii) in a Supplemental Indenture, or
(ii1) with respect to moneys or assets whether or not held in the Debt Service Account pledged to secure
one or more Series of Bonds (or specific Bonds within a Series) and no other Bonds. Upon the
occurrence of an Event of Default, all moneys collected pursuant to action taken pursuant to the Trustees’
or Bondowners’ remedies under the Indenture after payment of the costs and expenses of the proceedings
resulting in the collection of such moneys and of the expenses, liabilities and advances incurred or made
by the Trustee and after any other prior application of such moneys has been made as is required by law
shall be deposited in such Account or Accounts described in the Indenture as the Trustee deems
appropriate; and all moneys in the Debt Service Account (and at the discretion of the Trustee except when
otherwise required), excluding however (1) any moneys held in trust for the payment of any Bonds or
interest thereon which have matured or otherwise become payable prior to such Event of Default, (2) any
moneys (such as Credit Facility proceeds) pledged exclusively to secure one or more specific Series of
Bonds (or specific Bonds within a Series) shall be applied as provided as set forth in the Indenture.

Application of Moneys. Unless the principal of Bonds shall have become due and payable, all
such moneys in the respective Accounts and Subaccounts securing such obligations shall be applied
consistent with the respective priorities of liens and the respective purposes for such accounts each as
follows:



FIRST: To the payment of the persons entitled thereto of all installments of interest then due on
the Bonds in the order of the maturity of the installments of such interest and if the amount available shall
not be sufficient to pay in full any particular installment then to the payment ratably, according to the
amounts due on such installment to the persons entitled thereto without any discrimination or privilege;

SECOND: To the payment of the persons entitled thereto of the unpaid principal of and
redemption premium, if any, on any of the Bonds which shall have become due (other than Bonds which
have matured or have otherwise become payable prior to such Event of Default and moneys for payment
of which are held in trust pursuant to the provisions of the Indenture) in the order of their due dates and if
the amount available shall not be sufficient to pay in full the unpaid principal and redemption premium, if
any, on Bonds due on any particular due date, then to the payment ratably, according to the amount of
principal and premium, if any, due on such date, to the persons entitled thereto, without any
discrimination or privilege;

THIRD: To the payment of interest on and the principal of the Bonds as thereafter may from
time to time become due, all in accordance with the provisions of the Indenture; and

FOURTH: To reimburse the Trustee for certain costs and expenses described in the
Indenture and not reimbursed thereunder.

Whenever moneys are to be applied by the Trustee pursuant to the provisions under this heading,
such moneys shall be applied by it at such times and from time to time as the Trustee shall determine
having due regard to the source of such moneys, the amount of such moneys available for application and
the likelihood of additional moneys becoming available for such application in the future. Whenever the
Trustee shall apply such funds, it shall (1) fix the date (which shall be an Interest Payment Date unless it
shall deem another date more suitable) upon which such application is to be made and upon such date
interest on the amounts of principal to be paid on such dates shall cease to accrue and (2) on or before
such date set aside the moneys necessary to effect such application. The Trustee shall give to the
Bondowners mailed notice of the deposit with it of any such moneys and of the fixing of any such date.
Neither the Trustee nor any Paying Agent shall be required to make payment to the Owner of any Bond
until such Bond shall be presented to the Trustee for appropriate endorsement or for cancellation of fully
paid.

Whenever all Bonds and interest thereon and all other indebtedness secured by the Indenture have
been paid under the provisions of this heading and all expenses and charges of the Trustee have been paid
any balance remaining shall be paid to the Authority.

Duties, Immunities and Liabilities of Trustee. The Trustee shall, prior to an Event of Default,
and after the curing of all Events of Default which may have occurred, perform such duties and only such
duties as are specifically set forth in the Indenture and no implied duties or obligations shall be read into
the Indenture against the Trustee. The Trustee shall, during the existence of any Event of Default (which
has not been cured) exercise such of the rights and powers vested in it by the Indenture, and use the same
degree of care and skill in their exercise as a prudent individual would exercise or use under the
circumstances in the conduct of his own affairs.

The Trustee is not required to risk or expend its own funds or otherwise incur any financial
liability in the performance of any of its duties if it shall have reasonable grounds for believing that

repayment of such funds or adequate indemnity against such risk or liability is not assured to it.

In accepting the trust created by the Indenture, the Trustee acts solely as Trustee for the Owners
and not in its individual capacity.
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The Trustee makes no representation or warranty, express or implied, as to the compliance with
legal requirements of the use contemplated by the Authority of the funds under the Indenture or any
Supplemental Indenture. In no event shall the Trustee be liable for incidental, indirect, special or
consequential damages in connection with or arising from the Indenture or Supplemental Indenture.

The Trustee shall not be responsible for the sufficiency, timeliness or enforceability of the
remedies. The Trustee shall have no responsibility in respect of the validity or sufficiency of the
Indenture or any Supplemental Indenture or the security provided under the Indenture or the due
execution of the Indenture by the Authority, or the due execution of any other document by any party
(other than the Trustee) thereto, or in respect of the validity of any Bonds authenticated and delivered by
the Trustee in accordance with the Indenture or to see to the recording or filing (but not refiling) of the
Indenture, any Supplemental Indenture or any financing statement or any other document or instrument
whatsoever.

The Trustee shall not be deemed to have knowledge of any Event of Default under the Indenture
unless and until an officer of its corporate trust department shall have actual knowledge thereof.

The Trustee shall not be liable or responsible because of the failure of the Authority to perform
any act required of it by the Indenture or any Supplemental Indenture or because of the loss of any
moneys arising through the insolvency or the act or default or omission of any depository other than itself
in which such moneys shall have been deposited under the Indenture or any Supplemental Indenture. The
Trustee shall not be responsible for the application of any of the proceeds of the Bonds or any other
moneys deposited with it and paid out, invested, withdrawn or transferred in accordance with the
Indenture or for any loss resulting from any such investment. The Trustee shall not be liable in
connection with the performance of its duties under the Indenture except for its own misconduct,
negligence or bad faith.

The Trustee shall not be liable with respect to any action taken or omitted to be taken by it in
good faith in accordance with the direction of the Holders of a majority in principal amount of the
Outstanding Bonds relating to the time, method and place of conducting any proceeding for any remedy
available to the Trustee or any trust or power conferred upon the Trustee under the Indenture or any
Supplemental Indenture.

Removal, Resignation of Trustee, Successor Trustee. The Authority in its sole discretion may
remove the Trustee without cause at any time if no Event of Default has occurred and is continuing and
shall remove the Trustee if at any time requested to do so by an instrument or concurrent instruments in
writing signed by the Owners of not less than a majority in aggregate principal amount of the Bonds then
Outstanding (or their attorneys duly authorized in writing) or if at any time the Trustee shall cease to be
eligible or shall become incapable of acting, or shall commence a case under any bankruptcy, insolvency
or similar law, or a receiver of the Trustee or of its property shall be appointed, or any public officer shall
take control or charge of the Trustee or its property or affairs for the purpose of rehabilitation,
conservation or liquidation, in each case by giving written notice of such removal to the Trustee, and
thereupon shall appoint a successor Trustee by an instrument in writing.

The Trustee may resign by giving written notice of such resignation to the Authority and by
giving notice of such resignation by mail, first class postage prepaid, to the Owners at the addresses listed
in the Bond Register. Upon receiving such notice of resignation, the Authority shall promptly appoint a
successor Trustee by an instrument in writing.

Any removal or resignation of the Trustee and appointment of a successor Trustee shall become
effective upon acceptance of appointment by the successor Trustee. If no successor Trustee shall have
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been appointed and shall have accepted appointment within 45 days of giving notice of removal or notice
of resignation as aforesaid, the resigning Trustee, or any Owner (on behalf of himself and all other
Owners) may petition any court of competent jurisdiction for the appointment of a successor Trustee, and
such court may thereupon, after such notice (if any) as it may deem proper, appoint such successor
Trustee. Any successor Trustee appointed under the Indenture shall signify its acceptance of such
appointment by executing and delivering to the Authority and to its predecessor Trustee a written
acceptance of such appointment by executing and delivering to the Authority and to its predecessor
Trustee a written acceptance thereof, and thereupon such successor Trustee, without any further act, deed
or conveyance, shall become vested with all the moneys, estates, properties, rights, powers, trusts, duties
and obligations of such predecessor Trustee, with like effect as if originally named Trustee in the
Indenture; but, nevertheless, at the written request of the Authority or of the successor Trustee, such
predecessor Trustee shall execute and deliver any and all instruments of conveyance or further assurance
and do such other things as may reasonably be required for more fully and certainly vesting and
confirming to such successor Trustee all the right, title and interest of such predecessor Trustee in and to
any property held by it under the Indenture and shall pay over, transfer, assign and deliver to the
successor Trustee any money or other property subject to the trusts and conditions set forth in the
Indenture. Upon acceptance of appointment by a successor Trustee as provided in this subparagraph,
such successor Trustee provide notice of the succession of such Trustee to the trusts under the Indenture
by first class mail, postage prepaid, to each Paying Agent and to the Owners at their addresses listed in
the Bond Register.

Any Trustee appointed shall be a trust company or bank having the powers of a trust company,
having a corporate trust office in the United States, having a combined capital and surplus of at least one
hundred million dollars ($100,000,000), and subject to supervision or examination by federal or state
authority.

Merger or Consolidation of Trustee. Any company into which the Trustee or any Paying Agent
may be merged or converted or with which it may be consolidated or any company resulting from any
merger, conversion or consolidation to which it shall be a party or any company to which the Trustee or
any Paying Agent may sell or transfer all or substantially all of its corporate trust business provided such
company shall be eligible under the Indenture, may succeed to the rights and obligations of such Trustee
or Paying Agent, as the case may be, without the execution or filing of any paper or any further act,
anything in the Indenture to the contrary notwithstanding; provided that upon the sale or transfer of
corporate trust business as a result of such merger or consolidation, so long as no Event of Default has
occurred and is continuing, the Authority may by an instrument in writing appoint a successor Trustee or
Paying Agent other than the company resulting from such merger, conversion or consolidation by the
Trustee or the Paying Agent.

Liability of Fiduciaries. Facts in the Indenture, in any Supplemental Indenture and in the Bonds
shall be taken as statements of the Authority, and neither the Trustee nor any Paying Agent assumes any
responsibility for the correctness or makes any representations as to the validity or sufficiency of the
Indenture, any Supplemental Indenture or of the Bonds other than in connection with the duties or
obligations therein or in the Bonds assigned to or imposed upon it. The Trustee shall, however, be
responsible for its representations contained in its certificate of authentication on the Bonds. Neither the
Trustee nor any Paying Agent shall be liable in connection with the performance of its duties under the
Indenture, except for its own negligence or default. The Trustee or any Paying Agent may become the
Owner of Bonds with the same rights they would have if they were not Trustee or Paying Agent,
respectively, and, to the extent permitted by law, may act as depository for and permit any of their
officers or directors to act as a member of, or in any other capacity with respect to, any committee formed
to protect the rights of Owners, whether or not such committee shall represent the Owners of a majority in
principal amount of the Bonds then Outstanding.



No Recourse on the Bonds. No recourse shall be had for the payment of the principal of or
interest on the Bonds or for any claim based thereon or on the Indenture against any member or officer of
the Authority or any person executing the Bonds and no such member, officer or person shall be liable
personally on the Bonds.

Right to Indemnification. The Trustee shall be under no obligation to institute any suit, or to
take any remedial proceeding under the Indenture, or to enter any appearance in or in any way defend in
any suit in which it may be made defendant, or to take any steps in the execution of the trusts created by
the indenture or in the enforcement of any rights and powers under the Indenture, until it shall be
indemnified to its satisfaction against any and all reasonable costs and expenses, outlays, and counsel fees
and other disbursements, and against all liability not due to its willful misconduct, negligence or bad faith.

Supplemental Indenture Without Consent of Bondowners. For any one or more of the
following purposes and at any time or from time to time, a Supplemental Indenture of the Authority may
be entered into, which, without the requirement of consent of Bondowners, shall be fully effective in
accordance with its terms:

(a) To provide for the issuance of a Series of Bonds and to prescribe the terms and conditions
pursuant to which the same may be issued, paid or redeemed; provided, however, that such Supplemental
Indenture shall not conflict with the Indenture as theretofore in effect;

(b) To add to the covenants and agreements of the Authority in the Indenture, other
covenants and agreements to be observed by the Authority which are not contrary to or inconsistent with
the Indenture as theretofore in effect;

(©) To add to the limitations and restrictions in the Indenture, other limitations and
restrictions to be observed by the Authority which are not contrary to or inconsistent with the Indenture as
theretofore in effect;

(d) To confirm, as further assurances, any pledge under, and the subjection to any lien or
pledge created or to be created by, the Indenture, of any moneys, securities or fund, or to establish any
additional funds or accounts to be held under the Indenture;

(e) To cure any ambiguity, supply any omission, or cure or correct any defect or inconsistent
provision in the Indenture;

® To insert such provisions clarifying matters or questions arising under the Indenture as
are necessary or desirable and are not contrary to or inconsistent with the Indenture as theretofore in
effect;

(2) To modify the Indenture or the Bonds to permit qualification under the Trust Indenture
Act of 1939 or any similar federal statute at the time in effect, or to permit the qualification of the Bonds
for sale under the securities laws of any state of the United States;

(h) To make such changes as may be necessary to obtain an investment grade rating or to
maintain or upgrade any rating for all or any Series of Bonds by a Rating Agency;

@) To grant to or confer upon the Trustee for the benefit of the Owners any additional rights,

remedies, powers, authority or security that may lawfully be granted to or conferred upon the Owners or
the Trustee;
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) To subject to the lien and pledge of the Indenture additional revenue, properties or
collateral;

k) To evidence the appointment of a separate trustee or a co-trustee or the successor of a
Trustee and/or Paying Agent under the Indenture;

D To modify, eliminate and/or add to the provisions of the Indenture to such extent as shall
be necessary to prevent any interest on Tax-Exempt Bonds from becoming taxable under the Code; or

(m) To make any other change which in the judgment of Authority and Trustee is necessary
or desirable and will not materially prejudice any non-consenting owner of a Bond.

Supplemental Indenture With Consent of Bondowners. Any modification or amendment of
the Indenture and of the rights and obligations of the Authority and of the Owners of the Bonds
thereunder, in any particular, may be made by a Supplemental Indenture, with the written consent (a) of
the Owners of at least 51% in principal amount of the Bonds Outstanding at the time such consent is
given, and (b) in the case less than all of the several Series of Bonds then Outstanding are affected by the
modification or amendment, of the Owners of at least 51% in principal amount of the Bonds of each
Series so affected and Outstanding at the time such consent is given; provided, however, that if such
modification or amendment will, by its terms, not take effect so long as any Bonds of any specified like
Series and maturity remain Outstanding, the consent of the Owners of such Bonds shall not be required
and such Bonds shall not be deemed to be Outstanding for the purpose of any calculation of Outstanding
Bonds under this heading. No such modification or amendment shall permit a change in the terms of
redemption or maturity of the principal of any Outstanding Bond or of any installment of interest thereon
or a reduction in the principal amount or the Redemption Price, if any, thereof, or in the rate of interest
thereon without the consent of the Owners of such Bond, or shall reduce the percentages or otherwise
affect the classes of Bonds the consent of the Owners of which is required to effect any such modification
or amendment, or shall change or modify any of the rights or obligations of any Fiduciary without the
filing with the Trustee of the written assent thereto of such Fiduciary in addition to the consent of the
Bondowners. A Series shall be deemed to be affected by a modification or amendment of the Indenture if
the same adversely affects or diminishes the rights of the Owners of Bonds of such Series.

Defeasance. The pledge and other moneys and securities pledged under the Indenture and any
Supplemental Indenture and all covenants, agreements and other obligations of the Authority to the
Bondowners shall cease and be satisfied if the Authority shall pay or cause to be paid, or there shall
otherwise be paid: (i) to the Owners of all Bonds the principal or Redemption Price, if applicable, and
interest due or to become due thereon, at the times and in the manner stipulated in the Bonds and in the
Indenture and any Supplemental Indenture and (ii) to the Trustee all amounts due and owing the Trustee.
Subject to the Indenture provisions, any Outstanding Bonds shall, prior to the maturity or redemption date
thereof be deemed to have been paid if (i) in case any of said Bonds are to be redeemed on any date prior
to their maturity, the Authority shall have given to the Trustee irrevocable instructions and notice of
redemption, (ii) there shall have been set aside irrevocably in trust, in compliance with the Act, an amount
which shall be sufficient to generate the principal of and the interest on which when due to provide
moneys which, together with the moneys, if any, set aside in trust, in compliance with the Act, at the same
time, shall be sufficient, to pay when due the principal or Redemption Price, if applicable, and interest
due and to become due on said Bonds on or prior to the redemption date or maturity date thereof, as the
ease may be, and (iii) in the event said Bonds are not by their terms subject to redemption within the next
succeeding 60 days, the Authority shall have given the Trustee in form satisfactory to it instructions to
mail a notice to the Owners of such Bonds that the deposit required by (ii) above has been made with the
Trustee and a verification report from an independent certified public accountant confirming the
sufficiency of the Defeasance Securities received by the Trustee and that said Bonds are deemed to have
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been paid and stating such maturity or redemption date upon which moneys are expected to be available
for the payment of the principal or Redemption Price, if applicable, on said Bonds.

Notice. Any Notice, demand, direction, request or other instrument authorized or required by the
Indenture to be given to or filed with the Authority or the Trustee shall be deemed to have been

sufficiently given or filed for all purposes of the Indenture if and when sent by registered mail, return
receipt requested.



THE SEVENTEENTH SUPPLEMENTAL INDENTURE

The following is a summary of certain provisions of the Seventeenth Supplemental Indenture.
Such summary does not purport to be complete or definitive and reference is made to the Seventeenth
Supplemental Indenture for a full and complete statement of the terms and provisions and for the
definition of capitalized terms used in this summary and not otherwise defined under APPENDIX A —
“GLOSSARY OF CERTAIN DEFINED TERMS.”

Authorization and Details of Series 2014A Bonds. The Seventeenth Supplemental Indenture
authorizes the issuance of the Series 2014A Bonds, the proceeds of which shall be used to (i) finance
certain operating costs in the Government General Fund for Fiscal Year 2014, (ii) finance electric and
water receivables owed by Governor Juan F. Luis Hospital and Medical Center and Schneider Regional
Medical Center (collectively, the “Hospitals”) and the Bureau of Corrections to the Virgin Islands Water
and Power Authority, (iii) finance certain working capital and capital improvement expenses for the
Hospitals, (iv) finance a grant to the Sea View Nursing Home for the payment of certain outstanding debt,
(v) fund the Debt Service Reserve Account in an amount necessary to meet the Debt Service Reserve
Requirement related to the Series 2014A Bonds, and (vi) pay certain costs of issuance related to the Series
2014A Bonds.

Bonds Equally and Ratably Secured. Except as provided in the Seventeenth Supplemental
Indenture, the Series 2014A Bonds shall in all respects be equally and ratably secured.

Details of the Series 2014A Bonds. The Series 2014A Bonds shall be dated the date of delivery,
shall be issuable as fully registered bonds in the denomination of $100,000 and integral multiples of
$5,000 in excess thereof, and shall bear interest paid semiannually on each April 1 and October 1 in the
years and amounts specified in the Seventeenth Supplemental Indenture.

Securities Depository Provisions. Initially, one certificate for each respective Series and the
Series 2014A Bonds will be issued and registered to the Securities Depository, or its nominee, in a book-
entry system.

Optional Redemption. As directed by the Authorized Representative of the Authority, the
Series 2014A Bonds are subject to redemption upon payment of the Redemption Prices as specified in the
Seventeenth Supplemental Indenture. If less than all of the Series 2014A Bonds of any Series are called
for redemption, they shall be called in such order of maturity as the Authority may determine. The
portion of any Bond to be redeemed shall be in the principal amount of $100,000 and integral multiples of
$5,000 in excess thereof. Notice of redemption shall be given in the manner set forth in the Indenture.

Funds and Accounts. There shall be established within the Debt Service Account, the Series
2014A Interest Subaccount, the Series 2014A Principal Subaccount, and the Series 2014A Redemption
Subaccount; and the Series 2014A Restricted Moneys Subaccount within the Series 2014A Redemption
Subaccount. Moneys in such subaccounts shall be used in accordance with the Indenture.

There shall be established within the Cost of Issuance Account the Series 2014A Cost of Issuance
Subaccount. Moneys in the Series 2014A Cost of Issuance Subaccount shall be used in accordance with
the provisions of the Indenture.

There shall be established within the Expense Account the Series 2014A Expense Subaccount.

Moneys in the Series 2014A Expense Subaccount shall be used in accordance with the provisions of the
Indenture.
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Security for Series 2014A Bonds. The Series 2014A Bonds shall be equally and ratably secured
under the Indenture with any other Bonds issued pursuant to the Indenture, without preference, priority or
distinction of any Bonds over any other Bonds, as provided in the Indenture.

Rebate Account. There shall be established within the Rebate Account, the Series 2014A Rebate

Subaccount to be held by the Trustee. Moneys deposited in the Series 2014A Rebate Subaccount shall be
applied in accordance with the Indenture.

B-20



APPENDIX C
SUMMARY OF CERTAIN PROVISIONS OF THE SERIES 2014A LOAN AGREEMENT

The following is a summary of certain provisions of the Series 2014A Loan Agreement. Such
summary does not purport to be complete or definitive, and reference is made to the Series 2014A Loan
Agreement for a full and complete statement of its terms and provisions and for the definition of
capitalized terms used in this summary and not otherwise defined under APPENDIX A — “GLOSSARY
OF CERTAIN DEFINED TERMS.”

The Loan. The Authority, on the terms and conditions set forth in the Series 2014A Loan
Agreement, shall lend the proceeds of the Series 2014A Bonds to the Government.

Repayment of the Loan. The Government promises to repay the Loan and observe the terms
and provisions of the Series 2014A Loan Agreement. The Loan shall be evidenced by the Government’s
Series 2014A Loan Note in the principal amount of $49,640,000. The Government shall repay the Series
2014A Loan Note in installments of principal not later than the second Business Day preceding October 1
in each year in amounts equal to the amounts due for principal or Redemption Price of, and interest on,
the Series 2014A Bonds. The Series 2014A Loan Note will accrue interest at rates equal to the rates of
interest accruing on the Bonds, payable semiannually not later than the second Business Day preceding
each April 1 and October 1, commencing April 1, 2015 and ending on the second Business Day preceding
the final maturity thereof. Interest on the Series 2014A Loan Note shall be computed on the basis of a
360-day year composed of twelve (12) thirty (30) day months.

Redemption of the Series 2014A Loan Note. The Series 2014A Loan Note may, at the option
of the Government, be redeemed, in whole or in part, prior to its maturity at the times, in the manner of
and on the same maturities as an optional redemption of the Authority’s Series 2014A Bonds and at a
Redemption Price equal to the principal amount of, plus accrued interest thereon to the date of redemption
and any premium required to provide for the payment of the optional redemption of the Authority’s Series
2014A Bonds. In addition, in the event the Series 2014A Bonds are subject to mandatory redemption in
whole or in part or in the event the Series 2014A Bonds are tendered by the holders thereof for purchase
and are purchased by the Authority for retirement and cancellation then, upon payment of the Redemption
Price or purchase price of such Bonds, the Government shall be deemed to have made a prepayment on
the Series 2014A Loan Note, in accordance with the terms of the Series 2014A Loan Agreement, in a
principal amount equal to the aggregate principal amount of the Series 2014A Bonds so redeemed or
purchased.

Application of Proceeds. The Authority shall deposit all proceeds of the Series 2014A Bonds
into the Accounts and Subaccounts in accordance with the Series 2014A Loan Agreement.

Security. The Series 2014A Loan Note is a general obligation of the Government and is secured
by its full faith and credit and taxing power. As further security for the payment of the Series 2014A
Loan Note, the Government grants and pledges to the Trustee a lien and security interest in the Gross
Receipts Taxes (with the exception of the Required Annual Moderate Income Housing Fund Deposit), on
a parity with the Outstanding Bonds, and any other additional parity indebtedness to the extent provided
in the Series 2014A Loan Agreement, and the Government consents to the deposit of the Gross Receipts
Taxes into the Special Escrow Account, as provided for in the Special Escrow Agreement and the
Collecting Agent Agreement.

Representations and Warranties of the Government. The Government makes the following
representations and warranties to the Authority:
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(a) As of the date of the execution and delivery of the Series 2014A Loan Agreement, the
amount of Gross Receipts Taxes anticipated to be collected by the Government is a sum which, during the
period the Series 2014A Loan Note is outstanding, is reasonably expected to be in excess of the amount
necessary to pay the principal of, interest on and all other amounts payable under the Series 2014A Loan
Note and parity obligations as the same becomes due.

(b) The Government is duly authorized and has full power and authority to execute, deliver
and perform its obligations under the Series 2014A Loan Agreement, the Special Escrow Agreement, the
Series 2014A Loan Note and the Collecting Agent Agreement.

(©) The aggregate principal amount of outstanding public indebtedness of the Government is
and, as of the date of issuance and delivery of the Series 2014A Bonds, will be, in compliance with the
limitation on such public indebtedness contained in Section 8(b) of the Revised Organic Act (48 USC
§ 1574(b)(ii)(A)).

(d) The execution, delivery and performance by the Government of the Series 2014A Loan
Agreement, the Special Escrow Agreement, the Series 2014A Loan Note and the Collecting Agent
Agreement (i) have been duly authorized by all necessary action on the part of the Government; (ii) do
not conflict with, or result in a violation of, any provision of law or any order, writ, rule or regulation of
any court or governmental agency or instrumentality binding upon or applicable to the Government; (iii)
do not and will not conflict with, result in a violation of, or constitute a default under, any agreement,
resolution, mortgage, indenture or instrument to which the Government is a party or by which the
Government or any of its property is bound; and (iv) do not and will not result in, or require, the creation
or imposition of any mortgage, deed of trust, pledge, lien, security interest or other charge or
encumbrance of any nature (other than as permitted or arising under the Series 2014A Loan Agreement)
upon or with respect to any property of the Government.

(e) No authorization, consent, approval, permit, license, exemption of or filing or registration
with, any court or governmental department, commission, board, bureau, agency or instrumentality is or
will be necessary for the valid execution or delivery by the Government of the Series 2014A Loan
Agreement or the Series 2014A Loan Note, or for the performance by, or enforcement against the
Government of the Series 2014A Loan Agreement, the Series 2014A Loan Note, the Special Escrow
Agreement, or the Collecting Agent Agreement.

® The Series 2014A Loan Agreement and the Series 2014A Loan Note when executed and
delivered by the other parties thereto, constitute, the legal, valid and binding obligations of the
Government enforceable against the Government in accordance with their terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or other similar
laws hereinafter enacted or principles of equity affecting the enforcement of creditors’ rights generally as
such laws may be applied in the event of insolvency, reorganization or other similar proceeding of, or
moratorium applicable to, the Government. Notwithstanding anything in this subparagraph (f) to the
contrary, the Government acknowledges that the effect of any bankruptcy, insolvency, reorganization,
moratorium or other similar law hereafter enacted by the Government on the enforceability of the
Series 2014A Loan Agreement, the Series 2014A Loan Note, the Special Escrow Agreement or the
Collecting Agent Agreement shall be subject to Article 3 of the Revised Organic Act (48 U.S.C.A.
§ 1561).

(2) The Government is duly authorized under all applicable laws to issue the Series 2014A
Loan Note as general obligation indebtedness of the Government, secured by its full faith and credit and
taxing power and to further secure the Series 2014A Loan Note by pledging and assigning a lien on and a
security interest in the Gross Receipts Taxes (other than the Required Annual Moderate Income Housing
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Fund Deposit) and in all amounts on deposit in the Special Escrow Account for the payment of principal
and interest on the Series 2014A Loan Note and all amounts payable thereunder.

(h) There are no suits, actions, proceedings or investigations pending or, to the best
knowledge of the Government, threatened against or affecting the Government or any of its properties,
before or by any court or governmental department, commission, board, bureau, agency or
instrumentality, seeking to restrain or enjoin, the execution and delivery of the Series 2014A Loan
Agreement or challenging the creation, validity or binding effect of the Series 2014A Loan Agreement,
the Series 2014A Loan Note, the Special Escrow Agreement or the Collecting Agent Agreement or the
ability of the Government to perform its obligations thereunder.

(1) The Government is not, in any material respect, in breach of or in default under any
applicable law or administrative regulation of the United States Virgin Islands or of the United States,
relating, in each case, to the issuance of debt securities by the Government, or any applicable judgment,
decree or loan agreement, note, resolution, ordinance, agreement or other instrument to which the
Government is a party or is otherwise subject, the consequence of which or the correction of which would
contest the creation, validity or binding effect of the Series 2014A Loan Agreement, the Series 2014A
Loan Note, the Special Escrow Agreement or the Collecting Agent Agreement or the ability of the
Government to perform its obligations thereunder.

G) At the time of issuance of the Series 2014A Loan Note, there are no other bonds, notes or
other evidences of indebtedness of the Government outstanding that are secured on a first lien by the
Gross Receipts Taxes other than the Outstanding Bonds.

Affirmative Covenants of the Government. The Government covenants and agrees that so long
as the Series 2014A Loan Note shall remain outstanding and the principal thereof, interest thereon, and all
other amounts payable thereunder shall be unpaid or unprovided for, the Government shall, unless the
Authority and the Trustee shall otherwise consent in writing:

(a) Observe and comply with the terms and conditions of and perform all of its obligations
under the Series 2014A Loan Agreement, under the Series 2014A Loan Note, the Special Escrow
Agreement and the Collecting Agent Agreement, and pay all amounts payable by it thereunder according
to the respective terms thereof.

(b) Promptly notify the Authority and the Trustee in writing of the occurrence of (i) any
Event of Default under the Series 2014A Loan Agreement and (ii) any default under documents
governing any debt of the Government.

(© In furtherance of the pledge of Gross Receipts Taxes set forth in the Series 2014A Loan
Agreement, to ensure (1) the receipt of and the maximization of Gross Receipts Taxes and, if applicable,
the Substitute Revenues, and (2) the deposit of all Gross Receipts Taxes, and, if applicable, the Substitute
Revenues, in the Special Escrow Account of the Government maintained by the Collecting Agent, as
agent for the Special Escrow Agent, pursuant to the Special Escrow Agreement and the Collecting Agent
Agreement, or such other place as the Government, with the consent of the Authority and the Trustee,
may designate in writing.

(d) Observe and comply with the terms and conditions of and perform all of its obligations
under the Special Escrow Agreement and the Collecting Agent Agreement.

(e) At all times while the Series 2014A Loan Note is outstanding, to the extent permitted by
law, defend, preserve and protect the pledge of the Gross Receipts Taxes and, if applicable, the Substitute
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Revenues, under the Series 2014A Loan Agreement and the security interest under the Special Escrow
Agreement in all amounts on deposit or required to be deposited in the Special Escrow Account and all
rights of the holders of the Series 2014A Loan Note against all claims and demands of all third parties.

€9} Consent to the assignment, pursuant to the Indenture, of all right, title and interest of the
Authority therein, and all amendments, modifications and renewals thereof, to the Trustee, reserving to
the Authority, however, the rights providing that notices and other communications be given to the
Authority.

(2) Provide to the Authority and the Trustee within 180 calendar days of the end of each
Fiscal Year a financial report summarizing annual receipts of Gross Receipts Taxes and, if applicable the
Substitute Revenues.

(h) In the event that the Government discontinues the imposition of the Gross Receipts Taxes
and the Government substitutes another stream of revenues in lieu thereof (the “Substitute Revenues”),
the Government shall pledge such Substitute Revenues to repayment of the Series 2014A Loan Note.

(1) The Government shall deliver or cause to be delivered to the Trustee no later than each
December 31 occurring on or after December 31, 2015, a written certification of the Director of the
Office of Management and Budget or of the Commissioner of Finance of the Government containing a
computation of the Surplus Available Revenues of the Government, if any, as of the immediately
preceding October 1.

) From October 1, 2015 until all Series 2014A Bonds are retired, in the event the
Government has any Surplus Available Revenues as of any October 1, as set forth in the certificate
delivered to the Trustee pursuant to subparagraph (a) above, the Government shall either (i) purchase
Non-AMT Tax-Exempt investments in the principal amount of such Cumulative Available Revenues, or
(i1) within ninety (90) days thereafter, apply or cause to be applied an amount equal to the Cumulative
Available Revenues as of such October 1, to redeem or purchase and retire the Series 2014A Bonds in
accordance with the terms of the Arbitrage and Use of Proceeds Certificate executed with respect to such
Series 2014A Bonds; provided, however, that any redemption is only required to be conducted in
accordance with the optional redemption provisions of the Indenture. To the extent moneys on deposit in
the Series 2014A Restricted Moneys Subaccount are applied to pay any redemption or purchase price, in
accordance with the terms of the Arbitrage and Use of Proceeds Certificate pursuant to this
subparagraph (j), the Government’s obligations will be deemed satisfied to the same extent. In the event
that any portion of such Surplus Available Revenues cannot be applied to purchase and retire a portion of
the Series 2014A Bonds because insufficient Series 2014A Bonds are tendered for purchase by the
holders thereof, the Government shall deliver to the Trustee for deposit into the Series 2014A Restricted
Moneys Subaccount of the Series 2014A Bonds Redemption Subaccount, any unexpended Surplus
Available Revenues.

k) In the event there are any Cumulative Available Revenues or any Surplus Available
Revenues, so long as there are any Series 2014A Bonds Outstanding, the Government may apply such
Cumulative Available Revenues or Surplus Available Revenues, as the case may be, to redeem or
purchase and retire any other tax-exempt Bonds of the Government in accordance with the Seventeenth
Supplemental Indenture and the terms of the Arbitrage and Use of Proceeds Certificate.

)] Notwithstanding the foregoing provisions, the Government shall not be required to
purchase and retire any Series 2014A Bonds (pursuant to subparagraph (j) above), or to cause a
redemption of such Series 2014A Bonds (pursuant to subparagraph (k) above) if, on or before the
December 1 immediately following the applicable October 1, the Government delivers or causes to be
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delivered to the Authority and the Trustee, an opinion of Bond Counsel to the effect that purchase or
redemption is not required under the Code in order to maintain the exclusion from gross income for
federal income tax purposes of interest on such Series 2014A Bonds.

Negative Covenants of the Government. The Government covenants and agrees that so long as
the Series 2014A Loan Note shall remain outstanding and the principal thereof or interest thereon shall be
unpaid or unprovided for, the Government shall not:

(a) Revoke or terminate the Special Escrow Agreement or the Collecting Agent Agreement.

(b) Cause or permit the Authority to issue any Additional Bonds under the Indenture other
than in conformance with the terms thereof.

(©) Take any action, or fail to take any action, if any such action or failure to take action
would adversely affect the exclusion from gross income of the interest payable by the Series 2014A
Bonds, under Section 103 of the Code. The Government will not directly or indirectly use or permit the
use of any proceeds of the Series 2014A Bonds or take or omit to take any action that would cause the
Series 2014A Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code or private
activity bonds with the meaning of Section 141 of the Code. To that end, the Government will comply
with all requirements of Section 148 of the Code and Section 141 of the Code to the extent applicable to
the Series 2014A Bonds.

(e) Take any actions that would, directly or indirectly result in (1) the repeal, rescission or
other termination of the effectiveness of Title 33, Section 43 of the Virgin Islands Code (the “Gross
Receipts Taxes Act”), (2) a reduction in the rate or rates at which the Gross Receipts Taxes are imposed
or levied, or (3) a restriction or reduction in the application of the Gross Receipts Taxes; provided,
however, that the covenants contained in this subparagraph (e) shall not restrict the Government’s right to
provide exemptions to any eligible businesses which apply for new or renewal benefits pursuant to Title
29, Chapters 12 and 13 of the Virgin Islands Code, pertaining to the industrial development program or
any similar incentive program determined by the Government to be in the best economic interest of the
Government, so long as the grant of any such exemptions do not cause the aggregate Gross Receipts
Taxes estimated to be collected thereafter in any fiscal year of the Government to be less than 150% of
the maximum Adjusted Debt Service Requirement on Outstanding Bonds and all outstanding parity
indebtedness, for the current and any subsequent Bond Year, such determination to be made only as of the
date of the grant of any such exemptions.

) Take any actions or fail to take any actions which will limit, restrict, or in any way impair
the collection, transfer, deposit, or disbursement of the Gross Receipts Taxes in accordance with the terms
of the Series 2014A Loan Agreement, the Special Escrow Agreement and the Collecting Agent
Agreement.

Affirmative Covenants of the Authority. If the Authority shall pay or cause to be paid, or there
shall otherwise be deemed to be paid to the Owners of all the Series 2014A Bonds the principal,
Redemption Price, if applicable, and interest due or to become due thereon and such other amounts as are
set forth therein, at the times and in the manner stipulated in the Series 2014A Bonds and in the Indenture,
and the Trustee and Paying Agent shall pay over or deliver to the Authority all moneys or securities held
by them upon defeasance pursuant to the Indenture, then the Authority shall credit ratably (or otherwise
as directed in writing by the Government) against amounts due under the Series 2014A Loan Note any
moneys and securities thereupon remaining and held under the Indenture, including amounts, if any, on
deposit in the Debt Service Reserve Subaccounts, and transfer such remaining money and securities to, at
the direction of, or on behalf of the Government.
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The Authority shall use its best efforts to cause the Government to comply with the covenants set
forth in the Series 2014A Loan Agreement.

Event of Default. The occurrence of any of the following events shall be an “Event of Default”
under the Series 2014A Loan Agreement:

(a) The Government shall fail to pay when due any amount payable on the Series 2014A
Loan Note; or

(b) The Government shall fail to deposit or cause to be deposited into the Special Escrow
Account, within one Business Day after the date required under the Special Escrow Agreement, any
Gross Receipts Taxes collected by the Government or, in the event such failure is caused by reason of
“force majeure” (as defined in the Series 2014A Loan Agreement), on the first Business Day on which,
in the reasonable judgment of the Government, the condition which gave rise to such force majeure no
longer prevents the Government from making such deposit. The determination of whether a failure to
make a deposit of Gross Receipts Taxes as required by the Special Escrow Agreement is due to force
majeure shall be made in the reasonable judgment of the Government, upon telephonic written notice to
the Trustee, if possible; or

(©) The Government shall fail to perform or observe any term, covenant or agreement
contained in the Series 2014A Loan Agreement, the Special Escrow Agreement or the Collecting Agent
Agreement on its part to be performed or observed and any such failure shall remain unremedied for
thirty (30) days after written notice thereof shall have been given to the Government by the Authority or
the Trustee, provided, however, that if said default be such that it cannot be corrected within the
applicable period, it shall not constitute an Event of Default if corrective action is instituted by the
Government within the applicable period and diligently pursued until the default is corrected; or

(d) An “Event of Default” under the Indenture; or

(e) The taking of any action that would directly or indirectly result in the repeal, rescission,
amendment or other termination of the effectiveness of the Government’s pledge of its security interest in
the Gross Receipts Taxes and, if applicable, any Substitute Revenues.

Rights on Default. If an Event of Default shall occur and shall not have been remedied, then,
and in every such case, past due principal and interest will continue to accrue under the Series 2014A
Loan Note after such default and the holders of the Series 2014A Loan Note may do one or more of the
following: (i) sue to collect sums due under such Series 2014A Loan Note, (ii) compel to the extent
permitted by law, by mandamus or otherwise, the performance by the Government of any covenant made
in the Series 2014A Loan Agreement or the Series 2014A Loan Note, and (iii) examine the books and
records of the Government to account for all moneys and securities constituting the Gross Receipts Taxes
and all other revenues of the Government.

Continuing Obligation. Until the date on which all amounts due and owing to the Authority
from the Government pursuant to the Series 2014A Loan Note shall have been paid in full or otherwise
provided for, the Series 2014A Loan Agreement is a continuing obligation of the Government and shall
(i) be binding upon the Government, its successors and assigns and (ii) inure to the benefit of and be
enforceable by the Authority and the Trustee and their respective successors, transferees and assigns.

Amendments, Changes and Modifications. The Governor, on behalf of the Government, with

the consent of the Authority or the Authority, with the consent of the Government and the Trustee, may
cause to be executed a supplement to the Series 2014A Loan Agreement curing any ambiguity or curing,
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correcting or supplementing any defect or inconsistent provision contained in the Series 2014A Loan
Agreement or making such provisions in regard to matters or questions arising in the Series 2014A Loan
Agreement as may be necessary or desirable and as shall not materially adversely affect the interests of
the holders of the Series 2014A Loan Note. Such supplement shall become effective upon the filing with
the Government an instrument of the holders of the Series 2014A Loan Note approving such supplement.
In addition, the Government may cause to be executed a supplement to the Series 2014A Loan Agreement
at any time and from time to time modifying any provision of the Series 2014A Loan Agreement with the
consent of the holders of the Series 2014A Loan Note, except as provided in the Indenture.
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APPENDIX D
INFORMATION REGARDING THE UNITED STATES VIRGIN ISLANDS

The information in this Appendix was obtained from the Government and has not been
independently verified by the Authority, Jefferies or Bostonia.

Economic and Demographic Information

Geography, Landscape and Climate. The United States Virgin Islands — also known as the U.S.
Virgin Islands or more commonly as the Virgin Islands — is located some 1,600 miles southeast of New
York City, about 1,075 miles from Miami, and 60 miles east of Puerto Rico. Approximately 70 small
islands, islets and cays make up the Virgin Islands. The principal islands are St. Croix, St. Thomas, St.
John and Water Island. St. Croix, the largest of the four islands, has an area of 84 square miles and lies
entirely in the Caribbean Sea. It is marked by undulating hills that rise gently to the north and lagoons
that lie on the south coast. It has two main urban centers — Christiansted to the north and Frederiksted to
the west, both of which lie on a broad central plain. St. Thomas, which lies approximately 35 miles north
of St. Croix, is 32 square miles in area. It is distinguished by a ridge of east-west hills that rise abruptly
from the sea. It is marked by numerous sandy beaches along the shoreline, including Magens Bay, which
1s considered to be one of the finest beaches in the Caribbean. The main urban center, Charlotte Amalie,
which also is the capital of the Virgin Islands, is surrounded by a protected deep water harbor. St. John is
a 20-square mile area located approximately three miles east of St. Thomas. Its topography is similar to
St. Thomas with steep, rugged hills and white-sandy beaches. About two-thirds of the island is preserved
as the Virgin Islands National Park. Water Island is located approximately one-half mile from the harbor
in Charlotte Amalie. In December 1996, Water Island was transferred to the Virgin Islands from the
exclusive jurisdiction of the United States Department of Interior. The Virgin Islands has temperatures
ranging between 70°F and 90°F with an average of 78°F. Humidity is low and annual rainfall averages
40 inches. However, three hurricanes since 1989 — Hugo, Marilyn and Bertha — caused considerable
damage to all four islands.
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Population. In July 2014, the month in which the 2012 United States Virgin Islands Community
Survey data was released, the population of the Virgin Islands was estimated at 105,954, a decrease of
0.3% from an estimated 106,280 in 2011, with 54,964 people on St. Thomas and St. John and 50,990
people on St. Croix. The following table details the Virgin Islands population from 2004 through 2013.
The United States Virgin Islands Community Survey was not conducted for 2011; as a result, the
population for calendar year 2011 was estimated by interpolation. The population estimate for calendar
year 2013 will be reconciled after the release of the 2013 United States Virgin Islands Community Survey
in 2015.

Table D-1. Virgin Islands Population
Calendar Years 2004-2013

Percentage Increase

Year Population (Decrease)

2004 111,459 -

2005 111,470 0.6%

2006 113,689 2.0%

2007 114,743 0.9%

2008 115,852 1.0%

2009 107,343 (7.3%)

2010 106,405 (0.9%)

2011 106,280 (0.1%)

2012 105,954 (0.3%)

20130 105,729 (0.2%)
Sources: United States Census Bureau and the United States Virgin Islands Bureau of Economic
Research.
1. The Virgin Islands population data for calendar year 2013 is estimated and is subject to revision.
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Employment

Table D-2 sets forth Virgin Islands labor and employment statistics and Virgin Islands and United
States unemployment rates from 2004 through 2013. Civilian employment in the Virgin Islands grew
from 2004 through 2008, reaching a peak of 49,677 in 2008. The improvement in the job market during
that period was largely a result of an increase in private sector jobs, particularly in construction and
financial services. By the end of 2013, civilian employment had dropped to 41,207.

From 2004, when the unemployment rate in the Virgin Islands rose to 7.8%, primarily as a result
of the completion of construction of the HOVENSA coker plant (as described herein), which employed
approximately 2,000 construction workers, the unemployment rate steadily declined through 2008 to
5.8%. As a result of the global financial crisis, however, the unemployment rate increased between 2009
and 2011, reaching an annual rate of 8.9% in 2011. In January 2012, HOVENSA announced that it would
close its oil refining facilities on St. Croix and lay off approximately 1,200 employees and 950
subcontractors. The unemployment rate increased in 2012 to an annual rate of 11.7%. By the end of
2013, the unemployment rate had increased to 13.4%.

The following table sets forth the Virgin Islands labor and employment statistics and the Virgin
Islands and the United States unemployment rates from 2004 through 2013.

Table D-2. United States Virgin Islands Labor Force,
Employment and Unemployment Rates and
United States Unemployment Rates

2004-2013
Unemployment

Rate United Unemployment

States Virgin Rate United
Year Labor Force Employment Islands States
2004 50,066 46,295 7.8 5.5
2005 50,906 47,301 7.1 5.1
2006 50,794 48,640 6.2 4.6
2007 52,670 49,547 5.9 4.6
2008 52,710 49,677 5.8 5.8
2009 52,861 48,863 7.6 9.3
2010 51,424 47,272 8.1 9.6
2011 50,729 46,121 8.9 8.9
2012 50,577 44,659 11.7 8.1
2013 47,558 41,207 13.4 7.3

Sources: United States Virgin Islands Department of Labor, Bureau of Labor Studies Reports, and the U.S. Department of Labor,
Bureau of Labor Statistics.
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In calendar year 2013, employment in all sectors of the Virgin Islands economy was adversely
affected by the HOVENSA refinery closure and the aftermath of the global recession, with the majority of
the losses concentrated in manufacturing, construction, goods production, and other services. The
manufacturing sector was affected most significantly, reflecting a 41.6% decline in the number of persons
employed in calendar year 2013, as compared to calendar year 2012.

Private sector employment growth is fueled primarily by tourism and trade related services, while
public sector employment consists of jobs with the Government and the U.S. federal government. The
Government is the largest employer in the public sector, representing over 90% of all public sector jobs.

Table D-3 details the Virgin Islands annual wage and salary employment statistics from calendar
year 2009 to 2013.

Table D-3. Annual Wage and Salary Employment United States Virgin Islands
Calendar Year 2009-2013""

2009 2010 2011 2012 2013

Private sector:

Construction & mining ............cceeeevneen. 2,081 2,099 2,055 1,739 1,647

Manufacturing .........c.cceeevereververcnennenns 2,192 2,120 2,096 1,151 672

Transportation, communication &

public Utilities .......cccceevveeerierieieerieiens 1,577 1,579 1,491 1,481 1,494

Wholesale & retail trade ....................... 6,825 6,706 6,846 7,002 6,755

Finance, insurance & real estate ........... 2,458 2,360 2,375 2,276 2,236

Leisure and Hospitality .........c.ccc......... 6,952 7,296 7,372 7,293 7,247

Information ........ccccceevevvveeeiviieeeineenn 777 768 801 804 769

Services (professional, business,

education, health) ...........cccceeieeiinnnin. 9,120 9,143 9,738 9,220 9,082

Total Private Sector® ..........cceeueevenuens 30,680 31,029 31,242 28,990 27,681
Public sector:

U.S. federal government ....................... 1,001 962 937 946 952

V.I. Government ........cccceeeeeeeeveveeeeennnnnn. 12,009 12,116 11,540 10,530 10,071

Total Public Sector 13,010 13,078 12,477 11,476 11,023
Total .. 43,690 44,107 43,719 40,466 38,704

Source: United States Virgin Islands Department of Labor, Bureau of Labor Statistics.

1. Some figures may not add due to rounding.
Total Private Sector represents an aggregate of goods- and service-related employment adjusted to exclude all government
employment. Given the level of aggregation of the private sector employment, total employment detail by sector will not
add to the total.
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Table D-4 lists the largest private sector employers in the Virgin Islands as of December 31,
2013.

Table D-4. United States Virgin Islands Largest Employers
(Private Sector)

December 31, 2013
Name of Employer Principal Business

K-Mart Corporation Department Store
Ritz-Carlton Hotel VI Inc. Resort Hotel
Innovative Telephone Corporation Utility

CBI Acquisitions, LLC Grocery Store
Westin St. John Hotel, Inc. Resort Hotel
Marriott Hotel Services Frenchman’s Reef Resort Hotel
HDVI Holding Company, Inc. Maintenance
Sugar Bay Club & Resort, Corporation Resort Hotel
First Bank - Virgin Islands Bank
Cost-U-Less Corporation Grocery Store
Peak Maintenance, LLC Maintenance

Source: United States Virgin Islands Department of Labor, Bureau of Labor Statistics.
Tax Incentives Programs
Economic Development Commission

The Government offers various tax incentives that promote industrial and economic development
in the Virgin Islands. The most notable incentive program was created by the Legislature in
October 1975. The Economic Development Commission (the “EDC”) was created to promote the
growth, development and diversification of the economy of the Virgin Islands (the “EDC Program”).
Qualifying businesses — corporations, partnerships or sole proprietorships — receive various benefits if
they meet certain criteria set forth in the legislation. Gross Receipts Taxes are eligible for abatement by
the EDC that could result in a reduction of Gross Receipts Taxes payable to the Government.

To qualify for tax incentives, investors must invest at least $100,000, exclusive of inventory, in
an eligible business and employ at least ten persons on a full-time basis. For financial service businesses,
employment requirements are reduced to a minimum of five persons on a full-time basis. Eighty percent
of all employees must be residents of the Virgin Islands. Small, locally-owned businesses may receive
EDC benefits for a minimum of five years or up to half the term of the regular program if they invest at
least $20,000 and have at least two full-time employees. A beneficiary receives a substantial reduction in,
or an exemption from, all taxes imposed on businesses, including the Gross Receipts Taxes. Most
importantly, the economic development legislation permits a 90% income tax reduction, resulting in a
maximum tax rate of less than 4% on income for approved operations. Tax benefits also extend to
passive income from certain qualifying investments, such as the Virgin Islands government obligations.
The 90% reduction extends to dividends received by a beneficiary’s Virgin Islands resident shareholders.
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As of March 31, 2014, 77 businesses actively conducted operations under the EDC Program.
Applicants that are granted benefits are permitted to commence receiving benefits at some point during
the first five years of operation of their enterprise. The first publicly traded Virgin Islands’ company
under the Economic Development Program is Altisource Asset Management Corp. On December 21,
2012, Altisource became a stand-alone public company. Altisource was issued an EDC
certificate on March 22, 2013. The application unit of the EDC is proactive in ensuring that applicants
are engaged in pre-application meetings to provide information on the application process and the benefits
of doing business in the Virgin Islands. EDC provides services to EDC applicants to facilitate and
support applicants in the activation process and a retention program to assist with compliance with EDC
program requirements and encourage growth and expansion of each applicant. The EDC follows up with
applicants to offer assistance during the process of election to commence benefits and encourages new
applicants to commence benefits within one year of the Governor’s approval.

To encourage self-compliance, the EDC provides an orientation to all beneficiaries, as part of
which beneficiaries receive information on the performance of the terms of their contract with the
Government, compliance with all applicable local and Federal laws and regulations and the reporting
requirements of the program. The EDC has in place compliance monitoring mechanisms, including an
annual compliance conference. The EDC also assists beneficiaries in coordinating with other government
agencies responsible for administering provisions of the incentive program to ensure compliance with the
program requirements. In cases of non-compliance, the EDC assesses fines and holds show cause
hearings, which allow the EDC to revoke, suspend or modify benefits and to require beneficiaries who
have failed to comply with EDC conditions.

The EDC Program allows qualifying investors to receive extensions or renewals of tax benefits,
provided such investors fulfill certain criteria, including the ability to continue to promote economic
development in the Virgin Islands. The EDC has submitted proposed legislation to extend the benefit
periods and to enhance EDC program effectiveness. The EDC is actively marketing its programs to new
businesses in growing industries such as financial services, tourism, marine and medical technology-
based enterprises, which will further stimulate the economy of the Virgin Islands by providing positions
for skilled labor and college educated personnel.

For more information on restrictions on the Government’s right to provide exemptions to eligible
businesses from paying Gross Receipts Taxes, see “CERTAIN BONDHOLDER RISKS - Gross Receipts
Taxes.”

The following is a table setting forth the EDC’s historical applicant information.

Table D-5. Economic Development Commission - Historical Applicant Information
Fiscal Years 2009-2013

2009 2010 2011 2012 2013
Number of Applications Received 24 11 20 23 20
Number of Applications Approved 10 3 11 10 8
Number of Applications Denied or Tabled 1 1 2 0 2
Applications Pending 13 7 7 13 10
New Job Opportunities 282 60 236 256 329
Approximate Wages by New Applicants $13,507,347 $1,888,379 $6,517,410 $16,070,868  $23,044,827
Minimum Potential Investment of New Applicants ~ $67,391,888 $10,393,300 $93,076,000 $46,946,884 $89.,870,777

Source: Government of the Virgin Islands Economic Development Authority Annual Reports Fiscal Year 2009-2013 (each a “VIEDA
Annual Report”).

1. The fiscal year 2011 data was restated in the VIEDA Annual Report for fiscal year 2012 and such restated data is included in
Table D-5.
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Section 934 Tax Incentives

Pursuant to 26 U.S.C. § 934 (“Section 934 Tax Incentives”), the Government, through the EDC,
may provide certain reductions in income tax liability incurred to the Virgin Islands. Such tax reductions
are permitted for (i) income derived from sources within the Virgin Islands or income effectively
connected with the conduct of a trade or business within the Virgin Islands, (ii) income tax liability paid
by citizens or residents of the United States, and (iii) income that is (a) derived by qualified foreign
corporations from sources outside the United States and (b) not effectively connected with the conduct of
a trade or business within the United States. Section 934 Tax Incentives may have the effect of reducing
the amount of income tax paid to the Government. Such tax incentives, however, may increase the
conduct of business that results in other economic benefits to the Virgin Islands.

Tax Increment Financing

In June 2008, the Government enacted the Tax Increment Financing (“TIF”) legislation as an
additional economic development tool. In September 2008, the Economic Development Authority
certified the Island Crossings Shopping Center (the “ICSC”) on St. Croix as the Virgin Islands’ first TIF
area and authorized the issuance of up to $30 million in tax-exempt bonds to finance a portion of the costs
of a 43 acre mixed-use sustainable development project to be constructed on the ICSC site and anchored
by a Home Depot store. The first series of bond anticipation notes, which are secured, in part, by the
incremental increase in gross receipts tax and real property tax revenues generated at the ICSC site, were
issued in September 2009. The Government converted the bond anticipation note to a five (5) year term
loan on October 1, 2012. The Home Depot store on St. Croix commenced operations in September 2011.
ICSC continues to seek additional tenants to the TIF area.

Hotel Development

In October 2011, the Government enacted the Hotel Development Act of 2011 as an additional
tool to attract hotel development in the Virgin Islands. To date, three hotel developers have expressed
an interest in the program. The EDA has submitted proposed amendments to the law to enhance hotel
development by prospective developers.

Grant Financing

In order to expand the rum industry in the Virgin Islands, in June 2008, the Government entered
into a thirty (30) year agreement with Diageo USVI, pursuant to which Diageo USVI agreed to build and
operate on St. Croix a distillery for production, and warehouses for the storage, of bulk rum used in the
production of Captain Morgan branded products in St. Croix in return for certain economic development
incentives from the Government, including a grant to finance the costs of the Diageo Project. In
exchange for such incentives, in addition to agreeing to develop the Diageo Project, Diageo USVI agreed
(1) that on or about January 1, 2012, all bulk rum used in the production of Captain Morgan branded
products sold in the United States would be produced at the Diageo Distillery, (ii) to minimum rum
production thresholds starting at 1.5 million proof gallons in fiscal year 2012, and (iii) to certain
liquidated damages payable to the Government in the event there is a material default of Diageo USVI’s
obligation to meet certain rum production thresholds within the timeframes set forth in the Diageo
Agreement and the Diageo Agreement is terminated.

Similarly, in October 2009, the Government entered into an agreement with Cruzan, pursuant to
which Cruzan agreed, subject to certain conditions, to develop and construct the Cruzan Project and to
distill at the Cruzan Facility all rum for sale into the United States, in exchange for certain economic
development incentives to be provided by the Government to Cruzan, including a grant to finance the
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costs of the Cruzan Project (the “Cruzan Agreement”). In December 2009, the Government provided
grant financing in the amount of $35 million for the construction of a wastewater treatment facility, which
was completed in the summer of 2012. The Cruzan Agreement was amended in March 2012 to provide
Cruzan with additional financial support from the Government as a result of changed circumstances in the
United States rum market and volatility in the sugar markets. Pursuant to legislation signed into law in
June 2014, additional payments were authorized to ensure Cruzan’s ability to compete in the United
States rum market.

Transportation

The Virgin Islands are accessible by air from around the world and several major airlines offer
flights from the United States mainland to the Virgin Islands. The Cyril E. King Airport Terminal on St.
Thomas was completed and opened in October 1990. The expansion of the runway to 7,000 feet was
completed and placed into service in December 1992. Major renovation and expansion of the Henry E.
Rohlsen Airport Terminal on St. Croix was completed in January 2002. The renovation doubled the
terminal’s existing square footage to 181,000 square feet and expanded the runway to 10,000 feet.

Inter-island transportation between St. Thomas and St. Croix is provided by seaplane and regular
ferry service. The island of St. John can be reached by ferry service. Inter-island ferry service also
provides passenger service between St. Thomas and the nearby British Virgin Islands several times a day.
The Virgin Islands’ internal transportation needs are served by a large number of taxis, taxivans, open-air
buses, the public transit system (VITRAN) and rental cars.
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Tourism

Tourism is the Virgin Islands’ largest industry and represents the largest business segment in the
private sector.

Visitor Arrivals

After a decrease in tourism in 2001 and 2002, following the September 11, 2001 terrorist attacks
in the United States, the tourism industry was uneven from 2003 through 2007, and then worsened in
2008 and 2009 as a result of the global economic crisis. The tourism industry began to improve in 2010
and total visitor arrivals in the Virgin Islands in 2011 were 2,687,952, which was a 5.5% increase over
2010 and was largely attributable to an increase in cruise passenger arrivals. However, for calendar year
2013, total visitor arrivals increased by 1.8% as compared to calendar year 2012.

In 2013, cruise passenger arrivals in St. Thomas and St. John increased by 5.4%, while cruise
passenger arrivals in St. Croix decreased by 14.1%, as compared to 2012. However, air visitor arrivals in
St. Thomas and St. John decreased by 1.8%, while St. Croix air arrivals decreased by 15.3%, as compared
to 2012. Table D-6 details visitor arrivals in the Virgin Islands from 2009 to 2013.

Table D-6. United States Virgin Islands Visitors Arrivals
Calendar Years 2009-2013
(in thousands, unless otherwise noted)

2009 2010 2011 2012 2013
St. Thomas/St. John:
Air Visitors 5325 542.0 530.9 580.3 570.0
Cruise Passengers 1,507.6 1,751.2 1,887.0 1,790.6 1,886.6
Total Visitors 2,040.1 2,293.3 2,418.0 2,370.9 2,456.6
Number of Cruise Ship Visits" 593 631 643 616 579
St. Croix:
Air Visitors 130.3 147.8 146.3 157.0 133.0
Cruise Passengers 105.1 149.4 158.1 117.2 100.7
Total Visitors 2354 297.2 304.5 297.2 233.7
Number of Cruise Ship Visits" 48 67 72 54 43
Total U.S. Virgin Islands:
Air Visitors 662.8 689.7 677.1 737.6 703.0
Cruise Passengers 1,582.3 1,858.9 2,009.0 1,904.5 1,987.3
Total Visitors 2,245.0 2,548.7 2,687.9 2,642.1 2,690.3
Number of Cruise Ship Visits" 621 680 698 667 622

* Actual, not thousands. Totals by island include first and second port of entry arrivals. Total arrivals for the Virgin Islands
include first territorial port of entry only; passengers visiting more than one U.S. Virgin Island during the same cruise are only
counted once in the Virgin Islands total. Consequently, the Virgin Islands total will always be less than or equal to the sum of
the two island totals as indicated.

Source: United States Virgin Islands Bureau of Economic Research.



Hotel and Condominium Occupancy

In calendar year 2013, reported hotel and condominium occupancy increased to 53.8% from
50.8% in 2012. The reported number of hotel and condominium rooms decreased in 2013 to 5,016 from
5,030 in 2012. Table D-7 sets forth the statistics for hotel and other tourist accommodations from 2009 to
2013.

Table D-7. United States Virgin Islands Hotel and Other Tourist Accommodations
Calendar Years 2009-2013

2009 2010 2011 2012 2013
St. Thomas/St. John:
Total rooms/units 3,749 3,799 3,667 3,809 3,796
Number of hotels 30 30 30 29 28
Hotel rooms 2,909 2,963 2,833 2,948 2,972
Condominium/other units 840 836 834 862 825
Occupancy rate (percent) 60.2 60.7 53.8 53.9 57.8
St. Croix:
Total rooms/units 1,200 1,209 1,222 1,221 1,220
Number of hotels 16 17 17 17 17
Hotel rooms 900 915 926 926 925
Condominium/other units 300 295 296 295 295
Occupancy rate (percent) 38.6 45.8 45.1 41.4 41.2
Total U.S. Virgin Islands:
Total rooms/units 4,948 5,008 4,889 5,030 5,016
Number of hotels 46 47 47 46 44
Hotel rooms 3,809 3,878 3,759 3,874 3,874
Condominium/other units 1,139 1,131 1,130 1,157 1,120
Occupancy rate (percent) 54.9 57.1 52.1 50.8 53.8

Source: United States Virgin Islands Bureau of Economic Research.
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Visitor Expenditures

Total expenditures by all visitors (tourists, cruise passengers and other excursionists) to the
Virgin Islands totaled $1,152.8 million in 2012 and $1,232.2 million in 2013, which represents an
increase of approximately 7%. Table D-8 details visitor expenditures in the Virgin Islands from 2009 to
2013. The visitor expenditures data for calendar years from 2010 to 2013 were estimated using annual
export services estimates derived from the 2013 Territorial Gross Domestic Product.

Table D-8. United States Virgin Islands Visitor Expenditures
Calendar Years 2009-2013
($ in millions)

2009 2010 2011 2012 2013
Tourists $687.4 $680.2 $740.6 $784.7 $851.0
Excursionists:
Day-trip by air 28.6 28.0 329 354 36.1
Cruise passengers 305.3 304.3 311.8 332.7 345.1
Total 333.9 3323 344.7 368.1 381.2
Total Expenditures $1,021.3 $1,012.5 $1,085.3 $1,152.8 $1,232.2

Source: United States Virgin Islands Bureau of Economic Research.

The Virgin Islands benefits from a $1,600 duty-free exemption for articles purchased in the
Virgin Islands and either mailed or taken back to the United States mainland once each 30 days without
regard to the length of stay abroad, while other countries in the Caribbean basin only have a $800 duty-
free exemption (a two-to-one advantage). In addition, each adult is permitted to take up to 1.2 gallons of
duty-free liquor as compared to one quart from other areas. In response to falling U.S. tariff rates and
increased competition from Caribbean neighbors, local customs duties and excise taxes were removed
from selected tourist-oriented merchandise in 1982. As a result, prices of various luxury items, such as
jewelry, china, cameras, leather goods, perfumes, watches and clocks, can be significantly below average
United States mainland prices.
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Per Capita Income

The following table sets forth the Virgin Islands and the United States per capita income for
calendar years 2004 through 2013.

Table D-9. Comparative Per Capita Income United States Virgin Islands and United States
Calendar Years 2004-2013
(current dollars)

Annual
Percentage Annual Percent
United States Increase Increase

Year Virgin Islands (Decrease) United States (Decrease)
2004 19,045 5.2 33,909 5.0
2005 20,620 8.3 35,452 4.6
2006 21,711 53 37,725 6.4
2007 22,658 4.4 39,506 4.7
2008 22,947 1.3 40,947 3.6
2009 23,931 4.3 39,357 (3.9)
2010 25,580 6.9 40,163 2.0
2011 25,001 (2.3) 42,298 53
2012 23,202 (7.2) 43,735 34
2013 23,314 0.5 44,543 1.8

Sources: U.S. Bureau of Economic Analysis and United States Virgin Islands Bureau of Economic Research.
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Construction and Real Estate

From 2012 to 2013, the total approved value of building construction permits for all of the Virgin
Islands, an indicator of current and future industry activity, increased by 10.8%. From 2012 to 2013, the
total number of homes sold in the Virgin Islands increased by 34.9%, while the total number of
condominiums sold in the Virgin Islands decreased by 41.7%. The local realty industry reported a 49.6%
increase in the average home sales price for St. Thomas/St. John resulting from a significant increase in
prices of homes sold on those islands. The following tables detail the value of construction permits and
the residential real estate market sales in the Virgin Islands from 2009 to 2013.

Calendar Years 2009-2013

Table D-10. United States Virgin Islands Value of Construction Permits

Total Percent St. Thomas/ Percent Percent

USVI Increase St. John Increase St. Croix Increase
Year (millions) (Decrease) (millions) (Decrease) (millions) (Decrease)
2009 261.8 4.4) 79.0 (53.3) 175.9 96.5
2010 187.2 (4.2) 80.6 2.0 106.5 (39.5)
2011 179.1 4.3) 87.9 9.1 91.1 (14.5)
2012 141.4 (21.0) 85.2 3.2) 56.3 (38.3)
2013 156.7 10.8 114.9 34.9 41.8 (25.7)

Source: United States Virgin Islands Bureau of Economic Research.

Table D-11. United States Virgin Islands Residential Real Estate Market Sales Analysis
Calendar Years 2009-2013

St. Thomas/ St. John:

Number of Homes Sold

Average Home Sales Price ($)......cccocuee.
No. of Condominium Sales.............ccc.c......
Average Condominium Sales Price ($)

St. Croix:

Number of Homes Sold

Average. Home Sales Price ($)......c...........
No. of Condominium Sales........................
Average Condominium Sales Price ($)

Total U.S. Virgin Islands:

Number of Homes Sold
Average Home Sales ($)

No. of Condominium Sales........................
Average Condominium Sales Price ($)

2009 2010 2011 2012 2013

126 120 138 146 194
591,904 588,214 684,213 476,745 713,183
92 190 99 297 116
263,059 244,013 198,075 259,862 250,114
172 158 134 106 146
356,954 388,536 379,024 391,310 306,083
60 63 63 39 80
234,619 178,533 210,361 154,485 147,438
298 278 272 252 340
456,295 474,728 533,862 440,808 538,369
152 253 162 336 196
251,832 227,708 202,852 247,630 208,205

Source: United States Virgin Islands Bureau of Economic Research.
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Financial Management, Budgeting and Controls

Budgetary Process. The fiscal year of the Government begins on October 1 of each year. The
Governor is required by law to submit to the Legislature an annual budget of capital improvements and
operating expenses for the following fiscal year no later than May 30. In a letter dated May 30, 2014, the
Governor notified the Legislature that the fiscal year 2015 budget would not be submitted by the statutory
deadline. The delay in the submission of the fiscal year 2015 budget was primarily a result of the ongoing
financial crisis resulting from the continued effects of the global economic recession and the closing of
the HOVENSA facility in St. Croix. The fiscal year 2015 budget was submitted by the Governor to the
Legislature on June 16, 2014, and is expected to be approved by the Legislature by September 30, 2014.

The annual budget is prepared by the Virgin Islands Office of Management and Budget
(“OMB?”), working in conjunction with other Government departments and instrumentalities. If a budget
has not been approved before the commencement of any fiscal year, then the appropriations for the
preceding fiscal year, insofar as they may be applicable, are automatically deemed re-appropriated item
by item.

The Legislature, in its consideration of the budget for each fiscal year, may modify the
Governor’s submission. The Legislature is obligated by law to pass a final budget no later than
September 30, the last day of the fiscal year. Upon passage by the Legislature, the budget is submitted to
the Governor, who may eliminate any item by a line-item veto but not increase or insert any new item in
the budget. The Governor also may veto the budget in its entirety and return it to the Legislature with his
objections. The Legislature may override any veto by the Governor (including any line-item veto) only
by a vote of two-thirds of its members.

Once the budget is enacted, fiscal control over expenditures made pursuant thereto is exercised by
the Governor through the Director of OMB. During any fiscal year in which the resources available to
the Government are not sufficient to cover the appropriations approved for such year, the Governor,
through the Director of OMB, may take administrative measures to reduce expenses. The Governor also
may make recommendations to the Legislature for new taxes, or any other necessary action to meet the
estimated deficiency. It has been the practice of the Director of OMB, when making funding adjustments,
to allot funds in the following order of priority: to the payment of the interest on and amortization
requirements for public debt; to the fulfillment of obligations arising out of legally binding contracts,
court decisions on eminent domain and certain commitments to protect the name, credit and good faith of
the Government; and to current expenditures in the areas of health, protection, education and welfare.

Fund Structure and Accounts. The Government maintains certain funds pursuant to authority set
forth in the United States Virgin Islands Code.

The Government has established three fund types: Governmental Fund Types, Proprietary Fund
Types and Fiduciary Fund Types, and two account groups: General Fixed Assets Account Group and
General Long-Term Debt Account Group. Although General Fixed Assets and General Long-Term Debt
are classified as account groups, these account groups possess the basic characteristics of funds.

Government Fund Types include the General Fund, the Special Revenue Funds, the Debt Service
Funds and the Capital Projects Funds. The Proprietary Fund Types are composed of the Enterprise
Funds. The Expendable Trust Funds, Pension Trust Fund and Agency Funds comprise the Fiduciary
Fund Types.
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The General Fund is the Government’s largest fund as it accounts for the operations of the three
branches of government. The General Fund accounts for all revenues and receipts not required to be
accounted for, or deposited in, other funds and for the major portion of Government expenditures. Tax
receipts represent the majority of the General Fund revenues.

Basis of Accounting. The Government utilizes a modified accrual basis of accounting. Revenues
in the Governmental Fund Types are recognized when the cash is received and expenditures when paid or
when accounts payable are recorded. Uncollected revenues are reflected as receivables. Provisions for
receivables and payables are established at year-end in the report of undesignated fund balance.

Expenditures are made pursuant to an allotment process. Budgetary control is exercised at the
department level and through the allotment process. Encumbrances and expenditures cannot exceed total
allotment amounts. Encumbrances are employed to record purchase orders, contracts and other
commitments so that the appropriate amounts of appropriations are reserved to cover future estimated
expenditures. Encumbrances outstanding at year-end are reported as reservations of fund balance for the
subsequent year’s expenditures. The authority to liquidate an encumbrance, provided no service has been
rendered, is carried forward with the appropriation. Before September 30 of the next fiscal year, the
Government must administratively liquidate outstanding encumbrances unless funding is available until
expended, or an administrative determination is executed by the Commissioner of Finance. In the
Proprietary Fund Types, revenues are accrued.

Financial Reporting. The annual reports of the financial operations of the Government are
audited by independent accountants. The Government contracted with Ernst & Young LLP to audit the
financial statements for fiscal years 2006 through 2013. The audits are performed in accordance with
government auditing standards and the accounting records of the Government are kept in accordance with
government accounting standards. For more information on the financial reporting of the Authority and
the Government, see “PLAN OF DISTRIBUTION - Elimination of Transfer and Resale Restrictions,”
“FINANCIAL STATEMENTS,” and “CONTINUING DISCLOSURE” in the main body of this Limited
Offering Memorandum.

Revenues of the Government
General

The principal sources of revenues for the Government are as follows: (i) United States income
taxes (collected locally as Virgin Islands income taxes); (ii) Gross Receipts Taxes and other taxes and
fees levied by the Government under its own locally applicable internal revenue laws; (iii) real property
taxes; (iv) federal excise taxes imposed on products of the Virgin Islands entering the United States; and
(v) other fees and taxes collected by the United States government. For a description of the
Government’s program to provide tax relief and subsidies to certain businesses to promote economic
growth, see “Tax Incentive Programs.”

The Revised Organic Act sets forth the taxes imposed by the United States government, the
proceeds of which are paid into the Treasury of the Virgin Islands, including: customs duties, the United
States income tax, any taxes levied by Congress on the inhabitants of the Virgin Islands, and quarantine,
passport, immigration and naturalization fees collected in the Virgin Islands. In addition, the Government
has the power to impose local taxes which include real property taxes, Gross Receipts Taxes, excise taxes
and hotel room taxes. There are no political subdivisions with taxing power in the Virgin Islands.
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Unaudited revenues of the General Fund (cash basis) for fiscal years 2009 through 2013 are
presented in the following table. The data for fiscal year 2013 is preliminary.

Table D-12. Summary Statement of Principal Components of General Fund (Cash Basis) Revenues
Fiscal Years 2009-2013
($ in thousands)

2009 2010 2011 2012 2013
Income Taxes $378,688  $395432  $408,125  $379,047  $389,914
Gross Receipts Taxes'" 126,151 134,773 145,409 150,422 156,076
Real Property Taxes 29,624 25,925 88,04 102,788 88,662
Excise Taxes 21,441 23,143 24,62 23,080 22,680
Other Taxes" 9,670 9,472 10,07 9,422 12,730
Total Taxes $565,574  $588,745  $676,282  $664,759 670,062
Other Sources of Revenue' 14,145 13,933 13,777 15,320 16,131

Total Revenue (Operating) $579,719  $602,678  $690,052  $680,079  $686,193

Note: The data in Table D-12 is not intended to include all General Fund Revenues and is not intended to correspond directly
with the data presented in Tables D-23 through D-27 as set forth below.

Does not include Required Annual Moderate Income Housing Fund Deposit.

. Other Taxes include stamp taxes, foreign sales corporation franchise taxes, inheritance taxes and corporate franchise taxes.

3. Other Sources of Revenue include, among other things, license fees and permits fines, forfeitures, penalties, rents and
concessions, customs dues, bank fees and charges, and franchise fees.

N =

Source: United States Virgin Islands Department of Finance — Treasury Division.
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Income Taxes

The principal source of revenue for the Government is income taxes. The Naval Appropriations
Act, 1922, and Section 1642 of the Revised Organic Act created a separate tax structure for the Virgin
Islands that mirrors the Internal Revenue Code of 1986, as amended (the “Code™). To the extent such tax
structure mirrors the Code, any changes to federal tax laws could affect the Government’s collections of
certain taxes. The Government also has the power to impose a territorial income tax and has assessed a
corporate income tax surcharge of 10%.

Income taxes are levied each year for every corporation, partnership, individual, estate or trust
that meets the filing requirements of the Code. A United States taxpayer who is a permanent resident of
the Virgin Islands satisfies his United States income tax obligations by filing his return with, and paying
income taxes to, the Government, even if his income is from non-Virgin Islands sources. A non-resident
of the Virgin Islands pays income taxes on his Virgin Islands source income to the Government, and is
entitled to a foreign tax credit for such payments on his or her United States federal tax return if the
taxpayer is a United States citizen or United States domestic corporation.

Table D-13. Historical Income Tax Collections”
Fiscal Years 2009-2013

($ in thousands)
2009 2010 2011 2012 2013
Income Taxes Collected $378,688 $395,432  $408,125  $379,047  $389,914
Percentage of General Fund Revenues 65.3% 65.6% 59.1% 55.7% 56.8%

Source: United States Virgin Islands Department of Finance — Treasury Division.

1. The data in Table D-13 was derived using the cash basis of accounting.
Gross Receipts Taxes

For information on the Government’s collection of Gross Receipts Taxes, see “GROSS
RECEIPTS TAXES” in the main body of this Limited Offering Memorandum.



Real Property Taxes

Title 33 of the Virgin Islands Code, Section 2301 (the “Real Property Tax Statute) imposes a tax
on all real property in the Virgin Islands. As a result of litigation discussed below, the Government is
only permitted to tax based on the property tax assessment statute in effect in 1998. On January 20, 2011,
the District Court vacated the portion of the 2003 decree that enjoined the Government from issuing and
collecting tax at rates other than the 1998 assessment values. It also ordered that those new rates could
begin with the 2010 tax bills. The new rates will be implemented with the issue of the 2013 property tax
bills to be issued in the third quarter of calendar year 2014. The Real Property Tax Statute, as set forth in
2008 V.I. Act 6991, now requires assessment of real property based upon its actual value and assesses a
real property tax levy equal to 100% of its fair market value. The proceeds of this tax are deposited into
the General Fund, with the exception of the first $1.5 million of such tax collected annually, which must
be deposited into the St. John Capital Improvements Fund.

Noncommercial real property is reassessed once every five years and commercial real property is
reassessed every two years. The Virgin Islands Office of the Tax Assessor prepares an annual assessment
roll and schedule of collections for each parcel of real property that is used as the basis for issuing tax
bills to all taxpayers in the Virgin Islands. Pursuant to legislation passed in 2007, the responsibility for
real property tax collections was transferred from the Virgin Islands Department of Finance to the Virgin
Islands Office of the Tax Assessor, located within the Office of the Lieutenant Governor, giving one
agency the responsibility for the preparation of assessments and for the collection of real property taxes,
allowing for a more streamlined assessment and collection process.

All real property not expressly exempted is subject to the real property tax. Exemptions include
(1) property of the United States government subject to a $10,000 payment in lieu of real estate taxes,
(ii) property of the Government, (iii) property used for religious, educational, literary, scientific and
charitable purposes, (iv) property subject to the homestead exemption and (v) property for which an
exemption has been granted by the EDC. See “Tax Incentives Programs — Economic Development
Commission.” For tax year 2012, approximately 49.7% of all real property in the Virgin Islands was
exempt from real property taxation, including approximately 3.0% of which is due to EDC exemptions.

As a result of litigation instituted against the Government by several commercial property owners
in 2000, which challenged the real property tax system, the District Court in 2003 enjoined the
Government from appraising and assessing any real property in the Virgin Islands until the Government
modified its system of appraisal to comply with certain court mandates. The District Court also required
the Board of Tax Review to put in place procedures to ensure procedural due process to appellants
appealing their tax assessment. This delayed the issuance of real property tax bills for many years until
resolution of the litigation. In an effort to generate real property tax revenues in fiscal year 2010,
pursuant to Act No. 7154, which was signed into law on March 22, 2010, the Government obtained
approval from the Legislature to issue tax bills for 2006 and later years. On January 20, 2011, the District
Court vacated the portion of the 2003 decree that enjoined the Government from issuing and collecting
tax at rates other than the 1998 assessment values. It also ordered that those rates could begin with the
2010 tax bills. The 2006 revised bills were issued in June 2010. The 2007 and 2008 tax bills were issued
in fiscal year 2011. The 2009 tax bills were issued in February 2012 and the 2010 tax bills were issued in
July 2012, while the 2011 and 2012 bills were issued in February and July of 2013. The planned
revaluation of property assessments was rescheduled for the 2013 tax year and issuance of the 2014 bills
is planned by the last quarter of calendar year 2014, at which time the Government expects to be current
with the issuance of the property tax bills.
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The issuance of multiple bills and an aggressive campaign to collect delinquent property taxes in

recent fiscal years has resulted in increased collections.

Table D-14 shows historical property tax

collections for fiscal years 2008 through 2012. For fiscal years 2013, 2014, and 2015, the Government
currently estimates that property tax collections will total $104.5 million, $48.2 million, and $122.0
million, respectively.

Property Taxes Collected

($ in thousands)

Table D-14. Historical Property Tax Collections
Fiscal Years 2008-2012

2008 2009 2010 2011 2012
$26,337 $29,624 $29,925  $88,049 $88,977
3% 5% 4% 13% 13%

Percentage of General Fund Revenues

Source: United States Virgin Islands Office of the Tax Assessor.

Table D-15 shows certain information regarding property taxes, including assessed value and
exemptions for Virgin Islands real estate for the calendar years 2008 through 2012.

Table D-15. United States Virgin Islands Property Tax—Assessed Value And Exemptions
Calendar Years 2008-2012

($ in millions)

Total Local Taxed
Assessed and Federal Assessed
Year Value® Government? Other® EDCY Value Levy
2008 $17,314.6 $6,883.8 $1,420.1 $501.0 $8,509.7 60.2%
2009 $17,346.0 $6,866.5 $1,357.5 $508.7 $8,613.3 64.6%
2010 $17,558.2 $6,909.2 $1,399.5 $518.6 $8,730.9 65.5%
2011 $17,566.1 $6,909.3 $1,465.4 $404.7 $8,786.7 60.7%
2012 $17,529.5 $6,907.4 $1,373.4 $435.4 $8.813.3 60.6%

1. Pursuant to Act No. 6297, effective 1999, the assessed value of real property is required to equal the actual value of such real

property.

2. Includes a national park on St. John.

hed

4. The EDC Program provides exemptions for periods of 10 to 15 years.

Source: United States Virgin Islands Office of the Tax Assessor
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The table below shows the largest real property taxpayers in the Unites States Virgin Islands in

2012.
Table D-16. Largest Real Property Taxpayers of the United States Virgin Islands
Calendar Year 2012
Name Assessment Taxes

HOVENSA $1,871,718,566.00 $14,062,732.25"
Lockhart (Family) 85,470,545.00 648,879.15
TOPA Equities (St. Thomas/St. Croix/St. John) 54,934,729.00 418,510.47
Hartman (Family) 47,577,030.00 197,935.35
Palace Resorts 31,918,500.00 239,388.75
GINN-LA Fund IV, LLC, 17,814,132.00 124,262.25

GINN-LA USVI Golf, LLP and
GINN-LA Fund Sanctuary, LLC

Cabrita Grand Estates, 19,582,100.00 146,875.75
Muller Bay Holdings, LLC and
Lionstone Development

Innovative Telephone 18,902,300.00 142,267.25
Sunny Isles Shopping Center 18,750,600.00 147,629.25
Banco Popular de Puerto Rico 16,376,900.00 122,826.75
VI Dev. Corp. 12,376,566.00 96,424.25
Boschulte (Family) 12,267,979.00 90,409.57
St. Thomas Liquor Co. 12,092,600.00 92,744.50
B&W Realty Investment, LTD 11,655,500.00 93,066.25
Leo T. Barbel Jr. Trustee 8,566,700.00 66,620.25

TOTAL $2,240,004,747.00 $16.690.572.04

1. In January 2012, HOVENSA announced that it would cease operations at the refinery on St. Croix. The Government and HOVENSA
are in negotiations regarding an existing concession agreement between the Government and HOVENSA that stipulates HOVENSA’s
annual property tax obligation. To date, there has been no change to the concession agreement and HOVENSA continues to pay its
property taxes based on the existing agreement.

Source: United States Virgin Islands Office of the Tax Assessor.
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1.

Excise Tax

Individuals and entities doing business in the Virgin Islands are required to pay an excise tax on
all articles, goods, merchandise or commodities (collectively, “Products”) brought into the Virgin Islands
for any business use or purpose, based on the volume or value of such Products. Items specifically
exempt from such excise tax include (i) educational materials, (ii) nutritive foodstuffs, (iii) coal, fuel oil
and liquid gas, (iv) molasses used for the production of rum and for agricultural purposes, (v) animal feed,
poultry feeds and commercial fertilizers, (vi) motor vehicles requiring licensing for highway use, (vii)
items for sale to the United States government, the Government or an instrumentality of either one, (viii)
items imported or manufactured in the Virgin Islands that are exported to purchasers who take delivery
and actual possession outside of the Virgin Islands, (ix) paper, plastics, glass or wooden materials and
supplies used to package foodstuffs grown, processed, bottled or produced in the Virgin Islands, (x)
spirits, (xi) perfumes, toilet waters, and bath salts, (xii) tapestry, hand-woven fabrics, handmade carpets,
and (xiii) sweaters, shawls, scarves and ties.

There also are exemptions from excise taxes for (i) franchised bus operators, (ii) costume jewelry
manufacturers, (iii) certain reverse osmosis water production plants, (iv) EDC beneficiaries, (v) certain
film-making and other related professional equipment, (vi) international insurance companies, (Vvii)
providers of affordable housing pursuant to an approved Affordable Housing Development Agreement
entered into with the Government under the United States Virgin Islands Affordable Housing Program,
(viii) certain federally funded projects, and (ix) the Army and Air Force Exchange Service.

There is a general exemption from the excise tax for agencies of the Government or the United
States government, religious, charitable, benevolent or educational organizations when not engaged in the
conduct of business pursuits for profit, and transactions involving a charitable or benevolent purpose.

Table D-17 shows historical excise tax collections for fiscal years 2009 through 2013.

Table D-17. Historical Excise Tax Collections
Fiscal Years 2009-2013"
($ in millions)

2009 2010 2011 2012 2013
Excise Taxes Collected $21.4 $23.1 $24.6 $23.1 $22.7
Percentage of General Fund Revenues 3.7% 3.8% 3.6% 3.6% 3.3%

Source: United States Virgin Islands Department of Finance — Treasury Division.

The data in Table D-17 was derived using the cash basis of accounting.
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Additional Revenues of the Government

In addition to the taxes and other revenues discussed above which comprise the primary General
Fund revenues, there are additional taxes, fees and charges imposed by the Government which are
dedicated for specific purposes.

Transportation Trust Fund Revenues

General. The Transportation Trust Fund (or “TTF”) was created pursuant to Title 33, Chapter
111, Section 3003a of the Virgin Islands Code. The TTF is a special fund held by the Commissioner of
Finance, on behalf of the Government, separate and apart from all other funds of the Government, to be
used for payments due on any bonds or other obligations issued by the Government or the Authority
payable from such special fund, such as the Bonds. The Commissioner of Finance maintains and
provides for the administration of the TTF.

Under the Virgin Islands Code, monies in the TTF are required to be distributed as necessary to
make all payments of principal of, premium, if any, and interest on the bonds of the Authority payable
from the TTF, in the amounts required by any resolution, indenture or bond declaration entered into with
respect to such bonds. Subject to the limitations of any resolution, indenture or bond declaration entered
into with respect to bonds payable from the TTF, on the last day of each fiscal year of the Government
after all payments of principal of, premium, if any, and interest on such bonds are paid or such earlier
time as there is on deposit in the TTF sufficient funds to make all such payments with respect to such
bonds, any surplus funds remaining in the TTF are required to be deposited as follows: (i) in an amount
equal to the lesser of such surplus or the amount of driver’s license fees and motor vehicle registration
fees collected in the Virgin Islands, and deposited in the TTF, to the General Fund; and (ii) the remaining
amount of such surplus, if any, to the Road Fund created pursuant to Title 33, Chapter 111, Section 3002
of the Virgin Islands Code.

As described in more detail below, the TTF consists of the following revenue sources: (i)
Highway Users’ Tax, (ii) Motor Vehicle Registration Fees and Driver’s License Fees, and (iii) Traffic
Law Violation Fines, each as defined below.

Highway Users’ Tax. Pursuant Title 33, Chapter 4 of the Virgin Islands Code, before registering
a motor vehicle in the Virgin Islands for the first time, each person is required to pay a highway users’ tax
of 16 cents per pound on the unladen weight of the vehicle, provided that the minimum highway users’
tax for any vehicle is $25.00 (the “Highway Users’ Tax”). There are several exemptions from the
Highway Users’ Tax, including exemptions for (i) certain motor vehicles used by certain non-profit
organizations, (ii) many taxicabs and buses, and (iii) hybrid and fuel efficient vehicles purchased during
an annual highway users’ tax holiday (December 15-31 each year). Highway Users’ Taxes are collected
by the Virgin Islands Bureau of Internal Revenue and are deposited into the TTF on a daily basis.

Motor Vehicle Registration Fees and Driver’s License Fees. Pursuant Title 20, Chapters 33, 35
and 39 of the Virgin Islands Code, every motor vehicle must be registered annually with the Government
and all operators of public and private use vehicles must obtain a drivers’ license. There is an annual fee
for registration for vehicles. There is a fee to obtain a drivers’ license, which is valid for five years. A
licensee also must pay a fee to renew his or her license. The registration and license fees range in unit
value but have remained relatively constant since 1983. Collectively, these fees are referred to herein as
the “Motor Vehicle Registration Fees and Driver’s License Fees.”
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Since 2007, the Motor Vehicle Registration Fees and Driver’s License Fees have been collected
by the Virgin Islands Bureau of Motor Vehicles. Prior thereto, such fees were collected by the Virgin
Islands Police Department. Motor Vehicle Registration Fees and Driver’s License Fees are deposited into
the TTF on a daily basis.

Traffic Law Violation Fines. Pursuant to Title 20, Chapters 43 and 45 of the Virgin Islands Code,
traffic in the Virgin Islands is regulated and tickets for traffic law violations are issued by the Virgin
Islands Police Department. Fines and penalties imposed for traffic law violations (the “Traffic Law
Violation Fines”) are collected by the Virgin Islands Superior Court and are deposited into the TTF on a
daily basis. For the total amount of Traffic Law Violation Fines collected in fiscal years 2004-2013, see
Table D-18 below.

Motor Fuel Taxes No Longer Included in TTF. Until June 2012, all motor fuel taxes collected
pursuant to Title 33, Chapter 5 of the Virgin Islands Code (the “Motor Fuel Taxes”) also were required to
be deposited into the TTF. Pursuant to 2012 V.1. Act 7360, the Motor Fuel Taxes were authorized to be
made available to the Virgin Islands Water and Power Authority to fund new energy and power
generating units and/or heat recovery steam generators for the Virgin Islands, effective as of June 19,
2012. As such, the Motor Fuel Taxes are no longer deposited into the TTF.

Historical Transportation Trust Fund Revenues. The following table sets forth the historical TTF
revenues for fiscal years 2004 through 2013. Since the Motor Fuel Taxes are no longer deposited into the
TTF, Table D-18 excludes Motor Fuel Taxes for all fiscal years.

Table D-18. Historical Transportation Trust Fund Revenues
Fiscal Years 2004-2013®"

Motor Vehicle Registration

Fees and Traffic Law
Fiscal Year Highway Users’ Taxes Driver’s License Fees Violation Fines Total
2004 $4,638,132 $5,471,761 $820,745 $10,930,638
2005 $4,717,143 $6,529,855 $712,395 $11,959,393
2006 $4,680,446 $6,400,998 $828,488 $11,909,932
2007 $4,591,199 $6,408,312 $904,915 $11,904,426
2008 $3,990,104 $6,442,286 $752,330 $11,184,720
2009 $3,486,726 $6,545,016 $678,441 $10,710,183
2010 $2,783,109 $6,238,159 $723,178 $9,744,446
2011 $2,965,478 $6,199,857 $862,809 $10,028,144
2012 $2,588,511 $5,973,278 $1,119,587 $9,681,376
2013 $2,283,969 $5,720,205 $945,945 $8,950,119

Source: Virgin Islands Department of Finance — Treasury Division. Amounts may not total due to rounding.

1. The data in Table D-18 is unaudited.
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Matching Fund Revenues

General. “Matching Fund Revenues” are those revenues received by the Government from the
United States Department of the Treasury (the “U.S. Treasury”), through the Secretary of the United
States Department of Interior (“DOI”), as a transfer of federal excise taxes imposed and collected under
the Code, on any product that is subject to federal excise tax that is produced in the Virgin Islands and
exported to the United States, referred to herein as the “Matching Fund Act.” Rum is the only product
currently produced in the Virgin Islands and exported to the United States that is subject to the Matching
Fund Act. In accordance with federal law, Matching Fund Revenues have been transferred to the
Government every year since 1954,

Pursuant to the Matching Fund Act, the Secretary of the U.S. Treasury is directed to make
transfers to the Government of certain excise taxes imposed and collected under the Code in any fiscal
year on certain products produced in the Virgin Islands and exported to the United States mainland from
the Virgin Islands. Rum is the only product currently produced in the Virgin Islands and exported to the
United States that is subject to federal excise tax that qualifies for transfer to the Government under the
applicable provisions of the Revised Organic Act and the Code. The term “Matching Fund Revenues” is
used to denote the payments that are transferred to the Government.

The U.S. Treasury collects the federal excise taxes levied on rum exported to the United States
from the Virgin Islands, whether the rum is shipped to the United States in bulk or the rum is bottled in
the Virgin Islands and shipped to the United States. The U.S. Treasury submits monthly reports of the
federal excise tax revenues collected to the DOI.

In August of each year, the Governor requests a prepayment of Matching Fund Revenues from
the DOI that is based on an estimate prepared by OMB. OMB bases its estimate on data received from
Cruzan and Diageo regarding projected rum production, projected sales into the U.S. and the projected
amount of federal excise taxes to be collected in the ensuing fiscal year, taking into account any required
adjustments. Based on the Governor’s request, the DOI calculates the amount of the federal excise taxes
that will be transferred to the Virgin Islands and requests that the U.S. Treasury transfer the prepayment
for the ensuing fiscal year to a Special Escrow Account of the Government held by a designated Special
Escrow Agent prior to September 30 of that fiscal year.

This prepayment is subject to subsequent adjustments based on the amount of Matching Fund
Revenues actually received by the Government and the amount of federal excise taxes actually collected
by the U.S. Treasury during each fiscal year. Any adjustments to such prepayment are made in the
second succeeding fiscal year after the prepayment is received by the Government. Adjustment payments
also may be requested by the Governor and made by the DOI during a fiscal year. The amount required
to be remitted to the Government by the Secretary of the U.S. Treasury is limited to an amount no greater
than the total amount of local duties, taxes and fees collected by the Government in the applicable fiscal
year.

The federal excise tax on rum exports from the Virgin Islands to the United States currently
accounts for all of the Matching Fund Revenues. Until 2012, the only producer of rum in the Virgin
Islands was Cruzan VIRIL, Ltd. (“Cruzan”). Diageo USVI Inc. (“Diageo USVI”) agreed to build the
Diageo Project on St. Croix for production of all of its Captain Morgan rum for export to the United
States. The Diageo Project, including the Visitors Center, was completed in March 2012 and shipments
of rum to the United States produced from the Diageo Project commenced in or around February 2012.
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Cover Over Rate. The federal excise tax and the federal excise tax per proof gallon remitted by
the U.S. Treasury to the Government (the “Cover Over Rate”) are set by Congress and codified in
Sections 5001(a)(1) and 7652(f) of the Code. The federal excise tax on distilled spirits produced in, or
imported into, the United States has over the years ranged from $10.50 per proof gallon to $13.50 per
proof gallon. Until 1984, the entire amount of such excise tax qualified for transfer to the Government.
Beginning in 1984, Congress introduced a cap on the Cover Over Rate, which was initially $10.50 per
proof gallon. Since July 1, 1999, the cap on the Cover Over Rate has been $13.25 per proof gallon and
such rate has been reauthorized by Congress each year through December 31, 2013, most recently as part
of the American Taxpayer Relief Act of 2012. Table D-19 below provides a brief history of the federal
excise tax rate, Cover Over Rate, and the related legislation pertaining to calendar years 2004 through
2013. Congress is currently considering legislation to extend the Cover Over Rate for an additional two
years, retroactive to January 1, 2014, along with a number of other expiring or expired tax provisions (the
“Tax Extenders Package”). The Senate Finance Committee voted to approve the Tax Extenders Package,
including the two-year extension of $13.25 Cover Over Rate, on April 3, 2014. For fiscal year 2014, the
Government received an advance payment of Matching Fund Revenues of $230.8 million.
See Table D-20 for historical Matching Fund Revenues received by the Government for fiscal years
2009-2013.

Table D-19. Cover Over Rate Historical Table

2004-2013
Excise
Calendar Tax
Year Rate'” Cover Over Rate'” Legislation
2004-2005 $13.50 $13.25 Working Families Tax Relief Act of 2004
2006-2007 $13.50 $13.25 Tax Relief and Health Care Act of 2006
2008-2009 $13.50 $13.25 Tax Extenders and Alternative Minimum Tax Relief Act of 2008
2010-2011 $13.50 $13.25 Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010
2012-2013 $13.50 $13.25 American Taxpayer Relief Act of 2012

1. Per proof gallon.

Proposed Legislation. Prior to December 31, 2011, all rum used by Diageo USVI in Captain
Morgan-branded products sold in the U.S. was procured through an exclusive supply contract with a
Puerto Rican third-party supplier, which contract expired on December 31, 2011. In accordance with the
Diageo Agreement, Diageo USVI commenced production on St. Croix in or around November 2010 and,
since February 2012, all rum used in Captain Morgan-branded products sold in the U.S. has been
produced at the Diageo Project.

The Commonwealth of Puerto Rico (“Puerto Rico”) also is eligible to receive, and prior to
December 31, 2011, had received, Matching Fund Revenues on bulk rum purchased by the Diageo Group
from bulk rum suppliers in Puerto Rico for the production of Captain Morgan-branded products that were
exported to the United States. Since the Diageo Agreement was executed in 2008, certain elected and
appointed officials in Puerto Rico and the U.S. Congress have publicly objected to the amount of benefits
provided by the Government to Diageo USVI. In April 2009, Puerto Rico’s Resident Commissioner to
the U.S. House of Representatives, Pedro R. Pierluisi, introduced H.R. 2122, and in April 2010, U.S.
Senator Bob Menendez introduced S. 3208, two proposed acts that would limit the amount of any subsidy
paid from Matching Fund Revenues by either the Virgin Islands or by Puerto Rico to any private
company to a maximum of ten percent (10%) of such revenues. The 111™ Congress adjourned without
taking action on either bill.
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In the 112™ Congress, Resident Commissioner Pierluisi and Senator Menendez introduced new
legislation, H.R. 1883 and S. 986, respectively, that would limit the amount of any subsidy paid from
Matching Fund Revenues to any private company to a maximum of fifteen percent (15%) of such
revenues. In addition, the Pierluisi and Menendez bills would set minimum and maximum percentages
with respect to the allocation of total Cover Over Revenues apportioned to the Virgin Islands and Puerto
Rico. Under these bills, the Virgin Islands would receive a minimum of 30 percent of total Cover Over
Revenues attributable to total rum shipments from both the Virgin Islands and Puerto Rico, regardless of
the total amount of rum shipments from the Virgin Islands to the United States; similarly, the Virgin
Islands would receive a maximum of 35 percent of such total revenues, regardless of the total amount of
such Virgin Islands shipments. The 112" Congress ended without the House or Senate taking any action
on H.R. 1883 or S. 986.

As of the date of this Limited Offering Memorandum, neither Resident Commissioner Pierluisi
nor Senator Menendez has reintroduced legislation similar to the bills described in the foregoing
paragraphs. Similarly, no committee of the House or Senate has taken action on any bills that would
impose any of the restrictions or limitations described in the foregoing paragraphs.

WTO Dispute. In 2012, certain rum producing countries in the Caribbean raised concerns with
officials of the U.S. Government about the agreements the Government had reached with Diageo USVI
and Cruzan. These countries and the Caribbean Community and Common Market (commonly known as
CARICOM), the regional association to which they belonged, claimed that the agreements and the level
of financial support provided by the Government put their rum producers at a competitive disadvantage
and violated the rules of the World Trade Organization (“WTO”). The Government strongly disputes that
its agreements with its rum producers violate WTO rules or any other international agreement to which it
is bound. As of the date of this Limited Offering Memorandum, no member state of the WTO has filed a
complaint against the United States alleging that the rum agreements violate WTO rules, nor has any
member state requested consultations with the United States regarding the Virgin Islands agreements.

Historical Matching Fund Revenues. The following table sets forth the historical Matching Fund
Revenues received by the Government for fiscal years 2009 through 2013.

Table D-20. Historical Matching Fund Revenues
Fiscal Years 2009-2014
($ in thousands)

2009 2010 2011 2012 2013
Advance Payment Received $93,840  $100,297 $125,601  $195,400 $259,485
Payment Adjustment for Two Fiscal Years Prior (18,775) (31,750) 3,369 0 (3,401)
Estimated Adjustment for Two Fiscal Years Later 31,755 3,369 (1,701) (11,167) 19,769
Total Matching Fund Revenues $106,820 $71,916  $127,269 $195,400 $256,083

Source: VI Public Finance Authority/Government of the Virgin Islands — Fiscal Year 2013 — Annual Operating Data Report
and the Virgin Islands Office of Management and Budget.
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Hotel Occupancy Taxes

Pursuant to Title 33 of the Virgin Islands Code, Section 54, hotel guests in the Virgin Islands are
required to pay a hotel occupancy tax of 10% of the gross room rate or rental. The hotel or innkeeper is
responsible for collecting, reporting and remitting such revenues to the Government. All hotel room tax
revenues are deposited into the Tourism Advertising Revolving Fund. Table D-21 shows hotel
occupancy tax collections for fiscal years 2009 through 2013.

Table D-21. Hotel Occupancy Tax Revenues
Fiscal Years 2009-2013

2009 2010 2011 2012 2013
Hotel Occupancy Taxes $15,466,271 $17,055,684 $15,472,151 $19,890,277  $21,746,444

Source: United States Virgin Islands Department of Finance — Treasury Division.
Expenditures of the Government

A significant portion of the Government expenditures consist of appropriations for the
administration and operation of the Government’s institutions and facilities (such as educational facilities,
health and hospital facilities, correctional facilities and courts) and for the operation of the Government’s
departments and agencies (such as the Virgin Islands Police Department, Housing, Parks and Recreation,
Economic Development, Agriculture, Human Services, Department of Planning and Natural Resources
and general administration).

Expenditures also are required under legally binding contractual agreements that the Government
has previously executed or statutes that have continuing applicability. Contractually required
expenditures include amounts for debt service payments. Expenditure totals also include amounts from
the General Fund contributed to the University of the Virgin Islands, inter-fund transfers for special
projects and operating and capital funding for other semi-autonomous-authorities.

Financial Position of the Government

In recent fiscal years, the Government has experienced substantial fluctuations in revenues and
expenditures and recurring deficits. Since fiscal year 2009, the Government has used multiple bond
issuances to finance working capital needs and other Government obligations. Most recently, in
September 2012, the Authority issued its $142,640,000 Revenue Bonds (Virgin Islands Matching Fund
Loan Note), Series 2012A (Working Capital) (the “Series 2012A Matching Fund Bonds”) to help the
Government cover a $60 million deficit for fiscal year 2012. Subsequently, the Authority used the
balance of the proceeds of the Series 2012A Matching Fund Bonds to finance a portion of the
Government’s working capital expenditures for each of fiscal year 2013 ($35 million) and 2014 ($25
million), respectively. The Authority also used a portion of the proceeds of the Series 2012A Matching
Fund Bonds to pay the outstanding principal and interest due on a working capital credit facility.
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Table D-22 below shows historical shortfalls of revenues over expenditures and net deficits of the
Government for fiscal years 2009 through 2013.

Table D-22. Government’s Historical Shortfalls of Revenues over Expenditures and Net Deficits
Fiscal Years 2009-2013

($ in thousands)
2009 2010 2011 2012 2013
Shortfall of Revenues over Expenditures $555,635 $277,851 $218,721 $164,628 $1,248
Net Deficit $736,710 $1,014,559 $1,233,282 $1,397,910 $1,399,158

Source: Audited financial statements of the Government for fiscal years ended September 30, 2009 through 2013.
Fiscal Year 2014 Budget

The Governor submitted a proposed fiscal year 2014 budget to the Legislature for its review and
approval on June 14, 2013. The Legislature approved the fiscal year 2014 budget and it was signed into
law by the Governor on October 15, 2013. In the fiscal year 2014 budget, the General Fund appropriation
level is $796.6 million, which includes funding for the projected operating costs of all branches of the
Government. The fiscal year 2014 appropriation level is $64.6 million greater than the fiscal year 2013
appropriation level of $732.0 million.

Prevention of Future Operating Deficits

The Government has taken a series of actions to reduce its operating budget and address its
operating deficits. Currently, OMB projects a shortfall of revenues under expenditures of $96.3 million
for fiscal year 2014, which includes reduced allotments of $28.1 million. Proceeds from sale of the Series
2014 Bonds will be used in part to offset a portion of the current projected shortfall. The Government
expects to meet the balance of the revenue shortfall in fiscal year 2014 through continuous cash flow
monitoring and the allotment reduction process.
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Statement of Revenues, Expenditures and Changes in Fund Balances of the Government

Table D-23. Government of the United States Virgin Islands
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Revenues:
Taxes
Federal grants and contributions
Charges for services
Tobacco settlement rights
Interest and other
Total revenues
Expenditures:
Current:
General government
Public safety
Health
Public housing and welfare
Education
Transportation and communication
Culture and recreation
Capital outlays
Debt service:
Principal
Interest
Cost of issuance of bonds and loans
Total expenditures
Excess (deficiency) of
revenue over (under)
expenditures
Other financing sources (uses):
Loans issued
Cost of issuance of loans
Basis swap termination fee
Transfers from other funds
Transfers to other funds

Total other financing sources

(uses), net
Net change in fund balances

Fund balance at beginning of year, as restated

Fund balance at end of year

Governmental Funds

($ in thousands)

Year Ended September 30, 2009

PFA PFA

Debt Capital Other Total

General Service Projects Governmental Governmental
$ 400,306 $ 167,488 $§ 4,177 § 22,554 $ 594,525
- 3,647 - 223,824 227,471
42,092 9,124 51,216
- - 2,650 2,650
40,607 4,821 745 30,622 76,795
483,005 175,956 4,922 288,774 952,657
376,739 - 68,269 82,955 527,963
63,017 - - 1,600 64,617
120,501 - - 31,989 152,490
56,557 - 40 67,548 124,145
208,863 - 2 71,274 280,139
26,474 - 3,400 12,680 42,554
9,504 - - 31 9,535
15,579 - 37,356 35,666 88,601
- 64,365 3,839 2,820 71,024
- 56,584 338 1,069 57,991
- 8,323 696 9,019
877,234 129,272 113,940 307,632 1,428,078
(394,229) 46,684 (109,018) (18,858) (475,421)
- 96,207 153,793 - 250,000
100,000 2,335 41,312 - 143,647
- (2,507) - - (2,507)
104,504 - 401 25,397 130,302
(12,886) (95,470) (2,345) (18,901) (129,602)
191,618 565 193,161 6,496 391,840
(202,611) 47,249 84,143 (12,362) (83,581)
147,253 137,014 123,253 91,329 498,849
$ (55,358) $184,263  $207,396 $ 78,967 $ 415,268
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Table D-24. Government of the United States Virgin Islands
Statement of Revenues, Expenditures, and Changes in Fund Balances -
Governmental Funds

Year Ended September 30, 2010
($ in thousands)

PFA PFA
Debt Capital Other Total
General Service Projects Governmental Governmental
Revenues:
Taxes $ 429,439 $ 172,153 $ 4341 $ 22,262 $ 691,195
Federal grants and contributions 72,770 - 1,896 250,453 325,119
Charges for services 24,287 - - 21,224 45,511
Tobacco settlement rights - - - 2,258 2,258
Interest and other 1,483 6,980 916 27,146 36,525
Total revenues 590,979 179,133 7,153 323,343 1,100,608
Expenditures:
Current:
General government 434,464 - 107,686 71,402 613,552
Public safety 64,159 - - 5,689 69,848
Health 122,841 - - 36,590 159,431
Public housing and welfare 59,655 - - 79,778 139,433
Education 222,395 - - 49,205 271,600
Transportation and communication 27,031 - - 27,717 54,748
Culture and recreation 8,995 - - 121 9,116
Capital outlays 22,114 - 39,009 49,930 111,053
Debt service:
Principal 200,000 410,075 3,264 2,015 615,354
Interest 6,958 69,145 769 917 77,789
Cost of issuance of bonds and loans - 15,980 - - 15,980
Total expenditures 1,168,612 495,200 150,728 323,364 2,137,904
Excess (deficiency) of (577,633) (316,067) (143,575) 21 (1,037,296)
revenue over (under)
expenditures
Other financing sources (uses):
Bonds issued 350,000 426,069 121,011 - 897,080
Loans issued 106,400 675 3,325 - 110,400
Bond premium - 18,333 - - 18,333
Bond discounts and issuance costs - (2,734) - - (2,734)
Transfers from other funds 92,848 - 61 8,488 101,397
Transfers to other funds (6,763) (81,381) (54) (12,500) (100,698)
Total other financing sources 542,485 360,962 124,343 (4,012) 1,023,778
(uses), net
Net change in fund balances (35,148) 44,895 (19,232) (4,033) (13,518)
Fund balance at beginning of year (55,358) 184,263 207,396 78,967 415,268
Fund balance at end of year $ (90,506) $ 229,158 $ 188,164 $ 74,934 $ 401,750
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Table D-25. Government of the United States Virgin Islands
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Revenues:
Taxes
Federal grants and contributions
Charges for services
Tobacco settlement rights
Interest and other
Total revenues
Expenditures:
Current:
General government
Public safety
Health
Public housing and welfare
Education

Transportation and communication

Culture and recreation
Capital Outlays
Debt service:
Principal
Interest
Total expenditures

Governmental Funds

Year Ended September 30, 2011
($ in thousands)

Excess (deficiency) of revenue

over (under) expenditures

Other financing sources (uses):
Loans issued
Transfers from other funds
Transfers to other funds

Total other financing sources

(uses), net

Net change in fund balances

Fund balance at beginning of year
Fund balance at end of year

PFA PFA

Debt Capital Other Total

General Service Projects Governmental Governmental
$518,811 $195,551 $ 4,509 $ 12,360 $ 731,231
87,624 403 - 333,850 421,877
26,459 - 9,172 35,631
- - 2,094 2,094
3,882 4,139 281 13,350 21,652
636,776 200,093 4,790 370,826 1,212,485
386,954 - 76,548 80,246 543,748
60,896 - - 5,432 66,328
99,197 - - 43,286 142,483
57,718 - - 84,106 141,824
189,153 - - 103,226 292,419
27,603 - 265 29,802 57,670
8,562 - - 1,541 10,103
7,786 - 31,360 14,808 53,954
6,400 24,290 3,922 1,300 35,912
3,012 89,040 433 832 93,317
847,281 113,330 112,528 364,619 1,437,758
(210,505) 86,763 (107,738) 6,207 (225,273)
131,400 816 35,419 - 167,635
99,346 4 14,343 9,201 122,974
(3,572)  (101,998) (2,679) (14,025) (122,274)
227,174 (100,178) 47,083 (4,744) 168,335
16,669 (14,415) (60,655) 1,463 (56,938)
(90,506) 229,158 188,164 74,934 401,750
$(73,837)  $214,743 $127,509 $ 76,397 $ 344,812
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Table D-26. Government of the United States Virgin Islands
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Revenues:
Taxes
Federal grants and contributions
Charges for services
Tobacco settlement rights
Interest and other
Total revenues
Expenditures:
Current:
General government
Public safety
Health
Public housing and welfare
Education

Transportation and communication

Culture and recreation
Capital Outlays
Debt service:
Principal
Interest
Total expenditures

Governmental Funds

Year Ended September 30, 2012
($ in thousands)

Excess (deficiency) of revenue

over (under) expenditures

Other financing sources (uses):
Bonds issued
Loans issued
Bond premiums

Bond discounts and issuance costs

Transfers from other funds
Transfers to other funds

Total other financing sources

(uses), net

Net change in fund balances

Fund balance at beginning of year
Fund balance at end of year

PFA PFA

Debt Capital Other Total

General Service Projects Governmental Governmental
$598,762 $221,224 $ 1,847 $ 17,658 $839,491
24,058 - - 282,202 306,260
22,071 - - 12,389 34,460
- - - 2,134 2,134
23,921 3,322 82 19,609 46,934
668,812 224,546 1,929 333,992 1,229,279
423,956 82 17,573 93,699 535,310
51,036 - - 3,392 54,428
61,835 - - 34,772 96,607
54,457 - - 83,765 138,222
165,523 - - 65,187 230,710
20,795 - - 26,622 47,417
6,546 - - 388 6,934
7,878 - 13,545 20,474 41,897
2,859 49,629 1,554 1,365 55,407
7,771 94,894 293 771 103,729
802,656 144,605 32,965 330,435 1,310,661
(133,844) 79,941 (31,036) 3,557 (81,382)
130,000 12,640 - - 142,640
13,000 143 1,545 - 14,668
- 5,628 - - 5,628
- (3,442) - - (3,442)
100,158 11,240 4,000 8,331 123,729
(15,027) (99,390) (4,612) (4,000) (123,029)
228,131 (73,181) 913 4,331 160,194
94,287 6,760 (30,123) 7,888 78,812
(73,837) 214,743 127,509 76,397 344,812
$ 20,450 $221,503 $ 97,386 $ 84,285 $423,624
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Table D-27. Government of the United States Virgin Islands
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Revenues:
Taxes
Federal grants and contributions
Charges for services
Tobacco settlement rights
Interest and other
Total revenues

Expenditures:
Current:
General government
Public safety
Health
Public housing and welfare
Education
Transportation and communication
Culture and recreation
Capital outlays
Debt service:
Principal
Interest
Total expenditures
Deficiency of revenue under
expenditures

Other financing sources (uses):
Bonds issued
Loans issued
Bond premiums
Bond discounts and issuance costs
Transfers from other funds
Transfers to other funds
Total other financing sources, net
Net change in fund balances
Fund balance at beginning of year
Fund balance at end of year

Governmental Funds

Year Ended September 30, 2013
($ in thousands)

PFA PFA
Debt Capital Other Total
General Service Projects Governmental  Governmental
$641,000 $249,219 $1,946 $22,613 $914,778
13,968 - - 227,433 241,401
9,969 - - 10,522 20,491
- - - 2,134 2,134
17,169 2,957 32 24,041 44,199
682,106 252,176 1,978 286,743 1,223,003
476,215 50 6,842 74,843 557,950
49,996 - - 2,054 52,050
31,483 - - 15,892 47,375
52,560 - - 100,996 153,556
165,250 - - 58,063 223,313
18,784 - 384 4,989 24,157
6,964 - - 227 7,191
3,630 - 21,057 39,058 63,745
44,152 272,937 1,934 1,535 320,558
1,888 98,283 239 706 101,116
850,922 371,270 30,456 298,363 1,551,011
(168,816) (119,094) (28,478) (11,620) (328,008)
- 265,798 34,122 - 299,920
40,000 - 2,660 - 42,660
- 15,281 1,661 - 16,942
- (7,545) - - (7,545)
102,428 1,309 - 5,878 109,615
(4,008) (100,823) (584) (3,500) (108,915)
138,420 174,020 37,859 2,378 352,677
(30,396) 54,926 9,381 (9,242) 24,669
20,450 221,503 97,386 84,285 423,624
$ (9,946) $276,429 $106,767 $75,043 $448,293
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Federal Oversight of Certain Government Programs

The Government is subject to various consent decrees with the United States Government
requiring expenditures for (i) certain environmental remediation at landfills and other sites, (ii) mental
health services, (iii) improvements to prisons, and (iv) implementation of new policies and procedures for
training polices, investigating complaints against police officers and continued oversight of the Virgin
Island Police Department, each of which may impact the financial condition of the Virgin Islands.

Landfills. The United States Environmental Protection Agency (the “EPA”) filed a complaint
alleging that the Government and Virgin Islands Waste Management Authority (the “WMA”) violated
Sections 111(d), 112, 114 and 503 of the Clean Air Act, 42 U.S.C. § 7401, et seq. (the “CAA”) and
Section 7003(a) of the Solid Waste Disposal Act, as amended, 42 U.S.C. § 6901, et seq. (the “RCRA”) at
the Bovoni Municipal Solid Waste Landfill (“Bovoni”) on the island of St. Thomas in the Virgin Islands
and that the Government, WMA and the Virgin Islands Port Authority (“VIPA”) violated Sections
111(d), 112, 114 and 503 of the CAA and Section 7003(a) of RCRA at the Anguilla Municipal Solid
Waste Landfill (“Anguilla”) on the island of St. Croix in the Virgin Islands. The EPA later filed an
amended complaint adding a claim regarding the removal of scrap tires at Bovoni. The parties have
entered into a consent decree. WMA, an independent instrumentality of the Government, is the lead party
in this matter. Tolling Agreements are in place to allow the defendants to carry out compliance actions.
Federal and local funds, including grants from the Department of the Interior, proceeds of bonds issued by
the Authority, and operating funds from the General Fund, have been expended for landfill closure
projects and engineering services.

Tutu Wellfield Superfund Site. In the matter of United States of America v. Government of the
Virgin Islands, Civil Action No. 09-122, the EPA filed a claim against the Government of the Virgin
Islands pursuant to the Comprehensive Environmental Response, Compensation and Liability Act of 1980
(“CERCLA”) seeking reimbursement of response costs the United States Government had expended as a
result of the hazardous substances that were dumped or escaped into the ground at the Tutu Wellfield (the
“Site”). The Government entered into a consent decree with the United States, which requires the
Government to take over the operation and maintenance of the remediation operations. Pursuant to said
requirement, in 2013 the EPA transferred the operations and maintenance of the remedial action at the
Site to the Government and the Government assumed the obligations and responsibilities of the remedial
action at the Site. Upon assuming said obligations and responsibilities, the Government, in June 2013,
entered into an Operations and Maintenance Services Contract with Arrowhead Contracting, Inc., (the
“Contract”) pursuant to which the Government delegated by contract the performance of the remedial
action to be performed at the Site. The Contract is effective for a term commencing April 16, 2013, and
expiring August 15, 2014. The Government has the option to renew the Contract for four (4) successive
twelve (12) month terms. Because of the nature of the Site, the cleaning process is difficult and will
likely continue for many years. It is expected that the cost to the Government for operations and
maintenance services at the Site may be in the hundreds of thousands annually. There is no timetable for
when the cleaning process might be finished.

Mental Health Class Action. A class action suit was brought on behalf of persons who have been
certified as individuals in need of mental health services. In the complaint, it was alleged that the
Government violated the constitutional rights of the mentally ill by failing to provide adequate mental
health care to the class members and instituting discriminatory practices and policies that infringed on the
rights of the mentally ill. In July 2009, the parties entered into a consent decree, which requires the
establishment of a Consent Decree Commission Force to explore and recommend appropriate measures to
remedy the alleged violations and prepare a five-year strategic plan for the care of patients with mental
illness in the Virgin Islands. Monies were appropriated and allocated for retaining a consultant to assist
with the preparation of the five-year strategic plan. An Interim Draft Virgin Islands five -year strategic
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plan was submitted by the Consultant to the Commission in October 2013. Discussions are ongoing on a
Final Draft. The Chairman of the commission has set a deadline of August 1, 2014, to complete the five
year Strategic Plan.

Golden Grove Correctional Adult Facility Consent Decree. In 1986, the United States brought an
action in the District Court of the Virgin Islands, Division of St. Croix, against both certain Government
officials in their official capacity and the Virgin Islands in connection with alleged unconstitutional
conditions at the Golden Grove Adult Correctional Facility and Detention Center (“Golden Grove”) on St.
Croix. The parties entered into a consent decree in 1986, which became an order of the Court. The Court
entered several subsequent orders over the years, including one appointing a Special Master in 2006. On
October 27, 2011, the orders, except for the one appointing the Special Master, were stayed. In February
2012, the Court determined that all of the orders, except the one which had ordered the appointment of the
Special Master, could not be enforced due to their failure to comply with the Prison Litigation Reform
Act (the “PLRA”). The Special Master was active from 2006 through February 2012, when the Court
issued an Order to Stay the Operations of the Special Master. On August 31, 2012, the parties filed a
Joint Motion to Enter Consent Judgment, by which the parties sought the Court’s approval of a settlement
agreement regarding the ongoing litigation. The settlement agreement provided for the appointment of a
monitor to oversee the implementation of the parties’ settlement agreement as an order of the Court. On
May 14, 2013, the Court entered the parties’ settlement agreement as an Order of the Court. On June 19,
2013, Kenneth A. Ray was appointed by the Court as the Monitor. Since his appointment, he and his
team of experts have visited Golden Grove several times, and the Monitor has issued three Compliance
Monitoring Reports. In addition, the Court held a status conference on April 28, 2014.

Criminal Justice Complex. A class action suit was brought on behalf of prisoners alleging
inhumane and dangerous conditions at the Criminal Justice Complex (“CJC”) and CJC Annex in St.
Thomas. On October 12, 1994, the parties signed a Settlement Agreement (the “Settlement Agreement”),
which requires that the Government make specific improvements to many aspects of operations and
conditions at the CJC. The parties entered into a new settlement agreement in April 2013, which was
approved by the Court on August 29, 2013. The new agreement supersedes the October 12, 1994,
agreement and also requires the Bureau of Corrections to make improvements to the jails. Under the new
settlement, several subject matter experts were selected by the parties to assess and report on the
Bureau’s level of compliance. Notwithstanding the financial challenges, the Virgin Islands Bureau of
Corrections continues to work towards addressing the deficiencies in the prisons.

Virgin Islands Police Department Consent Decree. On March 23, 2009, the Government and the
United States entered into a consent decree aimed at addressing a pattern or practice of the use of
excessive force by officers in the Virgin Islands Police Department (“VIPD”). The consent decree also
sought to remedy VIPD’s failure to investigate complaints of excessive force, discipline officers,
adequately train police officers and establish consistent policies and procedures and practice that
appropriately guide and monitor the actions of VIPD’s officers. Pursuant to the consent decree, a monitor
was selected to monitor and report on VIPD’s implementation of the consent decree. Although the VIPD
continues to make steady progress towards substantial compliance, economic challenges and personnel
changes have delayed or hampered VIPD’s ability to reach substantial compliance with all of the terms of
the consent decree.
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Government Employees Retirement System

General. The Employees’ Retirement System of the Government of the Virgin Islands (known as
GERS) is the administrator of a cost-sharing, multiple-employer, defined-benefit pension plan established
as of October 1, 1959, by the Government to provide retirement, death, and disability benefits to its
employees. Virgin Islands Code, Title 3, Chapters 27, 28A, and 28B (the “GERS Statute”) should be
referred to for complete information on GERS. GERS is a blended component unit included in the
financial reporting entity and is presented as a pension trust fund of the Government. GERS issues a
publicly available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to Employees’ Retirement System of the
Government of the Virgin Islands, 3438 Kronprindsens Gade, St. Thomas, Virgin Islands 00802.

Regular employees are eligible for a full-service retirement annuity when they have completed
thirty (30) years of credited service or have attained the age of sixty (60) with at least ten (10) years of
credited service. Members who are considered “safety employees,” as defined in the Virgin Islands
Code, are eligible for full retirement benefits when they have earned at least twenty (20) years of
government service or have reached the age of fifty-five (55) with at least ten (10) years of credited
service. Regular employees who have attained the age of fifty (50) with at least ten (10) years of credited
service can elect to retire early with a reduced benefit. Senators and members of the Legislature may
receive a retirement annuity when they have attained the age of fifty (50) and upon the completion of six
(6) years of credited service as a member of the Legislature.

The monthly annuity benefit payment is determined by applying a stipulated benefit ratio to the
member’s average compensation. Average compensation is determined by averaging the five highest
years of salary the member earned within the last ten years of service, subject to the maximum salary
limitation in effect during such service. The maximum annual salary that can be used in this computation
is $65,000, except for senators and judges, whose annual salary is used. The board of trustees of GERS
may set cost-of-living increases for annuitants and pensioners and determine when the annuity should be
paid on the basis of the most recent actuarial valuation and the Consumer Price Index.

Contributions. Contributions to GERS are made by the Government and employees. Section
718(f) of the GERS Statute states that “the [Government] shall make contributions which together with
the members’ contributions and the income of the system will be sufficient to provide adequate
actuarially determined reserve for the annuities, benefits and administration of [GERS].”

In Section 718(g) of the GERS Statute, the statutory contribution level of the Government is set at
17.5% of the employee’s compensation per pay period and has been at such level since October 1, 2007.
Required employee contributions are (i) 8% and 8.5% of annual salary for Tier I and Tier II regular
employees, respectively; (i1) 9% and 11% for Tier I and Tier II senators, respectively; (iii) 11% for
judges; and (iv) 10% and 10.625% for Tier I and Tier II safety (hazardous employees and eligible
employees under V.I. Act 5226), respectively. Prior to June 29, 2000, member contributions were
refundable without interest upon withdrawal from employment before retirement. Effective November 2,
2005, legislation was passed that required that the annual interest on refunded contributions be
determined by the GERS board of trustees based on the experience of GERS, which cannot be less than
2% mnor more than 4% per annum. Due to the volatility of the stock market, the GERS board of trustees
changed the interest rate to 2% effective July 1, 2009.

In the Government’s audited financial statements for the fiscal year ended September 30, 2013, it
states that the foregoing contribution levels “are not actuarially determined but set by statute.” The
Employees’ Retirement System of the Government of the Virgin Islands, Financial Statements and
Supplementary Information, Years Ended September 30, 2013 and 2012 and Independent Auditors’
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Report (the “GERS Audited Financials”) states that “employer and employee contributions are set by
statute, but should be actuarially determined.” The Government has been making the 17.5% minimum
contribution required by the GERS Statute. Table D-28 shows (i) annual contributions made by the
Government to GERS, (ii) the actuarially determined amount of such contributions, and (iii) ratios
comparing the foregoing.

Table D-28. Schedule of Government Contributions
September 30, 2013

Actuarially Ratio of Actuarially
Determined Determined Annual Required
Fiscal Year Ended Annual Required Actual Government Contributions to
September 30 Contributions® Contributions Made® Actual Contributions Made
2004 $108,358,399 $54,084,454 49.91%
2005 $120,184,848 $51,542,030 42.89%
2006V $131,059,471 $65,061,430 49.64%
2007 $137,797,268 $60,778,382 44.11%
2008 $138,488,871 $75,871,146 54.79%
2009 $147,490,851 $80,177,004 54.36%
2010" $157,817,709 $77,004,630 48.79%
20110 $162,841,336 $80,849,762 49.65%
2012 $178,644,349 $66,677,155 37.32%
2013 $172,439,842 $64,431,322 37.36%
Source:  The 2013 Actuarial Valuation Report (as defined below).

1.
2.
3.

Estimated based on prior year’s actuarial valuation.

Based on GASB Statement No. 25.
Based on the 17.5% contribution level as required by the GERS Statute.

As shown in Table D-28, the actual contributions made by the Government in each of the last 10
fiscal years have been well below the amount recommended by the GERS’ actuary, Segal Consulting
(“Segal”), and such underfunding of GERS is expected to have a negative impact on the Government’s
financial condition in future fiscal years. The most recent actuarial valuation report for GERS, dated as of
August 5, 2014, was prepared by Segal (the “2013 Actuarial Valuation Report”). The 2013 Actuarial
Valuation Report is a review of GERS as of October 1, 2013.

The 2013 Actuarial Valuation Report states that, based on all assumptions being exactly met,
including the 7.5% investment return assumption, a level active population, and a total payroll of $370.1
million assumed to increase by 2.5% per year, GERS is projected to be insolvent by the year ending
September 30, 2025. According to the 2013 Actuarial Valuation Report, this projected insolvency date is
two years later than what was reported in the last actuarial valuation and is primarily due to market
investment gains over the last two years.
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Actuarial Methods and Assumptions. Table D-29 below sets forth key actuarial methods and
assumptions for GERS.

Table D-29. Actuarial Methods and Assumptions

Valuation date

Actuarial cost method

Amortization method

Remaining amortization period

Asset valuation method

Actuarial assumptions:

Investment rate of return
Projected salary increases
Cost-of-living adjustments

Sources:

October 1, 2013
Entry Age Normal (“EAN”)

Under EAN, there are two components to the contribution: (i) the normal cost
and (ii) an amortization payment on any unfunded actuarially accrued liability
(“UAAL”). The normal cost (associated with active employees only) is the
present value of benefits that GERS expects to become payable in the future
attributable to the current year’s employment. Normal cost is computed as the
level annual percentage of pay required to fund the retirement benefits between
each member’s date of hire and assumed retirement. The difference between
the EAN actuarial liability and the actuarial value of assets is the UAAL.

Level dollar, closed group
20 years

Market value of assets less unrecognized returns in each of the last five years.
Unrecognized return is equal to the difference between the actual market return
and the expected return on the actuarial value, and is recognized over a five-
year period, further adjusted, if necessary, to be within 20% of the market
value. See Table D-30 for a depiction of this asset valuation method.

7.5% per year compounded annually

4.0% per year compounded annually, attributable to inflation

Cost-of-living adjustments to non-disabled pensioners were suspended.
Disability benefits are increased by 1% per year prior to age 60.

GERS Audited Financials and the 2013 Actuarial Valuation Report.
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A major component of projected asset growth for GERS’ investments is the assumed rate of
return, which should represent the expected long-term rate of return, based on GERS’ investment policy.
As set forth in Table D-29, the assumed rate of return on the actuarial value of assets is 7.5%. The actual
rate of return on an actuarial basis was 5.83% for fiscal year 2013 and 1.67% for fiscal year 2012. Given
such actual rate of return, GERS experienced an actuarial loss during the two-year period ending
September 30, 2013 with regard to its investments, ($20,854,264) in fiscal year 2013 and ($80,188,173)
in fiscal year 2012. Below is a table that shows the investment rate of return of GERS investments from
an actuarial value perspective and a market value perspective for fiscal years 2004-2013.

Table D-30. Investment Return — Actuarial Value vs. Market Value
Fiscal Years 2004-2013

Actuarial Value
Investment Return

Market Value
Investment Return

Year Ended
September 30 Amount Percent Amount Percent
2004 $71,121,154 5.40% $132,269,237 10.61%
2005 $79,765,485 6.02% $155,416,276 11.82%
2006 $113,850,560 8.51% $104,567,156 7.45%
2007 $162,081,911 11.71% $203,822,428 14.15%
2008 $95,522,330 6.48% ($160,719,061) (10.23%)
2009 $75,674,851 5.06% $38,166,899 2.85%
2010 $62,251,642 4.18% $104,159,043 8.05%
2011 $40,829,900 2.80% $19,891,578 1.53%
2012 $23,046,297 1.67% $174,056,576 14.48%
2013 $72,583,326 5.83% $111,523,919 9.12%
Most recent five year average return 3.88% 7.04%
Twelve-year average return 5.50% 6.74%

Source:

The 2013 Actuarial Valuation Report.

History of Actuarial Value of Assets at End of Year. Below is chart that shows the history of
contributions and other income, net investment returns, administrative expenses and benefit payments,
and the actuarial value of assets at the end of fiscal years 2004-2013.

Table D-31. Development of GERS Assets through September 30, 2013

Actuarial

Net Actuarial Value of

Year Ended Employer Employee Other Investment Administrative Benefit Assets at
September 30 Contributions Contributions Income Return'” Expenses Payments End of Year
2004 $54,084,454 $30,800,512 N/A $71,121,154 $8,095,749 $134,528,897  $1,360,288,336
2005 $51,542,030 $30,415,687 N/A $79,765,485 $9,287,655 $143,758,685 $1,368,965,198
2006 $65,061,430 $34,209,871 N/A $113,850,560 $10,257,747 $150,736,277  $1,421,093,035
2007 $60,778,382 $35,769,001 N/A $162,081,911 $9,838,704 $160,639,245 $1,509,244,380
2008 $75,871,146 $36,957,585 N/A $95,522,330 $11,927,702 $172,785,884  $1,532,881,855
2009 $80,177,004 $40,099,762 N/A $75,674,851 $13,364,747 $180,533,545 $1,534,935,280
2010 $77,004,630 $40,107,669 N/A $62,251,642 $13,609,415 $194,685,196  $1,506,004,610
2011 $80,849,762 $42,997,146 N/A $40,829,900 $14,440,676 $207,314,151 $1,448,926,591
2012 $66,677,155 $37,727,063 $2,239,690? $23,046,297 $18,481,417 $233,096,472  $1,327,038,907
2013 $64,431,322 $34,090,376 ($783,854)? $72,583,326 $19,581,770 $240,564,834  $1,237,213,473

Source: The 2013 Actuarial Valuation Report.

2.

Net of investment fees.

Includes adjustment due to restatement from draft financial statements.
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Schedule of Funding Progress. Below is the schedule of funding progress for GERS as of September 30,

2013.
Table D-32. Schedule of GERS Funding Progress
September 30, 2013
(b)
Unfunded (c)
(a) Actuarial Actuarial (d) (e) UAAL as a
Actuarial Actuarial Accrued Accrued Funded Annual Percentage of
Valuation Value of Liability Liability Ratio Covered Covered Payroll
Date Assets (UAAL) (a) + (b) (a)/(c) Payroll (b)/(e)
20040 $1,360,288,336 $977,502,024 $2,337,790,360 58.19% $372,996,234 262.07%
2005 $1,366,982,183  $1,088,574,553 $2.,455,556,736 55.67% $355,462,276 306.24%
2006 $1,421,093,035 $1,236,571,529 $2,657,664,564 53.47% $394,595,844 313.38%
2007 $1,509,244,380  $1,241,138,878 $2,750,383,258 54.87% $419,161,255 296.10%
2008 $1,530,604,789  $1,310,218,726 $2,840,823,515 53.88% $433,549,406 302.21%
2009V $1,534,899,736  $1,397,261,661 $2,932,161,397 52.35% $458,154,309 304.98%
20100 $1,505,970,212  $1,513,059,673 $3,019,029,885 49.88%  $440,026,457 343.86%
2011 $1,448,926,591  $1,719,110,906 $3,168,037,497 45.74%  $403,473,988 426.08%
20120 $1,327,038,907  $1,603,758,454 $3,168,037,497 45.28% $381,012,309 420.92%
20130 $1,237,213,473  $1,843,251,472 $3,080,464,945 40.16% $370,131,865 498.00%
Source: The 2013 Actuarial Valuation Report.

1. For these years, the actuarial accrued liability (“AAL”) was estimated based on projecting the AAL from the last completed actuarial
valuation.

Member Data. Based on the 2013 Actuarial Valuation Report, (i) the number of active members
of GERS is 9,393 and (ii) the number of retired members and beneficiaries of GERS is 8,024. This
results in a ratio of active members to retirees of 1.2.

Based on the GERS Audited Financials, retirees and beneficiaries currently receiving benefits and
terminated employees entitled to benefits but not yet receiving them is 8,653 as of September 30, 2013.
Also, the GERS Audited Financials lists current employees as 9,241 as of September 30, 2013.

Investments. GERS has chosen to manage the investment risks by contractually requiring each
portfolio investment manager to abide by restrictive investment guidelines specifically tailored to that
individual manager rather than adopting across-the-board investment policies with respect to these
investment risks. The guidelines stipulate the investment style, the performance objective, performance
benchmarks, and portfolio characteristics. Each manager is likewise subject to a “manager standard of
care” that establishes a fiduciary relationship requiring the manager to act prudently and solely in the best
interest of GERS. Separately, GERS’ guidelines also require a manager’s investment return performance
to compare favorably with the performance of the relevant passive market index such as the Standard &
Poor 500 Index. GERS’ investments in marketable securities are held in trust by a custodian bank (State
Street Bank and Trust Company) on behalf of GERS and are managed by several professional investment
managers.

As of September 30, 2013, GERS’ net assets at market value totaled $1,252,509,113 and GERS’
net assets at actuarial value totaled $1,237,213,473.
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Early Retirement Act of 1994 (the “ERA”). In August 1994, legislation providing an early
retirement incentive was passed. The legislation was subsequently amended on October 13, 1994,
December 30, 1994, and December 5, 1995. Among other matters, the legislation allowed a member of
GERS who had a combined aggregate number of years of credited service plus number of years of age
attained, equal to at least seventy-five (75) years as of the date of the legislation to retire without
reduction of annuity. Members who attained the age of fifty (50) with at least ten (10) but less than thirty
(30) years of credited service may add an additional three (3) years to their age for this computation.
Members with thirty (30) years of service or who can retire without penalty under the Virgin Islands Code
have their average compensation increased by four (4) percentage points.

For each employee electing to retire pursuant to Section 8(a) of the ERA, the Government is
required to contribute to GERS, on a quarterly basis, an amount equal to the employer and employee
contributions that would have been made until the employee reached age sixty-two (62) had the
employee not elected to retire under the ERA.

For employees electing to retire under Section 8(b) of the ERA, the Government is required to
contribute to GERS a sum equal to the additional contribution the employer and employee would have
made had the employee received a salary four percent (4%) higher during the three (3) years used to
compute the employee’s average compensation figure, plus a sum of $5,000. Based on the calculation,
this amount was $26,935,247 and $26,929,005 as of September 30, 2013 and 2012, respectively, all of
which had been received by GERS since the fiscal year ended September 30, 1998.

The actuary of GERS has determined that the specific funding provided under the ERA is
inadequate to cover the costs of the program. GERS is seeking to recover any unfunded costs of the
program under a newly enacted provision of the retirement law, which provides that the employer will
compensate GERS for the costs of any special early retirement program.

Since 1994, the Legislature has enacted other legislation which has authorized certain unfunded
legislative mandates providing for increased benefits, in addition to the early retirement programs
described above. Without recovery of such increased costs, the increased loss of contributions and
payments required will negatively impact GERS’ ability to meet its future obligations.

Recent Events. On May 15, 2013, the Pension Reform Joint Task Force, authorized by Executive
Order 458-2012, presented its recommendations in response to the September 27, 2011, evaluation report
of the Office of the Inspector General, U.S. Department of Interior on the administrative functions of
GERS. The Department of Interior report had concluded that, due to insufficient contribution levels, and
an unbalanced ratio of active to retired members, the retirement system of the U.S. Virgin Islands may
default within fourteen (14) to nineteen (19) years. The Pension Reform Joint Task Force recommended
the following: (i) have the Government and its employees contribute a larger amount towards pension
benefits, (ii) raising contribution rates for senators and judges, (iii) reducing retiree’s current benefits by
10%, (iv) increasing the early retirement age from fifty (50) years old to fifty-five (55) years old, (v)
increasing the regular retirement age from sixty (60) years old to sixty-five (65) years old, (vi) limiting
the cost of living increase, and (vii) changing the formula used to calculate benefits. The Pension Reform
Joint Task Force continues to work with the Legislature. Hearings on the foregoing recommendations
and pension reform in general were held at the Legislature in May 2014, but no action has been taken to
date to implement the proposed reforms.
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Other Postemployment Benefits

General. In addition to the pension benefits described above under “— Government Employees
Retirement System,” the Government provides other postemployment benefits (“OPEB”) of healthcare,
prescription, dental and life insurance coverage.

These benefits are provided in accordance with Title 3, Chapter 25, Subchapter VIII of the Virgin
Islands Code as part of a cost-sharing, multiple employer defined benefit OPEB plan, in which all
component units of the Government participate and contribute. All employees who retire from
government service after attaining age fifty-five (55) with at least thirty (30) years of service, except for
policemen and firemen who can retire with at least twenty (20) years of service, are eligible for these
benefits.

Based on the audited financial statements for the fiscal year ending September 30, 2013, and as
derived from census data included in the October 1, 2011, actuarial valuation of OPEB, approximately
9,655 active employees, 6,837 service retirees, 1,845 spouses of service retirees covered for medical and
dental benefits, 118 disability retirees, 52 spouses of disability retirees, and 175 deferred vested (i.e., non-
retired employees who have already terminated employment with the Government, but who are eligible
for medical and life insurance benefits when they subsequently reach the qualifying age) meet the
eligibility requirements of OPEB.

The contribution requirements of plan members and the Government are legislated within the
Virgin Islands Code, and may be amended by the Legislature. The plan is a non-funded pay-as-you-go
plan, and expenditures are paid as they become due. For the years ended September 30, 2013 and 2012,
the Legislature budgeted, and paid, $23.9 and $22.3 million for retiree health insurance payments,
respectively.

The Government’s postemployment benefit cost is calculated on the annual required contribution
of the Government, an amount actuarially determined. The first actuarial valuation was prepared as of
October 1, 2007, in accordance with provisions of GASB Statement 45, “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions”, and was updated by the
actuarial consultant on October 1, 2009, October 1, 2011, and October 1, 2012. Due to significant cost
reductions, a new valuation for October 1, 2012, was prepared, projecting liabilities and normal costs to
determine the Government’s annual required contribution for the fiscal year ending September 30, 2013.
The valuation results were based on census data provided by the Government as of October 1, 2011.
Prior to the implementation of GASB Statement 45, the Government did not report an OPEB obligation.
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Schedule of Funding Progress. Below is the schedule of funding progress for OPEB as of
September 30, 2013.

Table D-33. Schedule of OPEB Funding Progress

September 30, 2013
(b)
Unfunded (©)
(a) Actuarial Actuarial (d) (e) UAAL as a
Actuarial Actuarial Accrued Accrued Funded Annual Percentage of
Valuation Value of Liability Liability Ratio Covered Covered Payroll
Date Assets (UAAL) (a) + (b) (a)/(c) Payroll (b)/(e)

10/1/2007 $0 $976,455,000 $976,455,000 0.0% N/A N/A

10/1/2009 $0 $1,069,562,000  $1,069,562,000 0.0% $418,467,000 255.59%

10/1/2011 $0 $1,133,327,000  $1,133,327,000 0.0% $403,389,000 280.95%

10/1/2012 $0 $999,464,000 $999,464,000 0.0% $415,491,000 240.55%

Source: Audited financial statements of the Government for fiscal year ended September 30, 2013.

Labor Relations and Back Wages

Government employees currently are eligible to be members of 13 distinct labor organizations
subject to approximately 26 collective bargaining agreements. Approximately 14 bargaining units are
without collective bargaining agreements. As specific disciplines are not grouped under a single pay
plan, it is common to have clerical and nonprofessional workers in different departments throughout the
Government represented by different unions. Of the approximately 9,600 government workers, including
employees of the executive branch of the Government, approximately 7,200 belong to unions. The
present collective bargaining statute requires binding arbitration for certain classified employees in the
event of an impasse during salary negotiations between the Government and any union. Under this
process, each side chooses an arbitrator and a third impartial arbitrator is selected by the chosen
arbitrators. The arbitration panel investigates and reviews the issues in dispute and renders a final and
binding decision. For other classified employees, the Government must decide to go to impasse or to
enjoin any strike.

As of September 30, 2013, the Government has contractual liabilities for retroactive salary
increases resulting from union arbitrations estimated at $195.3 million accruing from fiscal years 1993
through 2013, as established by the Virgin Islands Retroactive Wage Commission.

Under Title 24, Section 374(h) of the Virgin Islands Code, the Government may not make any
payments of retroactive salaries until there is an appropriation of funds by the Legislature. The
Legislature, from time to time, has appropriated funds for partial payment of such retroactive wages and
related payroll costs. Until additional appropriations are made by the Legislature, the retroactive salary
liability is recorded as a non-current liability in the Government statement of net assets (deficit).
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APPENDIX E

BOOK-ENTRY-ONLY SYSTEM

The information contained in this APPENDIX has been extracted from a document prepared by
DTC, entitled “SAMPLE OFFERING DOCUMENT LANGUAGE DESCRIBING DTC AND BOOK-
ENTRY-ONLY ISSUANCE.”

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Bonds. The Bonds will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully registered Bond certificate will be issued for each maturity of the Bonds, each in the
aggregate principal amount thereof, and will be deposited with DTC. If, however, the aggregate principal
amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500 million
of principal amount, and an additional certificate will be issued with respect to any remaining principal
amount of such issue.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation, and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants). DTC has a Standard &
Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.
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To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co., or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the Bonds, such
as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example,
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the registrar and request that copies of the notices be
provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Redemption proceeds, distributions and dividend payments on the Bonds will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Authority or the Agent on the payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant
and not of DTC, the Agent or the Authority, subject to any statutory or regulatory requirements as may be
in effect from time to time. Payment of redemption proceeds, distributions and dividend payments to
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Authority or the Agent, disbursement of such payments to Direct Participants will be
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to the Agent, and shall effect delivery of such Bonds by causing the Direct Participant to
transfer the Participant’s interest in the Bonds, on DTC’s records, to the Agent. The requirement for
physical delivery of Bonds in connection with an optional tender or a mandatory purchase will be deemed
satisfied when the ownership rights in the Bonds are transferred by Direct Participants on DTC’s records
and followed by a book-entry credit of tendered Securities to the Agent’s DTC account.
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DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Authority or the Agent. Under such circumstances, in the event that a
successor depository is not obtained, definitive Bonds are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and delivered
to DTC.

The information in this APPENDIX concerning DTC and DTC’s book-entry system has been

obtained from sources that the Authority, Jefferies and Bostonia believe to be reliable, but the Authority,
Jefferies and Bostonia take no responsibility for the accuracy thereof.
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APPENDIX F
FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (this “Disclosure Agreement”), dated as of November 1,
2012, as amended as of September 1, 2014, is executed and delivered by the Virgin Islands Public
Finance Authority (the “Authority”) and Digital Assurance Certification, L.L.C., as exclusive Disclosure
Dissemination Agent (the “Disclosure Dissemination Agent” or “DAC”) for the benefit of the Holders
and the Participating Underwriters of the Bonds (hereinafter defined) and in order to provide certain
continuing disclosure with respect to the Bonds in accordance with Rule 15¢2-12 of the United States
Securities and Exchange Commission under the Securities Exchange Act of 1934, as the same may be
amended from time to time (“Rule 15¢2-12"") and the laws of the United States Virgin Islands.

SECTION 1.  Definitions.  Capitalized terms not otherwise defined in this Disclosure
Agreement shall have the meaning assigned in Rule 15¢2-12 or, to the extent not in conflict with Rule
15¢2-12, in the Offering Document (hereinafter defined). The capitalized terms shall have the following
meanings:

“Additional Disclosure” means the information provided to the Disclosure Dissemination Agent
by the Authority pursuant to Sections 9(a) and 9(b).

“Annual Filing Date” means the date set forth in Sections 2(a) and 2(f) by which the Annual
Report is to be filed with the Repository.

“Annual Financial Information” means annual financial information as such term is used in
paragraph (b)(5)(i) of Rule 15¢2-12 and specified in Section 3(a) of this Disclosure Agreement.

“Annual Report” means an Annual Report described in and consistent with Section 3 of this
Disclosure Agreement.

“Audited Financial Statements” means the financial statements (if any) of the Authority for the
prior fiscal year, certified by an independent auditor as prepared in accordance with generally
accepted accounting principles or otherwise, as such term is used in paragraph (b)(5)(i) of Rule
15¢2-12 and specified in Sections 3(b) and 3(c) of this Disclosure Agreement.

“Bonds” means the bonds, with the 9-digit CUSIP numbers relating thereto, listed on the attached
Exhibit A.

“Certification” means a written certification of compliance signed by the Disclosure
Representative stating that the Annual Report, Audited Financial Statements, Quarterly Report,
Additional Disclosure, Voluntary Report or notice of an Event delivered to the Disclosure
Dissemination Agent is the Annual Report, Audited Financial Statements, Quarterly Report,
Additional Disclosure, Voluntary Report or notice of an Event required to be submitted to the
Repository under this Disclosure Agreement. A Certification shall accompany each such
document submitted to the Disclosure Dissemination Agent by the Authority and include the full
name of the Bonds and the 9-digit CUSIP numbers for all Bonds to which the document applies.

“Disclosure Dissemination Agent” or “DAC” means Digital Assurance Certification, L.L.C,
acting in its capacity as Disclosure Dissemination Agent hereunder, or any successor Disclosure

Dissemination Agent designated in writing by the Authority pursuant to Section 12.

“Disclosure Representative” means the Director of Finance and Administration of the Authority
or his or her designee, or such other person as the Authority shall designate in writing to the
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Disclosure Dissemination Agent from time to time as the person responsible for providing
Information to the Disclosure Dissemination Agent.

“Event” means an event listed in Section 7(a) of this Disclosure Agreement.

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries) or (b) treated as the owner of any Bonds for
federal income tax purposes.

“Information” means the Annual Financial Information, the Audited Financial Statements (if
any), the Quarterly Report, the Additional Disclosure, the Voluntary Report and the notice of an
Event.

“MSRB” means the Municipal Securities Rulemaking Board established pursuant to Section
16B(b)(1) of the Securities Exchange Act of 1934.

“Offering Document” means that offering document prepared by the Authority in connection
with the issuance of Bonds listed in Exhibit A.

“Participating Underwriters” means the Participating Underwriter(s) as defined by Rule 15¢2-
12 of the respective issue of Bonds listed in Exhibit A.

“Quarterly Report” means information required to be provided on a quarterly basis as specified
in Section 5 of this Disclosure Agreement.

“Quarterly Report Date” shall mean within 45 days after of the end of each quarter of each
Fiscal Year.

“Repository” means (i) MSRB or any other entity designated or authorized by the SEC to receive
reports pursuant to Rule 15¢2-12 and (ii) any State Depository. Until otherwise designated by the
MSRB or the SEC, filings with the MSRB are to be made through the Electronic Municipal
Market Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org.

“SEC” means the United States Securities and Exchange Commission.

“State Depository” means any public or private depository or entity designated by the
Government of the Virgin Islands as a state information depository.

“Trustee” means the institution defined as such in the document under which the respective issue
of Bonds was issued.

“Voluntary Report” means the information provided to the Disclosure Dissemination Agent by
the Authority pursuant to Section 9.

SECTION 2. Provision of Annual Reports.

(a) The Authority shall provide, annually, an electronic copy of the Annual Report and

Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
the Annual Filing Date. Promptly upon receipt of an electronic copy of the Annual Report and the
Certification, the Disclosure Dissemination Agent shall provide an Annual Report to the Repository not
later than 270 days after the end of each fiscal year of the Authority, commencing with the fiscal year
ending September 30, 2012. Such date and each anniversary thereof is the Annual Filing Date. The
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Annual Report may be submitted as a single document or as separate documents comprising a package,
and may cross-reference other information as provided in Section 6 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Annual Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Annual Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-mail) to remind the Authority of its undertaking to provide the Annual Report pursuant to Section
2(a). Upon such reminder, the Disclosure Representative shall either (i) provide the Disclosure
Dissemination Agent with an electronic copy of the Annual Report and the Certification no later than two
(2) business days prior to the Annual Filing Date, or (ii) instruct the Disclosure Dissemination Agent in
writing that the Authority will not be able to file the Annual Report within the time required under this
Disclosure Agreement, state the date by which the Annual Report for such fiscal year will be provided
and instruct the Disclosure Dissemination Agent to immediately send a notice to the Repository in
substantially the form attached as Exhibit B.

(©) If the Disclosure Dissemination Agent has not received an Annual Report and
Certification by 6:00 p.m. Eastern time on the Annual Filing Date (or, if such Annual Filing Date falls on
a Saturday, Sunday or holiday, then the first business day thereafter) for the Annual Report, the Authority
irrevocably directs the Disclosure Dissemination Agent to immediately send a notice to the Repository in
substantially the form attached as Exhibit B, without reference to the anticipated filing date for the
Annual Report if one is not available, accompanied by a cover sheet completed by the Disclosure
Dissemination Agent in the form set forth in Exhibit C-1.

(d) If Audited Financial Statements of the Authority are prepared but not available prior to
the Annual Filing Date, the Authority shall, when the Audited Financial Statements are available, provide
in a timely manner an electronic copy to the Disclosure Dissemination Agent, accompanied by a
Certificate, together with a copy for the Trustee, for filing with the Repository.

(e) The Disclosure Dissemination Agent shall:
) determine the name and address of the Repository each year prior to the Annual
Filing Date;
(i1) upon receipt, promptly file each Annual Report received under Section 2(a) with
the Repository;

(i)  upon receipt, promptly file each Audited Financial Statement received under
Section 2(d) with the Repository;

(iv) upon receipt, promptly file the text of each disclosure to be made with the MSRB
and a completed copy of the MSRB Material Event Notice Cover Sheet in the
form attached as Exhibit C, describing the event by checking the appropriate box
on the form attached as Exhibit C when filing pursuant to:

1. Section 7(c) and the relevant subsection of Section 7(a) of this
Disclosure Agreement; or

2. Section 2(b)(ii) or Section 2(c) of this Disclosure Agreement, together
with a completed copy of Exhibit B to this Disclosure Agreement.

v) provide the Authority evidence of the filings of each of the above when made,

which shall be by means of the DAC system, for so long as DAC is the
Disclosure Dissemination Agent under this Disclosure Agreement.
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) The Authority may adjust the Annual Filing Date upon change of its fiscal year by
providing written notice of such change and the new Annual Filing Date to the Disclosure Dissemination
Agent, Trustee (if any) and the Repository, provided that the period between the existing Annual Filing
Date and the new Annual Filing Date shall not exceed one year.

SECTION 3. Content of Annual Reports.

(a) Each Annual Report shall contain Annual Financial Information with respect to the
Authority, including (i) an update to the tabular information provided in the Offering Document under the
headings “GROSS RECEIPTS TAXES” and “THE UNITED STATES VIRGIN ISLANDS”, if
applicable, and in the Appendix to the Offering Document that contains economic and demographic
information regarding the United States Virgin Islands, and (ii) updated information with respect to the
percentage of Gross Receipts Tax collections from the top 5 and the top 10 taxpayers.

(b) Audited Financial Statements of the Authority prepared in accordance with generally
accepted accounting principles (“GAAP”) as described in the Offering Document will be included in the
Annual Report. If audited financial statements are not available, then, unaudited financial statements,
prepared in accordance with GAAP will be included in the Annual Report. Audited Financial Statements
(if any) will be provided pursuant to Section 2(d).

(© Audited Financial Statements of the Government prepared in accordance with GAAP as
described in the Offering Document will be included in the Annual Report. If audited financial statements
are not available, then, unaudited financial statements, prepared in accordance with GAAP will be
included in the Annual Report. Audited Financial Statements (if any) will be provided pursuant to
Section 2(d).

(d) The information regarding amendments to this Disclosure Agreement pursuant to Section
15 of this Disclosure Agreement will be included in the Annual Report.

SECTION 4.  Provision of Quarterly Reports.

(a) The Authority shall provide, quarterly, an electronic copy of the Quarterly Report and
Certification to the Disclosure Dissemination Agent, together with a copy for the Trustee, not later than
the Quarterly Filing Date. Promptly upon receipt of an electronic copy of the Quarterly Report and the
Certification, the Disclosure Dissemination Agent shall provide a Quarterly Report to the Repository not
later than 45 days after the end of each quarter of each fiscal year of the Authority, commencing with the
quarter ending June 30 of fiscal year ending September 30, 2012. Such date and each 45 days after each
quarter thereof is the Quarterly Filing Date. The Quarterly Report may be submitted as a single document
or as separate documents comprising a package, and may cross-reference other information as provided in
Section 6 of this Disclosure Agreement.

(b) If on the fifteenth (15th) day prior to the Quarterly Filing Date, the Disclosure
Dissemination Agent has not received a copy of the Quarterly Report and Certification, the Disclosure
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may
be by e-mail) to remind the Authority of its undertaking to provide the Quarterly Report pursuant to
Section 4(a). Upon such reminder, the Disclosure Representative shall either (i) provide the Disclosure
Dissemination Agent with an electronic copy of the Quarterly Report and the Certification) no later than
two (2) business days prior to the Quarterly Filing Date, or (ii) instruct the Disclosure Dissemination
Agent in writing that the Authority will not be able to file the Quarterly Report within the time required
under this Disclosure Agreement, state the date by which the Quarterly Report for such quarter will be
provided and instruct the Disclosure Dissemination Agent to immediately send a notice to the Repository
in substantially the form attached as Exhibit B.
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(©) If the Disclosure Dissemination Agent has not received a Quarterly Report and
Certification by 12:00 noon on the first business day following the Quarterly Filing Date for the Quarterly
Report, the Authority shall irrevocably direct the Disclosure Dissemination Agent to immediately send a
notice to the Repository in substantially the form attached as Exhibit B.

(d) The Disclosure Dissemination Agent shall:

) determine the name and address of the Repository prior to the Quarterly Filing
Date;

(i1) upon receipt, promptly file each Quarterly Report received under Section 4(a)
with the Repository; and

(ii1) upon receipt, promptly file with the MSRB the text of each disclosure and a
completed copy of the MSRB Material Event Notice Cover Sheet in the form
attached as Exhibit C, describing the event by checking the appropriate box on
the form attached as Exhibit C when filing pursuant to:

1. Section 7(c) and the relevant subsection of Section 7(a) of this
Disclosure Agreement; or

2. Section 4(b)(ii) or Section 4(c) of this Disclosure Agreement, together
with a completed copy of Exhibit B to this Disclosure Agreement; and

(iv)  provide the Authority evidence of the filings of each of the above when made,
which shall be by means of the DAC system, for so long as DAC is the
Disclosure Dissemination Agent under this Disclosure Agreement.

SECTION 5. Content of Quarterly Reports.

(a) The Authority and the Government shall provide (i) quarterly summaries of the
information provided by the Virgin Islands Bureau of Internal Revenue on Gross
Receipts Taxes collected as reported by the Bureau of Internal Revenue and (ii)
quarterly review of Gross Receipts Taxes transferred to the Collecting Agent for
deposit into the Special Escrow Account by the certified public accounting firm in
accordance with the terms of the Loan Agreement entered into by and among the
Authority, the Government and the Trustee in connection with the issuance of the
Bonds.

SECTION 6. Incorporation by Reference; Modified Data.

(a) Any or all of the items listed in Section 3 and Section 5 hereof may be included by
specific reference from other documents, including offering documents of debt issues with respect to
which the Authority is an “obligated person” (as defined by Rule 15¢2-12), which have been previously
filed with the Repository or the SEC. If the document incorporated by reference is a final offering
document, it must be available from the MSRB. The Authority will clearly identify each such document
so incorporated by reference.

(b) The requirements contained under Section 3 and Section 5 hereof are intended to set forth
a general description of the type of financial information and operating data to be provided; such
descriptions are not intended to state more than general categories of financial information and operating
data; and where the provisions of Section 3 or Section 5 call for information that no longer can be
generated or is no longer relevant because the operations to which it related have been materially changed
or discontinued, a statement to that effect shall be provided.
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(©) Any annual or quarterly financial information containing modified operating data or
financial information is required to explain, in narrative form, the reasons for the modification and the
impact of the change in the type of operating data or financial information being provided.

SECTION 7. Event Disclosure.

(a) The Authority will provide or cause to be provided to the MSRB a notice of the
occurrence of any Event not later than ten (10) business days after the occurrence of an Event. Each
notice of an Event shall be so captioned and shall prominently state the title, date and CUSIP number of
the Bonds. “Event” means any one of the following events with respect to the Bonds:

1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial difficulties;

3. Unscheduled draws on credit enhancements relating to the Bonds reflecting financial
difficulties;

4. Substitution of credit or liquidity providers, or their failure to perform;

5. Adverse tax opinions or issuance by the IRS of proposed or final determination of
taxability or of a Notice or Proposed Issue (IRS Form 5701 TEB);

6. Tender Offers;

7. Defeasances;

8. Rating Changes;

9. Bankruptcy, insolvency, receivership or similar event of the obligated person;

10. Unless described in 7(a)(5), other material notices or determinations by the IRS with
respect to the tax status of the Bonds or other material events affecting the tax status of
the Bonds;

11. Modifications to rights of Bond Holders, if material;

12. Optional, unscheduled or contingent Bond calls, if material;

13. Release, substitution, or sale of property securing repayment of the Bonds, if material;

14. Non-payment related defaults, if material;

15. If material, consummation of a merger, consolidation or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligation
person, other than in the ordinary course of business, the entry into a definitive agreement
to undertake such an action or the termination of a definitive agreement relation to any
such actions, other than pursuant to its terms; and

16. Appointment of a successor or additional trustee or the change of name of a trustee, if

material.

Note: for the purposes of the Event identified in subparagraph 7(a)(9) above, the Event is
considered to occur when any of the following occur: the appointment of a receiver,
fiscal agent or similar officer for an obligated person in a proceeding under the U.S.
Bankruptcy Code or in any other proceeding under state or federal law in which a court
or governmental authority has assumed jurisdiction over substantially all of the assets or
business of the obligated person, or if such jurisdiction has been assumed by leaving the
existing governmental body and officials or officers in possession but subject to the
supervision and orders of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by a court or
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governmental authority having supervision or jurisdiction over substantially all of the
assets or business of the obligated person.

Whenever the Authority obtains knowledge of the occurrence of an Event described in Sections
7(a)(10)-(16), the Authority shall determine if such event would be material under applicable federal
securities laws. Notwithstanding the foregoing, notice of the Event described in subparagraphs 7(a)(7) or
7(2)(12) need not be given any earlier than the notice (if any) of the underlying event is given to the
Bondholders of affected Bonds pursuant to the applicable indenture of trust.

The Authority shall promptly notify the Disclosure Dissemination Agent in writing upon the
occurrence of an Event. Such notice shall instruct the Disclosure Dissemination Agent to report the
occurrence pursuant to subsection (c¢). Such notice shall be accompanied with the text of the disclosure
that the Authority desires to make, the written authorization of the Authority for the Disclosure
Dissemination Agent to disseminate such information, and the date the Authority desires for the
Disclosure Dissemination Agent to disseminate the information, provided that such disclosure must occur
within 10 days of the occurrence of the Event.

(b) The Disclosure Dissemination Agent is under no obligation to notify the Authority or the
Disclosure Representative of an event that may constitute an Event. If the Disclosure Dissemination
Agent so notifies the Disclosure Representative, the Disclosure Representative shall within five (5)
business days of receipt of such notice, instruct the Disclosure Dissemination Agent that (i) an Event has
not occurred and no filing is to be made or (ii) an Event has occurred and the Disclosure Dissemination
Agent is to report the occurrence pursuant to subsection (c), together with the text of the disclosure that
the Authority desires to make, the written authorization of the Authority for the Disclosure Dissemination
Agent to disseminate such information, and the date the Authority desires for the Disclosure
Dissemination Agent to disseminate the information.

(© If the Disclosure Dissemination Agent has been instructed by the Authority as prescribed
in subsection (a) or (b)(ii)) of this Section to report the occurrence of an Event, the Disclosure
Dissemination Agent shall promptly file a notice of such occurrence with the Repository.

SECTION 8. CUSIP Numbers. = Whenever providing information to the Disclosure
Dissemination Agent, including but not limited to Annual Reports, documents incorporated by reference
to the Annual Reports, Audited Financial Statements, notices of Events, Quarterly Reports, Additional
Disclosure and Voluntary Reports, the Authority shall indicate the full name of the Bonds and the 9-digit
CUSIP numbers for the Bonds as to which the provided information relates.

SECTION 9.  Voluntary Reports.

(a) The Authority may instruct the Disclosure Dissemination Agent to file information with
the Repository, from time to time pursuant to a Certification of the Disclosure Representative
accompanying such information.

(b) Upon receipt, the Disclosure Dissemination Agent shall promptly file the text of each
Voluntary Report to be made with the MSRB and a completed copy of the MSRB Material Event Notice
Cover Sheet in the form attached as Exhibit C, describing the event by checking the appropriate box on
the form attached as Exhibit C together with the summary description provided by the Disclosure
Representative.

(©) Nothing in this Disclosure Agreement shall be deemed to prevent the Authority from
disseminating any other information through the Disclosure Dissemination Agent using the means of
dissemination set forth in this Disclosure Agreement or including any other information in any Annual
Report, Annual Financial Statement, Quarterly Report, Additional Disclosure, Voluntary Report or notice
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of an Event, in addition to that required by this Disclosure Agreement. If the Authority chooses to
include any information in any Annual Report, Annual Financial Statement, Quarterly Report, Voluntary
Report or notice of an Event in addition to that which is specifically required by this Disclosure
Agreement, the Authority shall have no obligation under this Disclosure Agreement to update such
information or include it in any future Annual Report, Annual Financial Statement, Quarterly Report,
Voluntary Report or notice of an Event.

SECTION 10. Other State and Federal Law Obligations. The Authority acknowledges and
understands that other state and federal laws, including but not limited to the Securities Act of 1933 and
Rule 10b-5 promulgated under the Securities Exchange Act of 1934, may apply to the Authority, and that
the failure of the Disclosure Dissemination Agent to advise the Authority that state and federal laws,
including securities laws and disclosure obligations thereunder, may apply to the Authority shall not
constitute a breach by the Disclosure Dissemination Agent of any of its duties and responsibilities under
this Disclosure Agreement. The Authority acknowledges and understands that the duties of the
Disclosure Dissemination Agent relate exclusively to execution of the mechanical tasks of disseminating
information as described in this Disclosure Agreement.

SECTION 11. Termination of Reporting Obligation. The obligations of the Authority and the
Disclosure Dissemination Agent under this Disclosure Agreement and the obligations of the Government
pursuant to Sections 3(c) and 5(a) hereof shall terminate upon the legal defeasance, prior redemption or
payment in full of all of the Bonds, when the Authority is no longer an obligated person with respect to
the Bonds, or upon delivery by the Disclosure Representative to the Disclosure Dissemination Agent of
an opinion of nationally recognized bond counsel to the effect that continuing disclosure is no longer
required.

SECTION 12. Disclosure Dissemination Agent. The Authority has appointed Digital Assurance
Certification, L.L.C. as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The
Authority may, upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee,
replace or appoint a successor Disclosure Dissemination Agent. Upon termination of DAC’s services as
Disclosure Dissemination Agent, whether by notice of the Authority or DAC, the Authority agrees to
appoint a successor Disclosure Dissemination Agent or, alternately, agrees to assume all responsibilities
of Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders and
the Underwriters or the Placement Agents of the Bonds, as applicable. Notwithstanding any replacement
or appointment of a successor, the Authority shall remain liable until payment in full for any and all sums
owed and payable to the Disclosure Dissemination Agent. The Disclosure Dissemination Agent may
resign at any time by providing thirty days’ prior written notice to the Authority.

SECTION 13. Remedies in Event of Default. In the event of a failure of the Authority or the
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement, the Holders’
rights to enforce the provisions of this Disclosure Agreement shall be limited solely to a right, by action
in mandamus or for specific performance, to compel performance of the parties' obligation under this
Disclosure Agreement; provided that any Holder or Participating Underwriter seeking to require
compliance with this Disclosure Agreement shall first provide to the Disclosure Representative at least 30
days’ prior written notice of the Authority’s failure, giving reasonable details of such failure, following
which notice the Authority shall have 30 days to comply. Any failure by a party to perform in accordance
with this Disclosure Agreement shall not constitute a default with respect to the Bonds or under any other
document relating to the Bonds, and all rights and remedies shall be limited to those expressly stated
herein. Any failure by a party to perform in accordance with this Disclosure Agreement shall not
constitute a default with respect to the Bonds or under any other document relating to the Bonds, and all
rights and remedies shall be limited to those expressly stated herein.
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SECTION 14. Duties, Immunities and Liabilities of Disclosure Dissemination Agent.

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set
forth in this Disclosure Agreement. The Disclosure Dissemination Agent’s obligation to deliver the
information at the times and with the contents described herein shall be limited to the extent the Authority
has provided such information to the Disclosure Dissemination Agent as required by this Disclosure
Agreement. The Disclosure Dissemination Agent shall have no duty with respect to the content of any
disclosures or notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have
no duty or obligation to review or verify any Information or any other information, disclosures or notices
provided to it by the Authority and shall not be deemed to be acting in any fiduciary capacity for the
Authority, the Holders of the Bonds or any other party. The Disclosure Dissemination Agent shall have
no responsibility for the Authority’s failure to report to the Disclosure Dissemination Agent an Event or a
duty to determine the materiality thereof. The Disclosure Dissemination Agent shall have no duty to
determine, or liability for failing to determine, whether the Authority has complied with this Disclosure
Agreement. The Disclosure Dissemination Agent may conclusively rely upon certifications of the
Authority at all times.

(b) The Disclosure Dissemination Agent may, from time to time, consult with legal counsel
(either in-house or external) of its own choosing in the event of any disagreement or controversy, or
question or doubt as to the construction of any of the provisions hereof or its respective duties hereunder,
and shall not incur any liability and shall be fully protected in acting in good faith upon the advice of such
legal counsel. The reasonable fees and expenses of such counsel shall be payable by the Authority. The
obligations of the Authority under this Section 14(b) shall survive resignation or removal of the
Disclosure Dissemination Agent and defeasance, redemption or payment of the Bonds.

SECTION 15. Amendment; Waiver.

(a) The Authority at any time and from time to time may waive any provision of this
Disclosure Agreement or enter into any amendments to this Disclosure Agreement for any of the
following purposes:

(1) to comply with or conform to Rule 15¢2-12 or any amendments thereto or
authoritative interpretations thereof by the SEC or its staff (whether required or optional) which
are applicable to the Disclosure Agreement;

(i1) to replace or appoint a successor to the Disclosure Dissemination Agent; or

(i)  for any other purpose as a result of a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature or status of the
Authority, or type of business conducted; provided that (a) the Disclosure Agreement, as
amended, would have complied with the requirements of Rule 15¢2-12 at the time of the offering
of the Bonds, after taking into account any amendments or authoritative interpretations of Rule
15c2-12, as well as any change in circumstances, (b) the amendment or change does not
materially impair the interests of Holders, as determined by counsel expert in federal securities
laws and (c) the Authority receives a written opinion of counsel expert in federal securities laws
that such amendment is authorized or permitted by this Disclosure Agreement;

provided neither the Authority or the Disclosure Dissemination Agent shall be obligated to agree
to any amendment modifying their respective duties or obligations without their consent thereto; and
further provided that, if an amendment of this Disclosure Agreement affects the respective obligations of
the Government hereunder, the Authority and the Disclosure Dissemination Agent may not amend this
Disclosure Agreement without obtaining prior written consent of the Government to such an amendment.
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(b) Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have
the right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to
and interpretations of the provisions of Rule 15c¢2-12 as announced by the SEC from time to time by
giving not less than 20 days written notice of the intent to do so together with a copy of the proposed
amendment to the Authority. No such amendment shall become effective if the Authority shall, within 10
days following the giving of such notice, send a notice to the Disclosure Dissemination Agent in writing
that it objects to such amendment.

SECTION 16. Beneficiaries; Applicability to Prior Bonds.

(a) This Disclosure Agreement shall inure solely to the benefit of the Authority, the Trustee,
the Disclosure Dissemination Agent, the Underwriters, the Placement Agents and the Holders from time
to time of the Bonds, and shall create no rights in any other person or entity.

(b) This Disclosure Agreement is applicable to the Bonds set forth in Exhibit A, as such
Exhibit A may be supplemented or amended from time to time.

SECTION 17. Governing Law. This Disclosure Agreement shall be governed by the laws of the
United States Virgin Islands (other than with respect to conflicts of laws).

SECTION 18. Counterparts.  This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the same
instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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The Disclosure Dissemination Agent and the Authority have caused this Disclosure Agreement to
be executed, on the date first written above, by their respective officers duly authorized.

DIGITAL ASSURANCE CERTIFICATION, L.L.C., as
Disclosure Dissemination Agent

By:
Paula Stuart
CEO

VIRGIN ISLANDS
PUBLIC FINANCE AUTHORITY

By:

Angel E. Dawson, Jr.
Executive Director



ACKNOWLEDGEMENT AND AGREEMENT:

The Government of the United States Virgin Islands hereby acknowledges the Authority’s
undertaking to provide information in accordance with Rule 15¢2-12 as described herein and agrees to
make available (i) within 270 days of the end of the Government’s fiscal year, information set forth in
Section 3(c) hereof, and (ii) within 45 days of the end of each quarter of the Government’s fiscal year,
information set forth in Section 5(a) hereof.

By:

Angel E. Dawson, Jr.
Commissioner of Finance
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EXHIBIT A

NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority
Obligated Person(s): Virgin Islands Public Finance Authority
Principal Amount & $299,880,000 Revenue Bonds (Virgin Islands Gross Receipts Taxes
Name of Bond Issue: Loan Note), Series 1999A
Date of Official Statement: November 10, 1999
Date of Issuance: November 16, 1999
Underwriter(s): PaineWebber Incorporated, et al.
CUSIP Number(s): 927676JHO
9276761J6
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EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority
Obligated Person(s): Virgin Islands Public Finance Authority

Principal Amount & $268,020,000 Revenue Bonds (Virgin Islands Gross Receipts Taxes
Name of Bond Issue: Loan Note), Series 2003 A

Date of Official Statement: December 5, 2003
Date of Issuance: December 17, 2003
Underwriter: UBS Financial Services Inc.

CUSIP Number(s): 927676KES
927676KF2
927676KGO
927676KHS8
927676KJ4
927676KK1
927676KL9
927676KM7
927676KN5
927676KP0
927676KQ8
927676KR6
927676KS4
927676KT2
927676KU9
927676KV7
927676KW5
927676LF1
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EXHIBIT A
NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority
Obligated Person(s): Virgin Islands Public Finance Authority

Principal Amount & $219,490,000 Revenue Bonds (Virgin Islands Gross Receipts Taxes
Name of Bond Issue: Loan Note), Series 2006

Date of Official Statement: September 19, 2006
Date of Issuance: September 28, 2006
Underwriter: UBS Investment Bank

CUSIP Number(s): 927676MFO0
927676MG8
927676MH6
927676MJ2
927676MK9
927676ML7
927676MM5
927676MN3
927676MP8
927676MQ6
927676MR4
927676MS2
927676 MTO
927676MU7
927676MV5
927676MW3
927676MX1
927676MY9
927676MZ6
927676NA0
927676NF9
927676NG7
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EXHIBIT A

NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority

Obligated Person(s): Virgin Islands Public Finance Authority

Principal Amount & $197,065,000 Revenue Refunding Bonds (Virgin Islands Gross Receipts

Name of Bond Issue: Taxes Loan Note), Series 2012A (Working Capital Refinancing/Tax
Exempt)

$31,740,000 Revenue Refunding Bonds (Virgin Islands Gross Receipts
Taxes Loan Note), Series 2012B (Broadband Project
Refinancing/Federally Taxable)

Date of Private Placement November 9, 2012

Memorandum:

Date of Issuance: November 20, 2012

Co-Placement Agents: Jefferies; Bostonia Global Securities LLC

CUSIP Number(s): Series 2012A Series 2012B
927676RM0 927676RQ1
927676RNS8
927676RP3
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EXHIBIT A

NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority
Obligated Person(s): Virgin Islands Public Finance Authority
Principal Amount & $35,115,000 Revenue Bonds (Virgin Islands Gross Receipts Taxes Loan
Name of Bond Issue: Note), Series 2012C (Capital Projects/Tax-Exempt)
Date of Private Placement December 17, 2012
Memorandum:
Date of Issuance: December 19, 2012
Co-Placement Agents: Jefferies; Bostonia Global Securities LLC
CUSIP Number(s):
927676RTS
927676RU2
927676RV0
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EXHIBIT A

NAME AND CUSIP NUMBERS OF BONDS

Name of Issuer: Virgin Islands Public Finance Authority
Obligated Person(s): Virgin Islands Public Finance Authority
Principal Amount & $49,640,000 Revenue Bonds (Virgin Islands Gross Receipts Taxes Loan
Name of Bond Issue: Note), Series 2014A (Working Capital)
Date of Private Placement August 27,2014
Memorandum:
Date of Issuance: September 5, 2014
Co-Placement Agents: Jefferies; Bostonia Global Securities LLC
CUSIP Number(s):

927676SV9

927676SW7

927676SX5

927676SY3

927676SZ0

927676TA4

927676TB2

927676TCO
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EXHIBIT B

NOTICE TO REPOSITORY OF FAILURE TO FILE ANNUAL/QUARTERLY REPORT

Name of Issuer Virgin Islands Public Finance Authority

Name of Bond Issue:

Date of Issuance:

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual/Quarterly Report with
respect to the above-named Bonds as required by the Continuing Disclosure Agreement, dated as of
November 1, 2012, between the Issuer and Digital Assurance Certification, L.L.C., as Disclosure
Dissemination Agent. The Issuer has notified the Disclosure Dissemination Agent that it anticipates that
the Annual/Quarterly Report will be filed by

Dated:

Digital Assurance Certification, L.L.C., as Disclosure
Dissemination Agent, on behalf of the Issuer
cc: Issuer
Obligated Person(s)
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EXHIBIT C

EVENT NOTICE COVER SHEET

This cover sheet and event notice will be sent to the Municipal Securities Rulemaking Board pursuant to Securities
and Exchange Commission Rule 15¢2-12(b)(5)(1)(C) and (D) and the State Depository, if any, pursuant to the laws
of the United States Virgin Islands.

Issuer’s and/or Other Obligated Person’s Name:
Issuer’s Six-Digit CUSIP Number:
or Nine-Digit CUSIP Number(s) of the bonds to which this event notice relates (the “Bonds”):

Number of pages of attached event notice:

Description of Event Notice (Check One):

wok v

Ooodo gogodg DDDDD‘

1O

10.

11.
12.
13.
14.
15.

16.
17.

Principal and interest payment delinquencies

Unscheduled draws on debt service reserves reflecting financial difficulties
Unscheduled draws on credit enhancements reflecting financial difficulties
Substitution of credit or liquidity providers, or their failure to perform

Adverse tax opinions or issuance by the Internal Revenue Service of proposed or final
determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB)

Tender Offers

Defeasances

Rating changes

Bankruptcy, insolvency, receivership or similar event of the obligated person

Other material notices or determinations by the Internal Revenue Service with respect to the tax
status of the Bonds or other material events affecting the tax status of the Bonds

Modifications to rights of Bond holders, if material

Optional, unscheduled or contingent Bond calls, if material

Release, substitution, or sale of property securing repayment of the Bonds, if material
Non-payment related defaults, if material

If material, consummation of a merger, consolidation or acquisition involving an obligated person
or the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an action or
the termination of a definitive agreement relating to any such action, other than pursuant to its
terms

Appointment of a successor or additional trustee or the change of name of a trustee, if material

Other event notice (specify)

Failure to provide annual financial information as required.

I hereby represent that I am authorized by the issuer or its agent to distribute this information publicly:

Signature:
Name: Title:
Employer: Digital Assurance Certification, L.L.C.
Address:
City, State, Zip Code:
Telephone Number:

F-20



APPENDIX G

FORM OF OPINION OF BOND COUNSEL

September 5, 2014

Virgin Islands Public Finance Authority
St. Thomas, Virgin Islands

The Bank of New York Mellon Trust Company, N.A.
Jacksonville, Florida

Ladies and Gentlemen:

We have examined a Record of Proceedings relating to the issuance of $49,640,000
Revenue Bonds (Virgin Islands Gross Receipts Taxes Loan Note), Series 2014A (Working Capital) (the
“Series 2014A Bonds”) of the United States Virgin Islands Public Finance Authority (herein called the
“Authority”), a body corporate and politic, constituting a public corporation and autonomous
governmental instrumentality of the Government of the United States Virgin Islands (the “Government”),
organized and existing under and pursuant to the Revised Organic Act of 1954, as amended (48 U.S.C.
Section 1574 et seq.) (the “Revised Organic Act”), and the Virgin Islands Public Finance Authority Act
(Title 29, Chapter 15, of the Virgin Islands Code), as amended, 2013 V.I. Act 7499, as amended by 2014
V.I. Act 7631, as further amended by 2014 V.I. Act 7637 (collectively, the “Act”), and Resolution
No. 14-007, dated August 13, 2014 (the “Bond Resolution”).

The Series 2014A Bonds are issued under and pursuant to the Revised Organic Act, the
Act, the Bond Resolution, an Indenture of Trust, dated as of November 1, 1999 (the “Indenture of Trust”),
as previously supplemented and amended, including as supplemented by the Seventeenth Supplemental
Indenture of Trust, dated as of September 1, 2014 (the “Seventeenth Supplemental Indenture” and,
together with the Indenture of Trust, the “Indenture”), each by and between the Authority and The Bank
of New York Mellon Trust Company, N.A., Jacksonville, Florida, as successor trustee (the “Trustee”).
All terms not otherwise defined herein shall have the meanings set forth in the Indenture.

The Series 2014A Bonds shall be secured by the Indenture, which pledges and assigns to
the Trustee a lien on and a security interest in the Trust Estate, subject to the provisions of the Indenture.

The proceeds of the Series 2014A Bonds are being loaned by the Authority to the
Government pursuant to a Loan Agreement, dated as of September 1, 2014, by and among the Authority,
the Government and the Trustee (the “Series 2014A Loan Agreement”), against delivery by the
Government of its $49,640,000 principal amount Series 2014A Gross Receipts Taxes Loan Note (the
“Series 2014A Loan Note”).

The Series 2014A Bonds shall be dated, shall mature, shall be subject to redemption prior
to maturity and shall have such other terms as set forth in the Indenture.

The proceeds of the Series 2014A Bonds will be used to (i) finance operating costs in the
Government General Fund for Fiscal Year 2014, (ii) finance electric and water receivables owed by
Governor Juan F. Luis Hospital and Medical Center and Schneider Regional Medical Center (collectively,
the “Hospitals”) and the Bureau of Corrections to the Virgin Islands Water and Power Authority,
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(ii1) working capital for the Hospitals, (iv) an upgrade of electronic medical records at Governor Juan F.
Luis Hospital and Medical Center, (v) capital improvements at Schneider Regional Medical Center, (vi) a
grant to Sea View Nursing Home for the payment of certain outstanding debt, (vii) fund an amount
necessary to meet the Debt Service Reserve Requirement related to the Series 2014A Bonds, and
(viii) pay certain costs of issuing the Series 2014A Bonds.

Pursuant to the Indenture, the Authority is authorized to issue Additional Bonds from
time to time upon the terms and conditions set forth therein.

The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain
requirements that must be met subsequent to the issuance and delivery of the Series 2014A Bonds in
order that interest on the Series 2014A Bonds will be and remain excluded from gross income for Federal
income tax purposes pursuant to Section 103 of the Code. These requirements include, but are not limited
to, requirements relating to the use and expenditure of gross proceeds of the Series 2014A Bonds, yield
and other restrictions on investments of gross proceeds, and the Arbitrage Rebate Requirement that
certain excess earnings on gross proceeds be rebated to the Federal government. Noncompliance with
such requirements may cause interest on the Series 2014A Bonds to become included in gross income for
Federal income tax purposes retroactive to their issue date, irrespective of the date on which such
noncompliance occurs or is discovered. The Authority has covenanted to comply with certain applicable
requirements of the Code to assure the exclusion of interest on the Series 2014A Bonds from gross
income under Section 103 of the Code. In rendering the opinion in paragraph four hereof, we have
assumed that the Authority and the Government will comply with the provisions and procedures set forth
in the Arbitrage and Use of Proceeds Certificate.

We are of the opinion that:

1. The Authority is duly created and validly existing under the provisions of the Act
and the Revised Organic Act.

2. The Indenture has been duly authorized, executed and delivered by the Authority
and, assuming the due authorization, execution and delivery thereof by the Trustee, is valid and binding
upon the Authority and enforceable in accordance with its terms. The Indenture creates the valid pledge
which it purports to create of the Trust Estate, moneys, securities and funds held or set aside under the
Indenture, subject only to the application thereof to the purposes and on the conditions permitted by the
Indenture.

3. The Series 2014A Bonds are valid and binding special limited obligations of the
Authority, enforceable in accordance with their terms and the terms of the Indenture and entitled to the
benefits of the Indenture, the Revised Organic Act, and the Act, and the Series 2014A Bonds have been
duly and validly authorized and issued in accordance with law (including the Act and the Revised Organic
Act) and the Indenture.

4. Under existing statutes and court decisions, interest on the Series 2014A Bonds is
excluded from gross income for Federal income tax purposes pursuant to Section 103 of the Code and
interest on the Series 2014A Bonds is not treated as a preference item in calculating the alternative
minimum taxable income imposed on individuals and corporations under the Code, such interest,
however, is included in the adjusted current earnings of certain corporations for purposes of calculating
the alternative minimum tax. Under existing statutes, interest on the Series 2014A Bonds is exempt from
any income tax imposed on individuals by the Government or any political subdivision thereof or by any
state, territory or possession or by any political subdivisions thereof or by the District of Columbia
pursuant to the Revised Organic Act and the Virgin Islands Code.
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This opinion is issued as of the date hereof, and we assume no obligation to (i) update,
revise or supplement this opinion to reflect any actions hereafter taken or not taken, or any facts or
circumstances, or any changes in law or interpretations thereof, that may hereafter occur, or for any other
reason whatsoever, (ii) notify you or any other person if the conditions stated in paragraph four above
have not been met, or (iii) review any legal matters incident to the authorization, issuance, validity and tax
exemption of the Series 2014A Bonds, or the purposes to which the proceeds thereof are to be applied,
after the date hereof.

Except as stated in paragraphs 3 and 4, we express no opinion regarding any other
federal, state, local or foreign tax consequences with respect to the Series 2014A Bonds. We express no
opinion regarding the federal, state, local or foreign tax consequences of any action hereafter taken or not
taken in reliance upon an opinion of other counsel with respect to the Series 2014A Bonds.

We express no opinion as to the accuracy or sufficiency of any financial or other
information which has been or will be supplied to purchasers of the Series 2014A Bonds.

This opinion letter is rendered solely with regard to the matters expressly opined on
above and does not consider or extend to any documents, agreements, representations or other material of
any kind not specifically opined on above. It is understood that the rights of the holders of the Series
2014A Bonds under the Indenture and the enforceability thereof under the same may be subject to the
exercise of judicial discretion, the sovereign police powers of the Government and the constitutional
powers of the United States of America, and to valid bankruptcy, insolvency, reorganization, moratorium
and other laws affecting creditors’ rights or remedies and are subject to general principles of equity
(regardless of whether such enforceability is considered in a proceeding in equity or at law).

We have examined the Series 2014A Bonds as executed, and, in our opinion, the form of
said Series 2014A Bonds and their execution is regular and proper.

Very truly yours,
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